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THE INSURANCE INDUSTRY 


Aviation Insurance 


WEDNESDAY, AUGUST 6, 1958 


Untrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND Monopo.y 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 2:10 p. m., in room 
457, Senate Office Building, Senator Joseph C. O’Mahoney presiding. 

Present: Senators Kefauver (chairman) and O’Mahoney. 

Also present: Donald P. McHugh, counsel; Gareth M. Neville, 
assistant counsel ; Louis Rosenman, attorney ; Wilbur D. Sparks, attor- 
ney; Peter N. Chumbris, counsel for the minority; Theodore T. Peck, 
counsel to Senator Dirksen; Carlile Bolton- Smith, counsel to Senator 
Wiley; and Ray Cole, attorney. 

Senator O’Manonery. I am sorry that I have been a little bit de- 
layed, and I hope that, perhaps, we can make rapid progress here 
with another phase of the very important work which is being done 
by the Senate Subcommittee on Antitrust and Monopoly. We are 
dealing, as a matter of fact, with the very basis of the conflict that 
is now raging in the world as between freedom and dictatorship. 

As one goes through the trials which befog the issues of the day, 
one finds, as he goes ‘through them, that there are vast areas of the 
world in which the native inhabitants have been, over the centuries, 
dominated by outside nations. They are rebelling against that domi- 
nation, which has been both commercial and political. 

The heart of the Communist drive against the United States—and 
I say that advisedly—is based upon the false allegation that the 
United States is seeking to step into the shoes of the colonial empires 
that have passed away. Those of us who have matured during this 
century have 7 en the disappearance of great world powers. 

World War I and World War II eliminated from the scenery of 
political life in the world great nations like Germany, Austria- 
Hungary, Italy, France, and others which were for centuries the 
dominant figures in the political life of mankind. 

Communist Russia, and Communists everywhere, are convinced 
that the colonial domination which was based upon exploitation of 
the natural resources of backward nations is to be carried on by 
organizations in modern communism, and that we here in the United 
States do not understand the nature of the conflict. Sometimes I 
am led to believe that they are not far wrong in that estimate of our 
incapacity to understand what actu: illy is going on in the world. 

The petitions that come to Congress week ‘after Ww eek, year after year, 
have to do with matters affecting the Treasury of the United States 
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and the profit of certain groups and classes. But there can be no 
doubt that this is absolutely true: Small business in this country and 
small farms in this country are gradually being eliminated. 

There are more bankruptci ies, for example, now, which is one factor 
in the recession. In spite of the great contributions in money that are 
made from the United States Treasur y for the relief of agriculture, 
we find that the small farmer is being eliminated just as small-business 
men are being eliminated. 

The statistics of the great companies that are engaged in interstate 
and foreign commerce show that they have great resources and that 
they are making money. Prices are rising. Senator Kefauver has 
been presiding over a hearing here with respect to the increase in steel 
prices. 

While this is going on and the big corporations engaged in interstate 
and foreign commerce are making profits, small business is failing, 
going in the red, and applications are made to Congress to provide 
aid for them. 

We forget, for example, that about 1953 a demand went up here in 
Congress to abolish the Small Business Administration. The argu- 
ment was made that the Small Business Administration had no part 
to play and that business could take care of itself if only Government 
would let it alone. And so the Small Business Administration was 
eliminated, but the demand came from every part of the country in 
such vigor, from every State and almost every community, that the 
same Congress which had abolished the Small Business "Adminis- 
tration had to set up a new Small Business Administration, the objec- 
tive of which was, of course, to provide doles from the Treasury of the 
United States to keep small business operating. 

We are engaged in a cold war with Soviet Russia. Soviet leaders 
are convinced that the day of independent business is done, and that 
we do not know it. The fact of the matter is that, if you assess the 
conviction of the Members of Congress, the officers of Government, 
the leaders of industry, you would find that they all proclaim a loyalty 
to the concept of competition and independent business, but, grad- 
ually, we are finding ourselves confronted with the fact of industrial 
and commercial life in all its phases that the regulation of commerce 
and industry is falling to a greater and greater degree into the hands 
of a few persons who hold major positions in industr y. 

The Constitution of the United States, in article I, provided spe- 
cifically that it should be the duty of Congress to regulate business 
among the States and with foreign nations. “Commerce,” of course, 
was the word that was used. 

I suppose that 90 percent of big business in the United States believes 
in the Constitution ; then they must believe that the Congress of the 
United States shall regulate interstate and foreign commerce so as 
to keep it free, so as to protect the public interest. 

Now we come once more to the question of insurance. As acting 
chairman of this hearing, I welcome the members of the industry who 
appear here, because there is probably no business in the world which 
is more affected with a public interest than that of insurance. It is 
founded upon the principles of trust and good faith. It affects di- 
rectly the pocketbook of every businessman in the land, and in one way 
or another touches the lives of all the citizens of the United States. 
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In 1957, the American people paid out approximately $26 million in 
life, property, and casualty insurance premiums, representing over 
8 percent of our current national income. With the rapid increase of 
the means of transportation and communication, State, National, and 
international boundaries have ceased to be effective, and a constantly 
larger proportion of business has been carried on among the States and 
foreign nations. ‘The consequence is that Congress must continue to 
scrutinize the growth of interstate and foreign commerce. This is 
particularly true of insurance. 

On February 5 of this year, the Senate approved a resolution au- - 
thorizing the Antitrust and Monopoly Subcommittee to proceed with 
a gener: ul study of the business of insurance. I was designated by my 
colleague, Senator Kefauver, chairman of the Antitrust and Monopoly 
Subcommittee, to preside over the principal portion of this study. 

Today the subcommittee begins public hearings in the aviation 
insurance industry. These hearings mark the first step in the subeom- 
mittee’s major study of the insurance industry some 13 years after the 
enactment of the McCarran Act, or, as it is popularly referred to in the 
industry, Public Law 15. This law limited the application of the 
Federal antitrust laws to the business of insurance “to the extent that 
such business is not regulated by State law. 

In enacting this legislation Congr ess chose to repose the principal 
regulatory responsibility over the insurance industry in the various 
States. The thought in making that choice was based upon the belief 
that the closer regulation can be kept to the people who are affected by 
the commerce which is being regulated, the better it is for the masses of 
the people, and for the commercial enterprises themselves. However, 
Congress indicated its intention that competition should continue to be 
a prime regulator. The Congress now begins its examination of the 
manner in which the States have exercised their stewardship over the 
business of insurance. 

The necessity for such a study by the Congress has been dramatically 
highliglited by the decision of the Supreme C ourt on June 30 in setting 
aside the cease-and-desist orders of the Federal Trade Commission pro- 
hibiting false and misleading advertising by health and accident in- 
surance companies. This decision has “been widely interpreted as 
sharply restricting the jurisdiction of the Federal antitrust enforce- 
ment agencies in the insurance field. A regulatory vacuum may be 
developing in the insurance field where neither Federal nor State 
authority is able effectively to protect the public interest. I am confi- 
dent that an unbiased reading of that decision demonstrates clearly 
that the interpretation which has been placed upon the decision by some 
spokesmen for the insurance industry overlooks the facts that were 
developed in that particular case with respect to the insurance com- 
panies which were the defendants, and to the facts that were developed 
in the trial. 

The aviation insurance business illustrates some of the difficulties 
confronting the States in attempting to regulate a business which is 
primarily interstate in character and which has become increasingly’ 
international in scope. The United States is still the acknowledged 
leader in commercial aviation. Hence, it generates the bulk of world 
insurance-premium volume now written. Aviation insurance is in- 
separably linked to the development of our commercial air-transpor- 
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tation system, and with the expansion of civilian flying generally. It 
is vitally necessary in this “sputnik” age that America maintain its 
supremacy in the commercial- aviation field. Therefore, Congress 
must have access to all information necessary to evaluate the accom- 
plishments of aviation insurance, and to determine whether it has 
responded to the challenge of the expanding aircraft industry, and 
whether or not existing | Federal regulation adequately covers the 
constitutional field committed to Congress for regulation of commerce 
in the public interest. 

In 1944, the Civil Aeronautics Board published a report on its study 
of the aviation-insurance industry. In the last full year for which 
the Board had statistics, the total aviation-insurance business was in 
excess of $13 million, while insurance premiums paid by domestic air- 
lines for 1942 were approximately $2,800,000. According to the 
Board’s findings, there were 3 aviation-insurance underwriting groups 
who in 1942 did over 96 percent of the business reported to the New 
York State Insurance Department. These groups were United States 
Aviation Underwriters, Associated Aviation Underwriters, and Aero 
Insurance Underwriters, with offices in New York City. Today, with 
the tremendous expansion in the aviation industry, it is believed the 
total insurance premiums paid by the airlines has increased to approx- 
imately $18 million in 1956. The total aviation insurance industry is 
estimated to run from 50 to 60 million dollars annually. Despite the 
phenomenal growth of the market, there not only have been no new 
entrants into the field, but 1 of the 3 pools, Aero Associates, has been 
liquidated just this year. The principal insurance company in Aero 
has now been admitted into the USAU pool. 

This history of market rigidity, i by lack of new entry 
and elimination of existing competitors, has ominous overtones for 
the American aviation industry as it faces the challenge of the jet age. 

In 1944 the CAB found that over 40 percent of the American avia- 
tion insurance business was reinsured in the European market, pri- 
marily in London. This report critized the failure of direct writing 
pools to place the American reinsurance business with domestic com- 
panies. The Board’s report pointed out that the high percentage of 
reinsurance with foreign companies had dangerous implications for 
the security of the United States. Today, according to available 
information, the two principal insurance pools are ceding an even 
larger percentage of the American aviation business to the London 
market. The subcommittee will try to determine why, in a dynamic 
American economy, we are unable to obtain adequate coverage from 
domestic sources. In this narrowly circumscribed American market, 
has the high volume of reinsurance been used as a vehicle to restrain 
competition? That is the question that must arise in the mind of 
everybody who gives attention to this problem. 

One of the 2 remaining American pools, 1 pool composed of over 
60 American stock companies, is a member of an international or- 
ganization of aviation insurance companies known as the Interna- 
tional Union of Aviation Insurers, with offices in London. The 
subcommittee will seek to ascertain whether this international organi- 
zation has been utilized to formulate agreements and understandings 
which foist arbitrary and unreasonable prices and practices upon the 
American insurance-buying public. We.must be constantly vigilant 





ea : 


THE INSURANCE INDUSTRY 5 


to guard against the importation of the foreign cartel system into 
our American free-enterprise economy, if we want to maintain a free 
economy in this country—the free economy to which we attribute the 
vast expansion of prosperity and freedom which has been accom- 
plished in this Nation. 

If we follow the European cartel system we must be careful to 
be certain that we are not going down the drain with the European 
economy, which we all know from the appropriations of this Con- 
gress are dependent upon what this country has and can continue 
to contribute. 

At the moment that this hearing begins, the Appropriations Com- 
mittee of the Senate is locked in a close debate about the exient to 
which it will restore certain cuts made by the House of Representa- 
tives in the foreign aid appropriations which have been asked by 
the Bureau of the Budget. 

The cartel system in Europe has not made Europe self-sufficient. 
A free economy has made America self-sufficient. But if American 
commerce and industry now adopt the cartel system, if they adopt 
the system of inflationary pressures and what are sometimes called 

“administered prices,” then we may be able to understand why the 
leaders of Soviet Russia are continuing their attack upon the United 
States, not in a military way but in an economic way, because they 
believe that if the American economy becomes cartelized, it will 
suffer the same fate that the European economy has suffered. 

With the great increase in passenger-miles flown, the need for pas- 
senger insurance while in flight has increased proportionately. For 
1957, total premiums for air-trip insurance may have exceeded $10 
million. The subcommittee has received information indicating that 
only a small percentage of the total premium dollar is paid out direct- 
ly for losses incurred. It would appear that the companies benefiting 
from this' favorable loss experience are making little if any effort to 
broaden the coverage or reduce the rates to the | public. Rather, in an 
effort to increase their share of the available business at the principal 
airports, the companies have agreed to pay rentals to airports out of 
all proportion to the business involved. In some cases rentals paid 
to particular airports exceed gross revenue of the airports. These 
facts suggest that no adequate State regulation has been maintained 
over this business. Every effort must be made to see that the public 
obtains the broadest coverage for this insurance at the lowest cost 
consistent with financial stability. 

In its announced plans for studying the insurance industry, the sub- 
committee has indicated its interest in the operation of joint rate- 
making through rating bureaus set up pursuant to State law. When 
it enacted the McCarran Act, Congress recognized the necessity for 
ratemaking in concert under adequate State supervision. At the same 
time it was intended that the opportunity would always be available to 
those insurers who wish to act inde pendently and thus offer the public 
the benefits of any economies in operation through lower rates. 

The subcommittee has been informed that because of the size of the 
risks involved in the aviation insurance industry, it was necessary to 
form joint underwriting pools to provide the coverage required. Only 
one of these pools operates through a rating bureau. The subcommit- 
tee will analyze the reasons these pools have operated under different 








6 THE INSURANCE INDUSTRY 


methods, and will try to learn whether State supervision over aviation 
insurance rating practices has been truly effective. 

As acting chairman of this phase of the work of the Antitrust and 
Monopoly Subcommittee, I want to express my appreciation for the 
cooperation which the staff of the subcommittee has received from 
many leaders in the insurance industry. 

Our plan during these hearings is to have the facts which have thus 
been gathered presented in a formal way, laid publicly on the table 
here in this open Senate hearing under the general direction of the 
counsel of the subcommittee for this particular hearing, Mr. Don 
McHugh. Again I want to say that I personally am confident that 
this method of public hearings of the facts that affect matters of public 
concern is the greatest guaranty that free government can be main- 
tained. It is far better to have the representatives of the industry 
come before a committee of the elected Congress of the United States 
to present their facts in public, to discuss their problems in public, 
than to have these facts and these problems discussed in private cham- 
bers, behind closed doors, under dictatorial governments, where there 
is no freedom, either for the public or for the industries concerned. 

Mr. McHugh, are you ready to proceed ? 

Mr. McHvuen. Yes, Mr. Chairman. 

The first witnesses that we have to begin these hearings on the avia- 
tion insurance industry, Senator, are the principal officials of one of the 
two remaining aviation insurance pools, that is, United States Avia- 
tion Underwriters, Inc. 

The witnesses are Mr. Reed M. Chambers, who is chairman of the 
United States Aviation Underwriters, Inc., and Mr. Albert J. Smith, 
president. We have referred to their group as USAU. Also, present 
with the witnesses is Mr. Donald Havens, their attorney. 

I think it might be helpful at the beginning, Senator, if Mr. 
Chambers explained what the United States Aviation Underwriters, 
Inc., is, what its relationship to United States Aircraft Insurance 
Group is, in order that we can have a general picture at the outset of 
what this organization is, what its membership consitss of and how it 
operates. 

Will you answer that. Do you have any prepared statement? 


STATEMENT OF ALBERT J. SMITH, PRESIDENT, UNITED STATES 
AVIATION UNDERWRITERS, INC., ACCOMPANIED BY REED M. 
CHAMBERS, CHAIRMAN, AND DONALD HAVENS, ATTORNEY 


Mr. Cuampbers. No, I wish that we had gotten a copy of this release 
a few days ago because we could have gotten a statement together that 
would have been intelligent, but we attempted to, and we had an awful 
lot of waterfront to cover, and it would have gone into a very sizable 
document. 

I think we could have been helpful in bringing some of the answers 
out to some of the statements made here. 

I will try to briefly give you a history of USAG, but we recently in 
celebrating our 30th anniversary brought out an advertising piece of 
material which does cover completely the entire history, and I would 
like to leave this with each of you gentlemen. 

Senator O’Manonety. May I welcome you again, Mr. Chambers, to 
a Senate hearing ? 
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Mr. Cuampers. Thank you, sir. 

Senator O’Manonery. I remember very well that you appeared some 
years ago 

Mr. Cuampers. Fourteen years ago. 

Senator O’Manoney. When the Senate was considering, I think, the 
McCarran Act, when it was being discussed. 

Mr. Cuampers. I was hoping to greet you before you started the 
meeting, and to tell you how well you looked. You look about the 
same as you did 14 years ago. 

Senator O’Manoney. We will keep that on the record. 

Mr. Cuampers. I will try not to get long winded. 

I started out in the aviation business 42 years ago this coming 
October. I believed in it then and I still believe in it. 

I started an airline, one of the first ones. And most of our aircraft 
were destroyed in the hurricane of 1926. 

There was no such thing as aviation insurance. And to see all of 
our assets go in a matter of a few minutes, I decided that something 
had to be done about it. 

I started out to try to organize a group of companies that could 
conservatively handle the risk. Even then for the amount of premium 
involved ,it was large. 

My partner, Mr. David Beebe, had been in the insurance business. 
I knew nothing about it. 

The two of us went to work on the problem. We walked the 
streets of New York and other towns where companies were domiciled 
for several months, until we finally got 4 fire companies and 4 casualty 
companies. 

In those days multiple line writing was not allowed. I mean, we 
had to stick with fire or casualty. 

We could write a maximum of $40,000 on any one aircraft. It 
rapidly rose to $75,000. E 

As the liabilities went up and as the value of aircraft went up it 
required more companies. 

It has been our conception and my conception in recent years that 
our big job was to maintain a market sufficiently large to take care 
of the needs of the aircraft industry. 

I think that we have done a creditable job and I think our com- 
panies have at times shown great patience in sticking with us. 

Senator O’Manoney. May I interrupt you, Mr. Chambers, before 
you proceed with the discussion on which you are now launched ? 

I wonder if you would be willing to answer a few questions, so 
that it may be clear for the record precisely what the United States 
Aircraft Insurance Group is. 

This document which you have distributed to the members of the 
subcommittee, for the use of its members, bears the inscription: 





United States Aviation Underwriters, in commemoration of our 30th anniver- 
sary. We enclose a brief history of the USAIG. We trust this will be of 
interest to you. 

Cordially yours, 
REED M. CHAMBERS. 
ALBERT J, SMITH. 

Mr. Chambers, you are the chairman and Mr. Smith is the presi- 
dent, but it appears immediately that this is a description of a group, 
and it appears that the group is made up of a number of member 
companies. 
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It, also, appears that this group is incorporated. On page 7 of the 
document I find this: 

The managers of the USAIG—United States Aviation Underwriters, Inc.— 
(see pp. 19 and 20, for departmental and service officers) have from the begin- 
ning served as managers of the USAIG, as well as the aviation department of 
each member company individually. 

How many members companies are there? 

I find a list of associate companies and sponsoring members on 
pages 1 and 2, but it is not altogether clear from a quick glance pre- 
cisely what the structure is. 

Do you have a copy of your charter? 

Mr. Cuampers. Well, the United States Aviation Underwriters, 
Inc., is a management corporation. And as that portrays we manage 
a pool consisting of at the present time I believe 62 companies, fire 
and casualty. 

Senator O’Manoney. This is a management corporation? 

Mr. Cuampers. That is a management corporation. 

Senator O’Manoney. Incorporated where ? 

Mr. Cuampers. In the State of New York. 

Senator O’Mauoney. Will you provide a copy of the charter for 
the committee ? 

Mr. Cuampers. Yes, sir; I think Mr. McHugh has it. 

Mr. McHueu. No, we do not have the charter. 

Mr. Cuampers. We will see that you get that, yes, sir. 

The USAIG is nothing but a trade name. It is bound together 
only by a joint agreement signed by each and every one of the member 
companies. 

The fire companies are on the liability jointly and severally for all 
property risks. The casualty companies are on the same basis so far 
as casualty is concerned. And in recent years some of the fire com- 
panies are now on the casualty agreement and vice versa 

But those agreements are all joint and several. I means by that, 
if any one company went broke the other companies would have to 

make up its share of any losses. 

Senator O’Manoney. Do we have copies of those joint and several 
agreements / 

Mr. Cuampers. I think so. 

Mr. McHucu. Yes. 

Senator O’Manonry. How many of them are there ? 

Mr. Cuampers. How many companies do you have? 

Senator O’Manonery. No, how many such agreements are there? 

Mr. Situ. Two agreements. 

Mr. Cuampbers. One between the casualty companies and one be- 
tween the fire companies. 

Senator O’Manonry. In other words, all of the members in the fire 
group signed a separate agreement ? 

Mr. Cuampers. They signed a separate agreement until, as I said 
a few years ago, when they got multiple- -writing privileges—some of 
the casualty companies went into the fire side, and some of the fire 
companies went into the casualty side and they have signed those same 
agreements. 

But some of the fire companies did not participate in the casualty 
side, and | think there are 1 or 2 casualty companies that are not 
participating in the fire side. 
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Senator O’Manonry. How many companies are tied together by 
these two agreements ? 

Mr. Cuampers. Mr. Smith says 62 and 74—between that. I am 
wondering about some of the associated companies. 

Senator O’Manonry. How much power do they each direct to the 
management group—— 

Mr. Cuampers. Each company 

Senator O’Manonry. Which is the United States Aviation Under- 
writers ¢ 

Mr. Cuampbers. Sole underwriting powers for aviation worldwide, 
for hulls and liability. Allin liability. 

Senator O’Manonry. This management group has the sole power 
for all 60 companies with respect to worldwide hull and liability 
aviation insurance / 

Mr. Cuampers. That is correct, sir, except for this fact, our bosses 
consist of an executive officer, the senior executive officer of each and 
every company. We have two counsels, a casualty council and a fire 
council; and they give us our instructions. 

Senator O’Manoney. Thank you very much. 

Mr. McHveun. In connection with the manner in which your con- 
tracts are executed, Mr. Chambers, that is, the contracts of insurance 
that are sold to various aviation insurance purchasers, these would be 
contracts between whom ? 

Mr. Cuampers. The contracts would be between the insurance com- 
pany and/or companies, and the insured. We are operating as their 
aviation representative and managers, as general agents, you might 
say. 

In many instances, in small individual risks, we issue the policy 
of the company whose agent produced the risk. 

In the large accounts, airlines, manufacturers, we issue a group 
policy which is signed by all of the member companies. That becomes 
a group proposition and all of them are named on it. 

Mr. McHwen. In the case of these larger risks, your organization 
is the company that signs the contract 
Mr. Cuampners. That is correct. 
Mr. McHven. For the members? 

Mr. Cuampers. That is the countersignature in every case. 

Mr. McHveu. Do I understand then that the price at which the 
aviation insurance is sold pursuant to these contracts by your organi- 
zation is set on behalf of all participating members by you? 

Mr. Cuampers. That is correct. Yes, sir. 

Mr. McHueu. Under these agreements, I believe you referred to 
them as fire and casualty, or hull and ¢: isualty 

Mr. Cuampers. That is right. 

Mr. McHueu. Under these contract, do any of the participating 
members have authority to place any aviation insurance business 
directly alone? 

Mr. Cuampers. No,sir. Not so far as hull and liability is concerned. 

Mr. McHvuen. Hull and liability constitutes all of the business that 
you are speaking of ? 

Mr. Cuampers. That is right; yes. Yes, that is the business per- 
taining to aviation. 

Mr. McHuen. Speaking only of aviation ? 
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Mr. Cuamepers. That is right. Compensation, for instance. We 
control the compensation of airlines and on all extraneous business. 

Mr. McHvuen. Workmen’s compensation 

Mr. Cuampers. That is workmen’s compensation. The companies 
write compensation. On manufacturing, on anything having to do 
with the manufacture of engines, airframes, propellers, that is strict- 
ly retained by each member company individually. 

Accident insurance, I think that practically all—many of our com- 
panies are writing accident insurance “hey would include aviation, 
but not solely aviation. 

Mr. McHveu. Are you saying in the nonaviation business the mem- 
bers are writing business directly outside of the pool ? 

Mr. Cuampers. Well, that is a little confusing. They are writing 
certain facets of the i insurance e business pertaining to aviation outside 
of the pool. For instance, like workmen’s compensation for certain 
parts, certain segments of the aircraft industry. 

Mr. McHveu. Do I understand from what you said that if an 
individual airplane manufacturer wished to obtain his insurance busi- 
ness from one of your participating companies, and he were to go to 
that company and ask them to quote a price on it, that company 
could not offer him a price on that business itself ¢ 

Mr. Cuampers. Oh, no;no,sir. Any individual company can write 
that manufacturer’s liability insurance, his compensation. ‘They could 
not write the liability on his airplanes. 

Mr. McHueu. I am speaking only of what is known as hull and 
casualty. 

Mr. Cuampers. No, sir; that would have to go through the g1 group. 

Mr. McHvueu. So that if he came to any of your ‘participating 
members and he asked them to quote a price for his hull and casualty 
coverage, your member would have to tell him that he was not per- 
mitted to quote on that? 

Mr. Cuampers. No. He wouldn’t do it that way. He would refer 
them to us as the aviation departmental managers. In other words, 
we are the manager of each of our member companies so far as their 
aviation department is concerned. 

Mr. McHueu. Then if you entered into a contract on behalf of this 
company for the particular business, all of the members of your pool 
would participate jointly in that business ? 

Mr. Cuampers. That is correct, yes, sir. Yes, sir, that is right. 
On a predetermined participation. 

Senator O’Manoney. In answering one of my questions, you said 
that this was a worldwide business conducted by your group? 

Mr. Cuampers. Yes, sir. 

Senator O’Manoney. The risk that you assume, therefore, I take 
it, to be risk on aviation in all of the countries in which you operate ? 

Mr. Cuampers. Well, we do a sizable international business. We 
will write business any where in the world, if we think we have suf- 
ficient knowledge on it, and have the authority of our member com- 
panies to do that. 

Senator O’Manonry. How sizable is it ? 

Mr. Cuamerrs. Oh, it is growing constantly. I do not know what 
our last figures are. We have had a large number of risks outside 
of the United States which foreign competition has taken aw ay from 
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us in recent years. We have lost a considerable amount of that busi- 
ness to people at lower rates. I am sorry to say we, I think, are fol- 
lowing some of the lines which are called capitalistic. We believe 
inaprofit. If itis too low for us to make a profit, we pass. 

Senator O’Manonry. How much business do you do in England? 

Mr. Cuampers. Directwise, we do no reinsurance in England. We 
do carry a reinsurance line on a number of British risks. I would 
say primarily BOAC and British European Airways—those are about 
the only two. I think there are 1 or 2 small outfits over there. 

We have some reinsurance on the large manufacturers. We bid on 
De Havilland. 

Senator O’Manoney. Do you do any direct insurance 

Mr. Cuampers. No, we do not. 

Senator O’Manonry. In Holland? 

Mr. Cuampers. At one time we insured some of the KLM lines di- 
rectly. At the present time KLM are uninsured, so far as the hulls 
are concerned. I think all of the liability is in the Dutch market 
reinsured in London. I do not think we have any reinsurance on 
that. 

Senator O’Manoney. I understood you to say that you had a sizable 
amount of business in foreign countries. I thought it would be well 
for the record to have your approximation. 

Mr. Cuampers. We have a sizable amount. Mr. Smith can give us 
that figure. 

We do a sizable business in Canada. At one time we were alone in 
Canada. Everyone is competing there today. 

We do much of the Latin America business; Mexico and Central 
and South America. 

We have insured certain foreign airlines 100 percent, directly. 
Those are the ones that I say we have lost. 

We have followed the American capital where some of our airlines 
have had management contracts in setting up some of these foreign 
airlines; I guess, with United States aid, monetary aid. And in 
those cases, we have insured some of them. We have quoted on many 
of them. And have been high on a number of them, and some have 
been taken away from us at lower rates subsequently. 

Senator O’Manonry. Proceed. 

Mr. McHven. If I understand what you said then, you do no direct 
writing of foreign business in Europe? 

Mr. Cuampers. We have; yes, sir. Yes, sir; we have. At the 
present time I do not know of any direct business we have. 

We had a direct part of Scandinavian Air. Lines at one time. We 
did have directly. 

Mr. McHveu. How long ago was that? 

Mr. Cuampers. Do we have any direct business with Scandinavian 
Air Lines now ? 

With Sabena, we had a direct line. With Air France we had a 
direct line. 

Mr. McHuen. When did you have any Sabena business direct? 

ae Cuampbers. Probably 6 or 7 years ago, the last—further back 
than that. 


Mr. McHvueu. Can you tell us what the volume of that business 
would be? 


33077—59—_—2 
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Mr. Cuampers. Well, I can’t tell you at that time. Of course, those 
airlines have grown a great deal. At the time we had it, it was 
smaller aircraft. I can’t recall the figures so far as dollars are con- 
cerned. It was not large. 

At one time, we insured Israeli Air Lines 100 percent. 

We quoted on Pakistan and Egyptian within the last few years 

Mr. McHvcu. What did I understand you to say with reference to 
the volume of business that you had written direct on any British 
company ? 

Mr. Cuampers. I do not believe we have ever written a piece of 
direct business ever. We do it by way of reinsurance. 

Mr. McHveun. Not direct? 

Mr. Cuampers. No. 

Mr. McHuen. Do any British insurance companies write directly 
on business in the United States ? 

Mr. Cuampers. Not as far as bit accounts are concerned, Mr. Mc- 
Hugh, because it would be—British companies do, yes—that is, a 
British—the Lloyd’s market, of course, are not admitted to do busi- 
ness in the United States excepting only Illinois and Kentucky and 
for surplus lines in California, and in those cases I think Lloyd’s have 
outstanding policies on certain accounts. They had to a great extent 
used small companies and reinsured them to, say, 99%, percent or 
some other figure like that, but using a company of issue only. 

Mr. McHveu. I understand you to say that your group does write 
business in South America ? 

Mr. Cuampers. Oh, yes. Yes. 

Mr. McHucu. Do you know whether or not the British market 
writes business directly in South America ? 

Mr. Cuampers, Yes, they have; yes, sir. 

Mr. McHucn. Have you at any time ever entered into any agree- 
ment with the London market in which they agreed not to compete 
with you in the Latin American and American markets ? 

Mr. Cuampers. No, sir. We have not. And we are not completely 
ignorant of all of the laws, not since the McCarran Act went in here. 
There is one situation that developed long before the McCarran Act 
which is rather interesting. 

I think my partner felt it would be ver y intelligent for us to inspect 
and run an insurance business in the Western Hemisphere and let 
other people in the rest of the world run their business. My partner 
had that idea. And our company’s attorneys found out something 
about it and they slapped our ears down, but fast. 

That was long before the Public Law 15. That had to do with 
the Sherman-Clayton Act and cartels and so forth. 

So that brings up the point of Senator 0’ Mahoney a moment ago 
talking about cartels. , 

There never has been any such situation. And to the best of my 
knowledge and belief, that one instance I speak of is the only time 
that anyone in our office has ever thought about it, let alone of entering 
intoany agreement. And that was killed before it was born. 

Mr. McHven. Isthat Mr. David C. Beebe ? 

Mr. Cuampers. That is correct. 

Mr. McHuen. He was your associate in this business initially ? 


Mr. Cuampers. That is right. But that was before World War 
II, about that time. 
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Mr. McHvueu. Senator, in that connection, we have a document 
which was obtained under subpena which I would like to read into 
the record at this time. 

Senator O’Manoney. Before you present that document, may I not 
ask you, Mr. McHugh, if you have not had complete cooperation from 
the insurance executives with whom you have conversed in the gath- 
ering of the material for this hearing ? 

Mr. McHuen. I would say, Senator, that the insurance executives 
with whom we have discussed this matter have cooperated completely, 
speaking generally. Specifically, with reference to the representatives 
here before us today, they have cooperated 100 percent, providing all 
of the information that we have requested, and permitting us to 
examine any records which we have attempted to see. 

Senator O’Manoney. I want to make that clear 

Mr. Cuampers. Thank you. 

Senator O’Manoney. As a matter of the public record, because I 
have a deep conviction that the world tensions are operating in this 
country as they are in every other country. The advancements which 
have been made during the last 15 years, particularly in technology - 
and particularly in aviation, of course, and now in the space age, have 
utterly changed the world in which we live. We are, in effect, between 
two worlds, a world of the technological age which is past and a world 
of a new technological age which is utterly different from anything the: 
human race has ever experienced before. 

It requires the utmost good faith and confidence and cooperation 
among the leaders of business and industry and the leaders of govern- 
ment to preserve the principles upon which this Government was 
founded. 

That is why I am hoping that this hearing may be a pattern for 
industrial leaders in every branch of commerce to show the same 
spirit of cooperation that thus far has been shown by the aviation 
industry. 

I thank you very much for what you have done. 

Mr. Smiru. I do not know whether I am out of order, and, if I am, 
please forgive me. 

Senator O’Manoney. You are not out of order, as I do not even 
know what you are going to say. 

Mr. Smiru. For example, the question of our bylaws and charter 
came up. We offered them freely to counsel, but had to make the 
explanation that they were not on file in our office. I mean, tradi- 
tionally, they have been filed with Mr. Havens. I want to make it 
clear that, while it had been asked for, we did not refuse it. I believe 
the situation was that counsel was so busy they never got down to 
call upon Mr. Havens to get it. I want to make clear we certainly 
agreed to turn that over as well. 

“Senator O’Manoney. That is my understanding—this was no dec- 


lination. And, if we do not have the charter and the bylaws now, we 
will get them from you? 


Mr.Smirn. Yes. 

Senator O’Manoney. That is understood ? 

Mr. Havens. Yes. 

Senator O'Manonry. Thank you. 

Mr. Mcliven. I would now like to read from portions of a letter 
written by Mr. Beebe, to Capt. A. J. Lamplugh, of the British Avia- 
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tion Insurance Co., and it is marked “Re South American Business.” 

We offer this exhibit at this time, Senator, as background for the 
information which Mr. Chambers has just given us concerning the 
attempt at one time, apparently, by Mr. Beebe, to organize and divide 
the insurance market. 

Senator O’Manonry. Who is Mr. Lamplugh ? . 

Mr. McHueu. Mr. Lamplugh was an official in the British Avia- 
tion Insurance Co., Ltd, a British aviation insurance company. 

Senator O’Manonry. The letter was dated when ? 

Mr. McHueun. This was dated September 8, 1942. 

Senator O’Manonry. And was written where ? 

Mr. McHven. This was written by Mr. Beebe in New York. 

Senator O’Manoney. And Mr. Lamplugh resided where 

Mr. McHvuen. In London. 

Senator O’Manoney. What is the address ? 

Mr. McHven. Three Lime Street, London. 

Senator O’Manoney. London, E.C.3, England ? 

Mr. McHvueu. Correct. 

Senator O’Manoney. This is entitled “Re South American Busi- 
ness.” 

Mr. McHveu. I think this is significant only as it bears upon the 
comments made by Mr. Chambers concer ning the effort at one time, 
apparently, to divide up the world business, w hich is pertinent because 
of an effort the committee is making to determine to what extent those 
agreements were ever actually consummated and whether or not the 
business has been conducted in that manner since. In part, it reads—— 

Senator O’Manoney. Read the first paragraph, so that you orient 
the quotation. 

Mr. McHvueu. He writes: 


DEAR LAMP: I recently received from Ashley Haward a letter dated August 21, 
of which the attached is a copy, commenting on his conversation during the 
latter part of July with Reed Chambers, Al Smith, Dick Anderson, and myself. 
I assume that Haward sent you a copy of his letter, but, in the event he did not 


or that it went astray, the enclosed will serve to complete your files. I under- 
stand from Tudhope— 


Will you tell us who he is? 

Mr. Cuampers. He was our committee manager at that time. He 
has since died. 

Mr. McHvueu (continuing) : 
who was in New York last week—that Haward is on a visit to western Canada, 
and, under the circumstances, it would seem that there may be time to exchange 
letters with you before replying to him. At least, I will try it, so here goes fora 
letter which I am more conscious than ever should have been written to you a 
long time ago. 

I would like to omit portions of this and read other portions which, 
I think, are pertinent to the testimony. 

Mr. Cuampers. May I interrupt just a second there, sir? That, I 
think, is a document that you were trying to get from the files. 

Mr. McHvuen. Pardon ? 

Mr. Cuameers. Was not that a document asked for out of the Inter- 
national Union of Aviation Insurance? That is correct; it was not 
there. We could not figure out what in the world you were talking 
about. And, through a - hunt—remember, I told you that I was very 
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interested in finding out what you were talking about—and, through 
a hunt, we found it. That is exactly what I referred to a minute ago, 
is that Beebe at one time tried it. That was his thought. 

Mr. McHveu. That is precisely why we are trying to explore that 
right now. 

Mr. Cuampers. Our ears were slapped down, and no further attempt 
was ever made or ever thought of. 

Senator O’Manonry. May I interrupt to say that we will hand you 
a ‘ertaaques| copy of this letter, Mr. Chambers, so that you may have 
it before you at all times. The letter will be made a part of the record 
in its entirety, with Mr. McHugh quoting such portions as he thinks 
are relevant for the discussion here. I want the whole letter to be 
available to the witness, and to those who may read the transcript. 

(The letter referred to may be found in the appendix on p. 330.) 

Mr. McHveu. This letter then continues on page 3: 

When you first advised me, more than a year ago, that the BAIC— 

Will you explain what that_is? 

Mr. Cuameers. British Aviation Insurance Co., and that is the 
company in England whose stock is owned by a large number of 
English insurance companies. 

Senator O’Manonry. Any Government ownership ? 

Mr. Cuampers. No, sir; none. 

Mr. McHvueu. Does that operate in the form of an underwriting 
pool ? 

Mr. Cuampers. Yes, sir; it did. At the time it was called the 
BAIG, British Aircraft Insurance Group, and all of the companies 
who subsequently became stockholders of the BAIC were the member 
companies of that group. 

Mr. McHvuex (continuing) : 

When you first advised me more than a year ago that the BAIC was con- 
templating opening an office in Canada under the management of Haward fol- 
lowing his release from the service I told you that I did not feel that there was 
any business in Canada that could be secured without trespassing on the toes 
of Aero, the Associated, or the CAIG, inasmuch as there would probably be no 
new business until after the war, and all available business is already taken 
care of. 

Will you explain who Aero is that is referred to ? 

Mr. Cuampbers. That was the old Aero Insurance Underwriters 
who ceased writing back—oh, 10 years or more ago. 

Mr. McHvueu. That was in the American aviation underwriting 

ool ¢ 

Mr. Cuampers. That is correct. 

Mr. McHvueu. Associated was the same, with aviation underwrit- 
ing? 

Mr. Cuampers The Associated is the present Associated. The old 
Aero was composed largely of British admitted companies. They 
were all, I think—all of them were admitted companies. There were 





a few American companies in that pool as well. 
Mr. McHvuex (continuing) : 


Sometime later when Mr. Harold Warner, the United States manager of the 
Royal— 


Mr. Cuampers. That would be British. 
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Mr. McHvueu (continuing) : 


Royal Liverpool Group asked me to call on him so that he might read to me 
a lengthy letter which he had received from his vice chairman in Liverpool, 
on the subject of the opening of the proposed BAIC Canadian office so that we 
could discuss this plan, I very frankly told Mr. Warner that I foresaw grave 
complications. I readily conceded that the BAIC and its member companies 
had every right to open and operate an office in one of Great Britain’s largest 
dominions and made it quite clear that I considered the Dominion was a proper 
prerogative of the London market. 

I then explained to Mr. Warner precisely how we came to form and operate 
a Canadian subsidiary known as the Canadian Aircraft Insurance Group under 
the management of Squadron Leader John H. Tudhope. 


Is that your present Canadian subsidiary ? 

Mr. Cuampers. CAIG; yes, sir. CAIM are the Canadian 
managers. 

Mr. McHveun. Is that subsidiary 100 percent owned by you? 

Mr. Campers. By us. 

Mr. McHvueu (continuing) : 


I wanted Mr. Warner to understand that we would not have entered the 
Canadian field by ourselves at the time we did had it not been for a suggestion 
which you had advanced to the effect that the BAIC and the USAIG open a 
joint office in Canada for the development of aviation business under our super- 
vision because of our proximity to the scene of operations. I then pointed out 
that on the strength of this suggestion I made a commitment to Trans-Canada 
Airlines that if they would place their business with this new organization an 
office would be opened, staffed by men who could give them the same kind of 
service that the BAIC could give British airlines based in England and the 
USAIG was. able to give American airlines operating in the United States. 
I then went on to say that following receipt of an order from the Trans-Canada 
account which was to form the nucleus of the business for the new concern, 
I promptly proceeded to London for the purpose of working out with you the 
details necessary for this new group which we were to jointly own and operate. 
I also emphasized the fact that at the time I left London to return to New York 
I had every assurance that our joint venture had the necessary blessings from 
all interested principals and that it was sometime after my return that I received 
word from you to the effect that your chairman had vetoed the entire under- 
taking and that we were, therefore, let to carry on alone. 

Do you happen to know, Mr. Chambers, in connection with this 
proposed joint undert king forming a Canadian company to do the 
aviation business, why the proposed business partner was in the 
proposal ? 

Mr. Cuampers. No, sir. 

Mr. Smirn. I know, if I may interject. 

Mr. McHucu. If you will, Mr. Smith. 

Mr. Suirn. The powers that be, Captain Lamplugh’s boss and 
directors suddenly decided that they didn’t want their affairs in the 
Dominion of Canada managed by Americans. 

It is just as simple as that. It would have hurt their pride. 

In other words, Lamplugh had to that point been operating en- 
tirely on his own and without taking his board into his confidence 
and when they learned of this—“Dominion of Canada, why that is 
our province, we wouldn’t think of having Americans run our show 
in Canada.” It is just as simple as that. There i is no more to it. 

Mr. McHvueun. This letter continues: 

As I knew how both surprised and embarrassed you were over this unexpected 
turn of events I went to great lengths to tell Mr. Warner how upset you were 


as the result of developments totally beyond your control. I pointed out that 
having acquired Trans-Canada we had to carry through with our commitment 
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and we accordingly employed Squadron Leader Tudhope whose name had been 
suggested for this job by you or one of your friends when we were sitting around 
the Royal Air Force Club one night. To complete the picture, I stated that we 
understood perfectly your inability under the circumstances to carry out the 
plans that we had worked out and that there were no feelings whatsoever 
between us as a result. 

My reason for reviewing this whole picture with Mr. Warner was due to the 
fact that in the letter which he had received from Liverpool and read to me the 
statement was made by the writer of that communication to the effect that he 
understood that the BAIC had received an invitation to join with the USAIG in 
opening a joint office in Canada rather than that the proposal had been made 
to us and we had been obliged to carry through with our part of the plan because 
of the commitments which had been made to Canadian aircraft owners during 
the period that we were trying to work out the details of a joint office. 

Having covered past developments Mr. Warner and I then went on to discuss 
the future of Canadian aviation underwriting in the light of the information 
received to the effect that the BAIC planned to open its own Canadian office. 
Mr. Warner expressed the hope that the CAIG would work closely and cooperate 
with Haward and the BAIC and I told him that I would gladly recommend such a 
procedure to Tudhope if it could be accomplished without automatically creat- 
ing other problems arising out of the fact that with a few exceptions affecting 
only certain standard forms of insurance, we do not agree rates and conditions 
with the Aero Group in Canada and that we frankly, in many matters, do not 
see eye to eye. I pointed out that while the Aero and the CAIG do not agree 
rates and forms in respect to Canadian business the differences have resulted in 
no harm to either but the injection of another market into the picture might 
conceivably alter the situation materially. I stated that if agreeing rates and 
forms with the BAIC automatically meant agreeing rates and forms with the 
Aero, I was in no position to make any commitment at this time depending 
entirely on how Haward conducted himself and how well he got along with 
Tudhope and if mutual confidence between the two could be developed. I thought 
it only fair and proper to picture this situation in advance. 


Mr. CuAmpers. May I ask the date of that letter? 

Mr. McHven. This is 1942, September 8, 1942. 

Mr. Cuampers. 1942? 

Mr. McHveu. Do you know whether or not the BAIC has been 
since that time competing directly ? 

Mr. Cuampers. Yes, sir. 

Mr. McHvuen. Directly for Canadian business ? 

Mr. Cuambers. They have. They have written a far greater vol- 
ume than we have up there, and at rates which have proved ruinous 
to them and they have also had a lot of direct competition from 
Lloyd's. 

We have made no money in Canada from that day to this. In fact, 
we have lost some money and they have lost great gobs of money and 
so has London lost money. So the competition has been so keen it has ” 
really been rough. 

The only reason we are not out of there, it is really a matter of 
pride. 

Mr. McHwuen. Do you know, Mr. Chambers, whether the suggestion 
was ever implemented that there be any agreement between Aero and 
the CATG? 

Mr. CnAmpers. No, sir; there was not, absolutely not. 

Mr. McHucu. And BAIC? 

Mr. Cuampers. And never was and never has been. We have been 
battling it out from that date until now. 

Mr. Smiru. You may, Mr. McHugh, detect in that, that Mr. Beebe 
was a little annoyed and fell into the trap that we so often do. 
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We write letters when we are mad. The thing that he was very 
mad about was that here we were fighting a war, E ngland was fighting 
a war. Reed Chambers, the president and his partner from the be- 
ginning had left our organization and come to Washington and acted 
as a dollar-a-year man to the Government both here and in the 
Amazon, and while all this is going on, the BAIC pulled out of the 
Royal Air Force an active pilot 1 in the middle of the war to foster their 
own interests and build up to get their foot in the door in South Amer- 
ica and it burned Mr. Beebe to a crisp to think that they would take 
a step of that kind at that time. 

There is a lot of that that I know and you have got to read between 
the lines. 

Mr. McHveun. Do I understand you to say that he was burned or 
nettled because of the fact that the BAIC was taking a man out of 
the British service for the purpose of trying to develop for them the 
South American market ? 

Mr. Smirnu. Thatisright. Inthe middle of the war. 

Mr. McHveu. Is that because of the fact that that would have 
meant taking business away from USAIG ? 

Mr. Smiru. No. Whether it did not not, I don’t think it would 
have made any difference. We could not have forecast, but he was 
just burned up at the very thought of the tactics involved. 

Mr. McHven. Are you saying that he wasn’t primarily concerned 
about the fact that by setting up this man to take this business, it 
meant the loss of business to USAIG? 

Mr. Smirn. I don’t think that entered into it. 

Senator O’Manonry. What were the tactics involved with which 
yu think he took umbrage ? 

Mr. Smiru. I beg your pardon, sir. 

Senator O’Manonry. What were the tactics involved at which you 
believe the author of this letter took umbrage ? 

Mr. Smrrn. Of course, our organization was stripped to the bone 
with young people and active pilots and we were carrying on the best 
war we could, and Reed Chambers, his partner from the beginning and 
one of the organizers, he stepped out voluntarily and offered his serv- 
ices to the Government and was gone for how many years, Reed ? 

Mr. Cuampers. About 3 years and 3 months. 

Mr. Sanru. And while we are struggling along they go as far as 
pulling an active pilot out of service in order to serve their own ends. 

I think it was a natural reaction. 

Mr. McHvueu. As background then, Senator, for the questions that 
were previously raised with reference to the South American business, 
I read this portion of the letter discussing the arrangements with 
reference to Canada. 

This letter then goes on: 


a 


y 


Recalling all that had taken place in the Canadian situation, it was perhaps 
only natural that when Haward talked about “joint” development of South 
America, some of my associates wondered just what this term meant in the light 
of past experiences. 

As you know, over a period of years I have confined the operations of the 
USAIG to what I considered was our proper territory or sphere of activities and 
endeavored to direct all business elsewhere to you, the BAIC. We have been 
offered and are offered business from Australia, South Africa, India, and 
numerous other places and on each occasion I have replied to these inquiries 
stating that I felt their business was the prerogative of the BAIC and the London 
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market. I do not consider this attitude inconsistent with our present position 
in Canada where I feel that we are in the category of an invited guest working 
in your field and initially at your suggestion. In all of my replies to letters 
received from aircraft owners and assureds from all over the world asking that 
we make our facilities available to them, I have taken the position that our 
operations were confined to the Western Hemisphere—meaning North, South, 
Central America, Mexico, Cuba, the West Indies, etc., and that we would write 
business outside of this territory only if it involved American-owned operations 
where it was advisable for the insurance to follow the operations for the sake 
of uniformity. I recognize the fact that I have no right to carve up the world 
and say “This is my yard and that’s yours and that I will cultivate my garden 
and you cultivate yours,” but I have said so much on the subject to so many 
people over such a long period of time that it was in the nature of a shock to me 
when I learned that you contemplate a survey of South American business for 
the purpose of eventually opening up offices in that field and competing with us 
in what I considered was our field and which I wanted to develop following the 
war when we would be in a position to devote the time and money to such an 
undertaking without criticism on the part of our companies. 

Would you say from this, Mr. Smith, Mr. Beebe wasn’t primarily 
concerned because of the fact that this meant competition with your 
group? 

Mr. Smirn. There is more to it than that, sir. The basic reasoning 
behind was good then and it is just as valid today. 

We think we know something about domestic USA aviation and 
South America. 

We an we know a great deal more about it than an underwriter 
sitting in London, and we had continually had raids on domestic 
American business at ridiculous rates which helped to demoralize the 
market, and as a matter of good commonsense and business judgment, 
they and we and the entire world aviation market would have been far 
better off had they laid off this competition, let us take care of the 

. i 
things that we were equipped to take care of and they take care of 
those things which they were better equipped to take care of. 

Mr. McHven. Isn’t that another way of saying, Mr. Smith, that 
you understood that you were better able to serve these certain markets 
and you considered that to be your exclusive area ? 

Mr. Sairu. I think we can m: ep an honest statement that that was 
going through Mr. Beebe’s mind, but as Mr. Chambers said earlier, 
he wasn’t thinking of perhaps certain Sherman Act—I am not an 
attorney, but if that of itself involved a Sherman Act violation, for 
example, I don’t think Dave Beebe realized it at the time. 

sut when our own member companies learned of it, they jumped 
on it; is that not correct ? 

Mr. Cuampers. That is right. 

Mr. Smiru. And said you can’t do down there anything that you 

can’t do here, and we had a little different concept, and remember, 
gentlemen, that this is all way prior to the Southeastern Underwriters 
case. 

Mr. McHven. This letter then concludes, Senator—I am omitting 
a considerable portion of it as it is very lengthy : 

I might make it clear here that I do not think it would not be mutually desira- 
ble to consider any such plan for joint operations such as was originally con- 
sidered with respect to the development of Canadian business. As for any other 
plan of joint operation, that would have to depend entirely on what is proposed 
and the conditions prevailing at the time. Everyone has his desires and hopes 
and there is no reason why I should not be frank enough to express my own per- 
sonal desires in this matter and they are briefly that if you are talking about 
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the BAIC only I would like to see you stay out of South America and let us de- 
velop that field. If you are talking about an ironclad agreement that will in- 
clude all elements of the London market presently interested in aviation insur- 
ance that is a different matter and would involve a great deal of thought and 
study being given to detailed concrete proposals. 

Mr. Cuampbers. May I interject something there, Mr. McHugh? 

Senator O’Manoney. Yes, you may. 

Mr. Cuampers. Mr. Haward who is spoken of there, he came into 
Canada and proceeded to open an office and made a very bad mess of 
it, lost a great deal of money and even in the first 2 or 3 years after 
the war and was fired and is no longer even with that company. 

And as a result of their operation in Canada, I think they lost all 
interest in South America. That would be one reason. And the 
other reason is that practically all of the countries in Latin America 
went nationalistic, and I mean by that there are very few companies in 
Latin America that we can issue an American policy in at the pres- 
ent time. 

Wereinsure domestic companies there. 

Senator O’Manonry. May I ask a question without interrupting 
your trend at this point. Referring to the first paragraph of this 
letter of September 8, 1942, Mr. Chambers—do you have it before you ? 

Mr. Cuampers. Yes. 

Senator O’Manoney. You will note that Mr. Beebe, who I under- 
stand was a partner 

Mr. Cuampers. That is correct, yes, sir. 

Senator O’Manoney. He is the author of this letter. 

Mr. Cuampbers. That is correct. 

Senator O’Manoney. This letter is dated September 8, 1942. 

Mr. Cuameers. I was in Washington at the time that was written. 
I didn’t come in contact with it for quite a long time afterward. 

Senator O’Manoney. But Mr. Beebe said in the first sentence: 

I recently received from Ashley Haward a letter dated August 21, of which the 
attached is a copy, commenting on his conversations during the latter part of 
July with Reed Chambers, Al Smith, Dick Anderson, and myself. 

Did you participate in such conversations ? 

Mr. Cuampers. I don’t remember it. It is possible that I did. I 
was in New York possibly 2 or 3 days a month average during the 
period I was down here, and I may have—I remember having met 
Haward in New York but I don’t recall any such conversations as that. 
It is possible. 

Senator O’Manoney. Are you the Al Smith, Mr. Smith, who is 
mentioned in this letter? 

Mr. Smirn. Yes, sir. 

Senator O’Manoney. Were you in that conversation ? 

Mr. Somirn. I have to give the same answer. I have met Lam- 
plugh in New York on a number of occasions when Haward was in 
Canada. I would meet him in New York. Either or both of them 
would come into the office, but I have no recollection of meeting for 
purposés of this discussion. 

However, let me say if Mr. Beebe says we met, you take it for 
granted we met, because one thing he was among everything else that 
was good, he was factual, so we don’t deny that at all. But I just 
don’t have any recollection. 
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Senator O’Manoney. You are both here now, Mr. Chambers and 
Mr. Smith, and I refer now to the third paragraph on page 6, the first 
sentence of which reads as follows: 


As you know— 
you of course is Mr. Lamplugh— 


as you know, over a period of years I have confined the operations of the 
USAIG. 

Now let me interrupt. USAIG is the group of which both of you 
gentlemen were members at that time and are still members. 

Mr. Cuampers. Yes, sir. 

Senator O’Manonery (continuing) : 

As you know, over a period of years I have confined the operations of the 
USAIG to what I considered was our proper territory or sphere of activities 
and endeavored to direct all business elsewhere to you, the BAIC. 

Did Mr. Beebe correctly state in that sentence the policies of USAIG 
as you understood them to be, Mr. Chambers ? 

Mr. Cuampers. Well, up to that time I would say that is true be- 
cause let me go back into a little more history, Senator. We insured 
Pan American Airways from inception and still do. We had a ter- 
rific time getting our member companies to follow Pan American’s 
operation. 

When Pan American first started operating in Latin America, many 
of our companies wanted no part of doing business in Latin America, 
and when they started flying over the ocean, many of our companies 
were most provincial. In fact, I have told them to their face they 
are most provincial in their thinking, that some day airplanes will be 
flying around the world. 

But the mere thought of flying areund Yucatan, the Canal Zone 
and the north coast of South America scared them to death. 

And we had a big problem getting them outside of the territorial 
limits of the United States. They no longer have that fear. It has 
changed completely. They have beer. in other organizations doing 
now an international business, but this was all new to them at that 
time. 

Remember that many of our companies had had some very unhappy 
experiences in certain Latin American countries where their assets 
were confiscated and they were forced to get out They wanted no 
part of it. 

Senator O’Manoney. That is another subject. 

Mr. Cuampners. But it has to do with this kind of thing. 

Senator O’Manonry. But you have said, as I understand in re- 
sponse to my question, that Mr. Beebe in this sentence correctly stated 
what the policies of USAIG were on the 8th of September 1942. 

Mr. Cuampers. That is absolutely correct. 

Senator O’Manonry. When he wrote this letter. 

Mr. CuAmpers. That is correct; yes, sir. 

Senator O’Manonry. Mr. Smith, is your answer the same? 

Mr. Smirnu. Yes, sir. Not, however—excuse me, Senator—not in 
the sense of attempting to divide up the world, because we believed 
then and we still believe that we know more about aviation in North 
and South America than people sitting in the London market. 
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And by the same breath we admit that the London market, and 
particularly Captain Lamplugh, knew far more than we knew about 
aviation worldwide outside of the Western Hemisphere. 

Lamplugh had offices in South Africa, in India, and the entire 
London market, as you know, I mean traditionally has operated 
worldwide. 

There is more to this aviation insurance business than just picking a 
number out of a hat. We like to know something about the risk we 
are insuring. We did not feel that we would know very much about 
what was going on in remote parts of the world. We had enough 
problems of our own to properly conduct the business on this side of 
the world. 

Senator O’Manonry. Which is the most important business, of 
course, but it is also true, is it not, that to a greater and greater degree 
the managers of business which is carried on throughout the world 
are becoming acquainted with the far reaches of the globe? There is 
no question about that, is there? So here is the principle that is laid 
down in this sentence: 


As you know, over a period of years I have confined the operations of the 
USAIG to what I considered was our proper territory or sphere of activities— 


now here is the consideration— 
and endeavored to direct all business elsewhere to you, the BAIC. 


Was that the attitude of your group at that time ? 

Mr. Smiru. I would say that it wa 

Mr. Cuamerers. I think so. 

Mr. Smirn. I don’t think we deny that at all. 

Senator O’Manonry. What is your attitude toward BAIC now? 

Mr. Cuampers. We are in active competition with BAIC in many 
places. 

Senator O’M.noney. What places? 

Mr. Cuampers. Well, in Canada primarily. They are our worst 
competitor in Canada, BAIC and Lloyds directly are our worst com- 
petitors there. 

Senator O’Manongy. Where else are you in competition with them ? 
You said primarily in Canada. 

Mr. Cuampers. Well, we did insure the Israeli Air Lines and we 
lost that for lower rates to BAIC and the London market. 

We have been underquoted on Egyptian Air Lines, on Pakistan 
Air Lines where we have quoted directly, at rates lower than we were 
willing to go at. 

I believe at one time we even made a quotation on Air India directly. 

Senator O’Manoney. All right, that brings me to the second sen- 
tence. Let us read that: 

We have been offered and are offered business from Australia, South Africa, 
India, and numerous other places and on each occasion I have replied to these 
inquiries stating that I felt their business was the prerogative of the BAIC 
and the London market. 

Does that still represent the policy ? 

Mr. Cuampers. No, sir, it does not, no, sir. We will write a piece of 
business anywhere in the world today that we think we can make a 
profit at it but we don’t know any that is worth shooting at at the 
present time at the rates that are being written. 
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Senator O’Manoney. All right, are you in competition with BAIC? 

Mr. CHampbers. Oh, yes. 

Senator O”’ Manoney. You said primarily in Canada. 

Mr. Cuampers. That is correct, that is right, and in fact I know of 
no other risk that has been offered to us. Yes, we made a quotation 
on Japanese Air Lines within the past 2 or 3 years or whenever they 
got started. We quoted on that directly and we were underquoted on 
that again. 

Australia Air Lines, I don’t know of any Australian Air Lines that 
have been offered to us in the recent past. 

Senator O’Manoney. Isn’t the understanding in the aviation in- 
surance business that the BAIC follows the British flag ? 

Mr. Cuampers. Yes, I would think very much so, yes, sir, that is 
correct. 

Senator O’Manoney. Do you respect it? 

Mr. Cuampers. Yes, sir, I do. 

Senator O’Manoney. Very well, proceed, Mr. McHugh. 

Mr. Cuampers. I respect them for following the British flag and I 
think we should do the same thing as far as following the American. 

Senator O’Manoney. I meant do you respect the ‘agreement, Mr. 
Chambers ? 

Mr. Cuampers. Oh, no, no. I understood you to say, “Do you 
respect them for following the British flag,” and I say I do. 

Senator O’Manoney. I was talking about the principle. 

Mr. Cuampers. I think that that 1s one of the things we should do 
more of, follow the American flag, and we personally have tried to do 
it. 

Mr. Haven. If I may interrupt, he didn’t realize that you were 
referring to some agreement because there is no agreement for him to 
respect. There never has been any agreement and there is no agree- 
ment at the present time with BAIC or any other British 

Senator O’Manoney. When you say there never has been any agree- 


ment, you involve me in a little confusion, because Mr. Beebe said in 
his letter: 





We have been offered and are offered business from Australia, South Africa, 
India, and numerous other places and on each occasion I have replied to these 
inquiries stating that I felt their business was the prerogative of the BAIC and 
the London market. 

Now Mr. Chambers and Mr. Smith have placed their absolute O. K. 
upon the statement of Mr. Beebe, so at that time at least it was the 
agreement. 

Mr. Smirn. There never was. 

Mr. CHampers. It takes two people to make an agreement. 

Mr. Haven. That wasn’t an agreement. 

Mr. Cuampers. That is our belief and it is still our belief that there 
are certain segments of the world we are not equipped to service 
properly, to handle properly, to service claims in properly and we - 
still believe that and if they hs d any sense they would learn that about 
us and they have learned at the expense of their pocketbook that they 
should do that. 

Senator O’Manonry. I don’t want to harass you, Mr. Chambers, 
because you are too intelligent a man, but this statement that you now 
make seems to me to betray a little confusion of thought. I would 
like to have the reporter read back Mr. Chambers’ answer. 
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(The reporter read back the statement referred to. ) 

Mr. Cuampers. Let’s get your question first. 

Senator O’Manoney. Because I cert: ainly did not understand what 
you think I understood. 

(The reporter read back the statements referred to.) 

Senator O’Manoney. Now that was your answer, Mr. Chambers. 

Mr. Cuameers. Yes, sir, that is right. 

Senator O’Maunoney. My point is that that is a very different state- 
ment from the statement of Mr. Beebe which you now represent to 
have been your belief now and your belief at that time. 

Mr. Cuampers. No, sir, I did not represent that it was my belief. 
That is Mr. Beebe’s belief. 

Senator O’Manonry. Pardonme. Mr. Beebe says: 

We have been offered and are offered business from Australia, South Africa, 
India and numerous other places and on each occasion I have replied to these 
inquiries stating that I felt their business was the prerogative of the BAIC 
and the London market. 

If that was the belief of Mr. Beebe and he was your partner, and 
he was writing this letter and you knew all about cm letter—— 

Mr. Cuameers. No, sir, I did not, unfortunately I did not. I did 
not know about the letter. 

Senator O’Manonry. You knew about the conversation. You have 
testified to that. So has Mr. Smith. Why was it necessary for him 
to write a complaining letter to Mr. Lamplugh in London about the 
breaking of such agreement 4 So they must have had a gentlemen’s 
understanding at that time. 

Mr. Cuameers. No, sir, there was not. 

Senator O’Manonry. Whatever may be the understanding now. 

Mr. Cuampers. There was not and I don’t recall even the conversa- 
_ with Haward at that time. I remember meeting him and that 
is all. 

” And as far as any understanding is concerned, any agreement, there 
never was agreement. 

As a matter of commonsense we still don’t believe that we should 
insure certain airlines where we cannot speak the language, we don’t 
know the value of their money and there is a lot of ‘things about it 
that becomes very complicated about that time. 

Senator O’Manonry. As a matter of fact, then you are not now 
competing with BAIC? 

Mr. Cuampers. In certain areas of the world, no, sir. 

Senator O’Manonery. Because you don’t know enough to do it. 

Mr. Cuampers. But they were competing with us. That would 
be a very sound answer; yes, sir; we don’t know enough, and there 
isn’t enough business there for us to send someone there and set up 
an office and teach him. It would be uneconomical to do it. 

Senator O’Manoney. All right; we will proceed with this later on. 

Mr. Smrru. Senator, had there been agreement, had there been— 
and there never was—I think one must assume then that one of the 
conversations would have been on Beebe’s part with his thinking, 
which I don’t disagree with; “You stay out of the United States,” 
And the record is clear that they never did, and that the London 
market continued, and right down to today, to raid American busi- 
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ness. Now, if we had had agreement, it would have encompassed 
the biggest part 

Senator O’Manoney. Is that on direct business ? 

Mr. Smiru. I beg your pardon. 

Senator O’Manonty. Is that on direct business ? 

Mr. Smiru. I speak of direct business; yes, sir. 

Senator O’Manoney. How much direct business ? 

Mr. Smiru. How much direct business ? 

Senator O’Manoney, How much direct business ? 

Mr. McHvueun. How much direct airline business do the British 
have now domestically ¢ 

Mr. Smirn. I can give you a very close estimate. This is hand- 
picked, based on the large accounts. Those we can follow, and I ac- 
count today for $8,400,000. 

Now, that doesn’t take into consideration the hundreds and hun- 
dreds of small, privately owned aircraft. No one can keep track 
of that. But, by a carefully prepared estimate as of about last 
spring, I could trace $8,400,000 of United States domestic; I am not 
talking South America; right here in this very country, written di- 
rect in the London market. 

Mr. McHueu. That is $8 million covering what type of business; 
what kind of coverage ? 

Mr, Smirua. Airlines and only aircraft hull and aircraft liability; 
only those two classes, without reference to the additional subsidiary 
covers that might be involved, as well, for airlines and for manu- 
facturers. That is the bulk of it. That is the only type that we 
sort of can keep track of that. I mean every aviation underwriter 
for general purposes knows where a big airliner account is insured 
or where a big manufacturer is insured, but nobody can keep track 
of the hundreds and hundreds and thousands of small risks; so that 
my figure of $8,400,000, I say, is extremely conservative. 

Mr. McHver. Is that $8 million of business which is now on the 
books? Are you speaking of current business in any given year? 

Mr. Smirn. That was the estimated annual premium volume as of 
the time I made this survey, if you like. 

Mr. McHuaeu. For which year? 

Mr. Smiru, A matter of some months ago. Let’s call it 1957. 

Mr. McHwuen. 1957? 

Mr. Smirn. Yes. 

Mr. McHucu. Out of a total of how much total domestic airline 
business ? 

Mr. Smirn. Let’s not talk domestic airline business. I don’t know 
what that figure is. I can give you—and, again, we have a very care- 
fully prepared estimate of the total aviation business, domestic United 
States, that is not under the strictest type of regulation State by State, 
and that brings it down to aircraft hulls and aircraft liabilities, and 
I make that figure $64 million, surprisingly close to your figures, 
Senator. 

You speak of 50 to 60. That is a figure that every aviation under- 
writer all over the world would like to know. What is the world 
volume? Nobody knows. But we can do more than just take a wild 
guess. We can build up an informed guess, always knowing that it 
could be off a little someplace. 
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Mr. McHveun. Mr. Smith, in the survey that you made, did you 

make any effort to determine how much of the business was written 
by the London market directly on the domestic American airline 
business ? 

Mr. Siru. I had that figure. Unfortunately, I don’t have my 
papers with me. I have merely the summary, but I had that in the 
course of the work that I did. I knew every one of them, by name. 

Mr. McHvuen. Senator, I think it would be helpful if they could 
submit this information to the committee for our further considera- 
tion. 

Senator O’Manoney. Will you be good enough to do that, Mr. 
Smith ? 

Mr. Smiru. This, I think, might bear on it. I have before me a 
statement, dated November 21, 1955, prepared by one broker in the 
London market. 

Mr. McHven. Do I understand you to have said, Mr. Smith, that 
the understandings or agreements that Senator O’Mahoney has re- 
ferred to in these memorandums were, in fact, never entered into? 

Mr. Cuampers. That is absolutely correct. 

Mr. Smirn. There were never any understandings. 

Mr. Cuampers. No, sir; never. 

Mr. Situ. That is a wild thought of Dave Beebe’s, put out without 
even Mr. Chambers’ knowledge; nothing resembling agreement. 

Mr. McHven. Do you now have, or have you since that time 
entered into, any agreements or understandings / 

Mr. Smiru. No, sir. 

Mr. McHvuen. With any foreign insuring groups concerning a 
dividing up of the world markets ? 

Mr. Smirn. No, sir. 

Mr. Cuampers. No, sir. 

-Mr. McHvuen. Have you entered into any agreements with any 
foreign markets concerning rates or policy forms and coverage? 

Mr. Smrru. I must answer you in a qualified manner. Blanket 
agreements, no; but we have had rec ently the question of the jet risks. 
First of all, the Boeing prototype risk, which involved $614 million of 
hull insurance alone. 

Mr. Cuampers. Seven and a half. 

Mr. Soirn. It started at 614 and then went to 714. It was entirely 
too big for our domestic market. It had to be covered in a world 
market, and it wasn’t even jointly rated. We were dickering to rate 
the thing, looking it over carefully on repeated visits to the factory 
along with technical men, when suddenly the London market made 
the rate and established the rate on it. Following that, we were asked 
by the broker to place 50 percent of the risk, and he would place the 
balance of 50 percent in London and part of that 50 percent among a 
few American domestic companies here. 

Mr. McHveun. Senator, in this connection, I would like to offer for 
the record a letter dated December 17, 1957, from Mr. R. H. Jennens, 
addressed to W. de Vlaming, Esq., president of the International 
Union of Aviation Insurers, in Amsterdam. This is a copy of a 
record provided to us by the United States aviation underwriters. 

Senator O’Manoney. What is the date of the letter? 

Mr. McHveu. This letter is dated December 17, 1957. 
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Senator O’Manoney. By whom? 

Mr. McHveu. It is written by Mr. R. H. Jennens. Will you tell 
us what company Mr. Jennens is connected with ? 

Mr. Samir. That is the same; British Aviation Insurance Co. 

Mr. McHveun. British Aviation Insurance Co. 

Mr. Smirn. He has succeeded Lamplugh, as we called him in a 
previous discussion. 

Mr. McHvueau. This is a copy of a letter addressed to Mr. W. de 
Viaming and which was sent to you; is that correct ? 

Mr. Smiru. That is right. 

Senator O’Manonery. Will you answer that question ? 

Mr. McHuen. Yes; he did. 

Senator O’Manoney. Did you answer the question, Mr. Smith? 

Mr. Smirn. Iam sure you areright. You are reading from a copy. 
I don’t have it in front of me. 

Senator O’Manoney. Do you have a copy of the letter for him? 
Hand the copy to Mr. Smith. 

(The letter referred to may be found in the appendix on p. 354.) 

Mr. McHueu. On the second page, Mr. Smith, there appears the 
notation “ce A. J. Smith.” 

Mr. Smiru. Right. 

Mr. McHueu. Indicating that a carbon copy was mailed to you, is 
that correct ? 

Mr. Suir. May I clear that up—the reason for that, De Viaming 
is the president of the international union. 

Mr. McHvueu. Will you explain what the international union is? 

Mr. Sairn. Jennens is the second vice president. I am the presi- 
dent, and Langmead is the paid secretary, and that explains why I 
got a copy, because I am an officer of the union. 

Mr. McHucu. What is the union, Mr. Smith? 

Mr. Siru. The union I would describe as a trade organization of 
insurance underwriters worldwide. 

Senator O’Manonry. You did receive a copy of this letter? 

Mr. Smiru. Oh, yes. 

Senator O’ Manoney. Thank you. 

Mr. Smiru. It is a trade organization similar to so many trade 

organizations that are found in ‘business generally. I think it might 
be a fair statement to say that all forms of business have their trade 
organizations, even the lawyers have their bar associations. ‘That is 
their trade organization. 

Mr. McHueun. Does this international union comprise insurance 
companies or insurance groups or both ? 

Mr. Smiru. Both, both. 

Mr. McHvueu. This consists of insurance companies and groups 
from all over the world. 

Mr. Smrri. That is substantially correct, yes. I may make this 
point. When you speak of groups, Lloyd’s is not a member, and we 
are the only member on this side of the world, in the Western Hemi- 

sphere. 

Mr. McHvuen. You are the only representative of that group from 
the United States ? 

Mr. Smirn. From the entire Western Hemisphere we are the only 
member, and that membership goes back more than 20 years. 
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Mr. McHven. Senator, I would like to read from that letter. It 
is dated December 17,1957. It reads: 


Dear Mr. DE VLAMING: You will recollect talking to me about the possibility 
of Lloyd’s Aviation Underwriters Association making a regular contribution 
to the funds of the IUAI in exchange for being supplied with matters of inter- 
est that may be circulated amongst members. 

My feeling is that we do not want to take any action that might lead Lloyd’s 
to think that after all there is no real need for them to join the union and I 
am inclined to think that the acceptance by the IUAI of a regular annual con- 
tribution would be likely to have just that result. Moreover, if they were 
allowed to become associated on such a basis, one could imagine the Aviation 
Insurance Offices’ Association retiring from full membership and asking if they 
might be accepted on the same basis as Lloyd’s. 

I would suggest, therefore, that if we should receive a definite offer from 
Lloyd’s on the lines of the decision taken by them on the 24th May last, we 
should explain that whilst an occasional contribution would be acceptable we 
would very much like them to reconsider membership of the union just as soon 
as their association in its reconstituted form has had a chance to settle down 
and possibly thrash the matter out again. (I would mention that I have had 
a word with Mr. Crowe, one of their past chairmen, on this subject and he 
does not feel that they would be hurt in any way if we acted on these lines.) 

You also talked to me about methods of keeping the cooperation between 
the American and Lloyd’s markets which started in Amsterdam from fading 
away and whilst I have no concrete suggestions to make, you will be pleased 
to know that on one risk at least, i. e., the Boeing production models, both 
markets have stood firm and an order has now been received on terms previ- 
ously agreed between the two markets. There is also quite a lot of support 
given by certain individual Lloyd’s underwriters in declining to undercut the 
USAIG on risks shown in London and there is every chance of this attitude 
spreading among other syndicates. 

With very best wishes for Christmas and the New Year. 

Yours sincerely, 
R. H. JENNENS. 

The reference to the two markets holding firm on this Boeing pro- 
duction model is the situation which you have just described ? 

Mr. Smiru. I described the original prototype test when we had 
only one aircraft. This refers to the insurance of the Boeing factory 
asthe 707’scame off the line. _ 

In other words, their production program. 

Mr. McHvuen. Do I understand from this that there was an agree- 
ment entered into between you and the London market or Lloyd’s 
concerning these jet Boeing 707’s? 

Mr. Smiru. There was no agreement. We were asked by London 
to cooperate in the rating of the jets. Remember that London mar- 
ket has a terrific interest, both direct and by way of reinsurance. 
This is a jumbo risk that involved capacity, and we realize that there 
were a lot of things, there were a lot of angles that should be brought 
to their attention in the underwriting of the risks, rates--secondary 
perhaps—forms, conditions. This Boeing presents some brandnew 

. ; > : 
problems, as all the jets will. We were invited by the London market 
to cooperate in the rating of it. 

Mr. McHueu. In normal times the Lloyd’s market would be com- 
peting with you in seeking this business. 

Mr. Smirn. That is right. 

Mr. McHvueu. On a rate which is agreed upon between you jointly, 
is that correct ? 

Mr. Sarr. Obviously with anything as big as this, Mr. McHugh, 
you cannot find—in 30 years in the business I know of no situation 
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where, in dividing coverage, so much in one market and so much in 
another, there have been two separate rates. 

You are going to find one ultimate rate, and in any risk of this 
size for the time being it is necessary, because without it you are not 
going to get the reinsurance support which we so strongly need. 

Mr. McHven. The purchaser of the insurance, though, in the first 
instance would generally have an option of seeking in different markets 
for competitive rates, would he not ? 

Mr. Smiru. That is right. 

Mr. McHveu. By virtue of this agreement he is denied the oppor- 
tunity to get competitive rates from the two groups. 

Mr. Sarn. Yes, but that does not close the market entirely. I 
mean, he could have gone to London and asked thein to write 100 
percent, for example. 

Mr. McHueu. But it just means that as between the Lloyd’s group 
and you competing for this business, there was agreement on the rate 
at which it was sold. 

Mr. Smiru. He could have gone, and I don’t think he went at all, 
to Associated, who as we mentioned before are about as large as we 
are, a very important factor in the market. 

To the best of my knowledge and ability they never approached 
Associated on it. This is a jumbo target risk which has all under- 
writers concerned very much worried, and you are never going, not 
until we have a spread of jet risks some years from now, you may 
find situations where people will participate blindly, but the experi- 
meee underwriter isn’t going in blindly on anything of that size 
today. 

Mr. McHveu. Mr. Smith, has this agreement between you and 
Lloyd’s 

Mr. Smirn. There was noagreement. I don’t want the word “agree- 
ment” to work in any place. We were asked to submit our rates. We 
submitted them, and the London market elected to follow them. That 
is quite different from agreement. We didn’t stop them from quoting 
a lower rate. 

Mr. McHvan. Did they call upon you first for the purpose of 
getting an understanding with you concerning what the rates would 





Mr. Smiru. Oh, I think that out of it they knew that might come. 
They asked our cooperation. 
r. McHvuen. And you did ultimately submit a rate which was 
agreed upon between the two groups? 
Mr. Smiru. Our rate was satisfactory to them and they elected to 
go along with it. 

_Mr. McHvusen. Senator, this letter makes reference to the coopera- 
tion between the American and Lloyd’s markets which started in 
Amsterdam. I would now like to offer for the record portions of the 
minutes of the international union at their annual general meeting 
in 1957 on the 9th and 10th of October 1957, bearing upon the reference 
to the Amsterdam meeting in the letter just read. 

Senator, these are the minutes which were obtained from the files 
of the United States Aviation Underwriters. They are an exact copy 
of the minutes of the Amsterdam meeting of the international union. 
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I would like to submit that to Mr. Smith and ask him if he will 
identify that as a copy of the minutes of that meeting. 

Mr. Smiru. Yes, sir. 

Senator O’Manoney. The reporter will note that he acknowledged 
the document by a gesture. 

The entire text. will be part of the files, and such portions as you 
decide to read may go into the record. If the witnesses care to add 
anything else from the exhibit, it may be added. 

(The document above referred to will be found in the appendix on 
p. 675.) 

Mr. McHuexu. What we would like to do, Senator, since there are 
a number of documents which should be made a part of the complete 
hearing, we would ask that those documents should be included in a 
separate appendix to our hearings and published in full. 

Senator O’Mauoney. It isso ordered. 

Mr. McHvuen. This document reads in part, under the caption, “7. 
Underwriting Subcommittee” : 

The report of the underwriting subcommittee has been circulated to members. 
Prior to the meeting, amplifying the report, Mr. Jennens expressed thanks to 
those members who had acted as hosts for the committee meetings. He reminded 
members that the minutes had been circulated, and he hoped that the reports of 
the various discussions would assist them in dealing with underwriting problems 
in their own countries. He reported that the question of closer liaison with 
the LATA Insurance Committee— 

Tell us what the [ATA Insurance Committee is. 

Mr: Cuameers. International Air Transport Association. 

Mr. McHveu (continuing): Had been discussed, and the subcom- 
mittee recommended that if the opportunity should arise, the general 
secretary accept wherever practicable, and subject to agreement of the 
officers of the union, invitations to attend meetings of that body. 

At its meeting the previous day the subcommittee had given considerable 
thought to the growing practice of airlines undertaking the shipment of freight 
on specified services. The legal adviser would draw up notes on the subject and 
appropriate memorandums would be circulated to all members in due course. 
The underwriting subcommittee had also given thought to the probable effect of 
high value jet aircraft on aviation insurers’ accounts generally. The first of 
such aircraft would be the Boeing 707 at an annual cost of about $4,300,000, 
rising to $5,500,000 each, and the first would appear for flight testing early in the 
following year. It was anticipated that there would be up to 12 being insured 
during 1958. 

With a view to promoting discussion and to stimulating thought on the sub- 
ject, the underwriting subcommittee placed before the annual meeting the 
question whether the pattern of placing risks set in the case of the prototype 707 
might not be the best proposition for all concerned, as opposed to the possibility 
of several markets competitively quoting on the whole value. 


I understand you to say that the subcommittee was considering 
adopting the form which was agreed upon with reference to the proto- 
type model. 

Mr. Smrrn. No. I would put it in other language. It came up for 
discussion, and it came up for discussion when | was over in May 
again. You have got many members, each with a different idea. 
Everybody is worried about this jet program. I myself had had a 
rather broad plan in my mind how this thing should be approached. 

Everybody is afraid of the risk until they get it spread. When they 
get two or three hundred of these, the situation will change completely. 

Mr. McHven. Do I understand, Mr. Smith, that what he is speak- 
ing about and what was going to be considered was whether they would 
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do it by permitting each to compete with each other on the whole, or 
whether they would adopt a similar plan as had been agreed upon 
between your market and Ployd’s on the prototype 707 ? 

Mr. Smiru. What they were looking for was a division of the busi- 
ness in order to spread the risk so that no one would be hurt out of 
proportion to his capacity. That was merely one suggestion advanced. 

Mr. McHueu. But he speaks here specifically, does he not, of two 
alternatives: (1) Whether or not business would be offered to all com- 
petitively, in which presumably different rates could be offered; or 
(2) whether or not they would adopt a plan similar to the agreement 
apparently entered into between your market and Lloyd’s on the 707 
prototype. 

Is that not accurate ? 

Mr. Smiru. Yes; it is accurate, but it doesn’t close the door. I 
mean there are other methods. 

Mr. McHuean. I understand. But that is merely what he was pro- 
posing at this time. 

Mr. Smirn. Bearing in mind that one of the reasons for this pat- 
tern was that everybody doubted—and I still doubt today—whether 
a competitive market completely on the outside could ever cover this 
job, and if you do not get the important segments of the market to- 
gether on a rate that they all agree is a satisfactory rate, Boeing would 
not have insurance on those jobs. It is just that simple. 

Mr. McHuen. So that it is your idea that it would be better to have 
all of the markets together in agreement on what the rate would be, 
rather than permitting the aircraft manufacturer or the airline to 
shop around for different rates ? 

Mr. Smiru. I have no objection to him shopping, but I am afraid 
that if he resorted to that practice, he never would get his insurance. 

Mr. McHvueu. It is your view, then, that the only way he could 
obtain the necessary insurance for a large risk is to have an agreement 
among competitive world markets concerning the rate at which that 
insurance would be sold ? 

Mr. Smrru. Well, we knew that it was effective with respect to the 
prototype at a time when we all entertained very serious doubts 
whether there was enough world capacity to cover $6.5 million. As 
a matter of fact, it was not covered at the hour that the insurance 
went into effect, and it was only through one American company 
stepping up and filling in the breach that the entire world market 
provided $6.5 million. 

Mr. McHuen. Mr. Smith, this minute goes on: 


It was felt that no market would wish to undertake 100 percent of such a 
heavy and unbalanced risk. Members would have in mind the results of the 
IUAI investigation into the experience of new-type aircraft, which showed a 
consistently heavy loss in the early years in terms of the total number of such 
aircraft in use during that period. 


It may well be that whatever pattern was set for the first of the new-type jet 
aircraft may well be followed in the case of insurance in respect to their later 
use by airlines. 

Mr. Smirn. I take you back, Mr. McHugh, to one of the funda- 
mentals of the union. The union is not a ratemaking organization. 
It is not an organization for the exchange of reinsurance. It plays 
no part in the union. We are all interested in aviation insurance. 
That is our business. 
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__ This is one suggestion discussed, or two alternate suggestions. 
That does not close the door to everything. 

Mr. McHveu. I understand that. 

Are the offices of the union being used or have they been used for 
the purpose of formalizing agreements or understandings with refer- 
ence to rates among any of the members ? 

Mr. Smiru. Never, sir, and you have examined the minutes far 
enough to know that that has been repeatedly pointed out, and I, 
above all, because of our situation under our various antitrust laws, 
have taken the position that the day that they start to discuss rates, 
we resign, and you have read that in the minutes, I am sure. 

Mr. McHuean. By that you mean formal agreements that would be 
initiated by the union and which would be legally binding upon each 
member ? 

Mr. Smiru. A thing similar to this London leader agreement. We 
couldn’t enter into that. And if the union were used as a vehicle to 
augment that, our resignation would be in the following morning. 

Mr. McHvuen. This minute continues, Senator: 

Mr. Reed Chambers felt that it would be appropriate to discuss the rating of 
the Boeing 707 at that meeting, but it was pointed out that it was intended only 
to discuss the principle, and that reference to a particular case was incidental. 
In support, Mr. Smith suggested that while they must of necessity be mindful 
of the proprieties in referring to a particular risk, it would be beneficial to dis- 
cuss the matter in principle, a point of view confirmed by Mr. Goodfellow, who 
reminded the meeting that during the discussions in the underwriting subcom- 
mittee they had not been considering merely the Boeing 707, but also the serious 
problems which faced aviation-insurance markets on the introduction of these 
high-value jet aircraft. 

Did you participate in these subcommittee discussions? 

Mr. Smitn. Yes, sir. 

Mr. McHvueu (continuing) : 

He thought that the intention of placing the matter before them by the sub- 
committee was to provide a suitable opportunity for members to discuss in 
general terms the attitude which was to be adopted to cope with the larger 
risk, and he therefore suggested that they discuss the matter without recording 
the discussion in the minutes. The proposal was agreed to and the meeting 
subsequently devoted time to a detailed discussion of the subject. 

Could you describe for us the type of subject that ensued which it 
was decided they should not reduce to the minutes ? 

Mr. Smiru. It covered a very broad field of underwriting condi- 
tions, the new problems we would be faced with, the fears of under- 
writers how they were going to absorb these jumbo risks, and it cov- 
ered, I suppose, many phases, from memory, with one exception: 
that there was never any mention of rates, to the best of my recol- 
lection. And had there been, as I said before, I would have walked 
out the door. 

Mr. McHvucn. What are the matters which you felt ought to have 
been settled in principle ? 

Mr. Smiru. Well, we have got the question of the new problems of 
the jet. I am not a technical aviation man. I would rather Mr. 
Chambers take that one. I know nothing about an aircraft. 

Mr. Cuampers. I was impressed at this meeting—the minutes are 
wrong there. I objected. It was mentioned that the Boeing should 
be rated, or discussed, and I refused to. In other words, I took the 


exact opposite position to what the minutes purport that I did take. 
I refused to discuss it. 
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Mr. McHueu. You refused to discuss this specific point, the Boeing 
707? 

Mr. Cuampers. That is correct. 

Mr. McHveu. Did you enter into or participate in the discussions 
with reference to general principles concerning how it should be 
underwritten ? 

Mr. CuaAmeers. Not so far as the committee is concerned, no, sir, I 
did not. One of the things that was discussed in the open meeting 
was the problem of ingestion, which we have never had. 

Mr. McHven. The problem of what ? 

Mr. Cuampers. Of ingestion. Ingestion, I might say, is a foreign 
object going into the throat of a jet engine, and picking up a rock 
on a runway or a pair of pliers or a monkey wrench being dropped in 
can cost as much as $175,000 just in one engine. 

Incidentally, there were some figures made public just last week 
where the Air Force states that ingestion has cost the Air Force over 
$50 million in the year 1957, and that is one of the problems that I 
brought up. I said, “Gentlemen, we have got a new problem here. 
If we swallow a rock in one of these things, we have destroyed one 
of these very expensive engines.” 

And that did come in for a great deal of discussion, the fact that 
we still have short runways throughout the world, with a very few 
exceptions, and that the runways are not swept commercially, and I 
did point out a lot of the headaches that we had in the jet program 
which we had never heretofore faced. I recall that very much. 

Mr. McHvuen. Mr. Chambers, at this meeting when the subcom- 
mittee met, did they not 

Mr. Cuampers. I was not at the subcommittee. 

Mr. McHucu. You were not at the subcommittee meeting? 

Mr. Cuampers. No, sir, I was not. I attended no subcommittee 
meetings at all. That was at the general meeting. 

Mr. McHvuen. Then, Mr. Smith, you were present at the subcom- 
mittee meeting ? 

Mr. Smirn. Yes, sir. 

Mr. McHucu. At the subcommittee meeting, was there any general 
discussion concerning the manner in which the various markets would 
participate or cooperate among each other in the rating 

Mr. Smiru. Not in the rates. 

Mr. McHveu. In the 707 business ? 

Mr. SmirH. Rates never entered the discussion. There were many 
ideas advanced, a world pool for the next 2 or 3 years until there is 
some spread, was one alternative. The business of writing, for ex- 
ample, following the prototype policy, 50 percent in the American 
market and 50 percent in the London market with the support of 
others. 

These were just thoughts thrown about. Nothing crystallized at 
that point, but the one thing that was not discussed was rates. 

Mr. McHvueau. Have there been any efforts, to your knowledge, in 
the union by its executive officers to consider whether or not rates or 
world tariffs can be stabilized through the union ? 

Mr. Smitu. No. 

Mr. McHven. Sir, I would like to offer now in evidence a letter 
dated March 29, 1956. This is from Peter Langmead of the Inter- 
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national Union of Aviation Insurers, addressed to Mr. A. J. Smith, 
United States Aviation Underwriters, proposing certain matters, a 
certain agenda which would be considered, concerning the role of the 
international union, its future activities. He submitted a memo- 
randum which he attached to that letter for the consideration of Mr. 
Smith and apparently other members. 

This is a letter, and a memorandum also, which we obtained from 
the files, from Mr. Smith and Mr. Chambers. This letter reads 
(The letter and memo may be found in the appendix on p. 347.) 

Senator O’Manoney. Let us have the document identified by Mr. 
Smith and Mr. Chambers. 

Do you have a copy of this, Mr. Smith ? 

Mr. Smiru. I am sure we have it. The 29th of March 1956. 

Mr. McHvueu. Under the caption “Memorandum” it reads: 

This memorandum attempts to restate the objects of the IUAI, to review 
progress to date, and to submit suggestions for the progressive development of 
the union’s activities in the interest of the aviation insurance market in general 
and to all members in particular. 

It then goes on to set forth certain categories under “Objects,” 
“History,” “Dissemination of Information,” which I will not bother 
to read. 

Then under the heading “Rating,” this appears: 

There appears to be a divergence of views as to the extent to which the union 
should go in order to bring about some uniformity of rates. It is felt that much 
more can be done in this direction and although, for the reasons given above, 
it has not been possible to achieve unanimity within the union, there seems to 
be a general feeling that it would be desirable to endeavor to obtain some form 
of hull agreement or follow the leader. It does seem possible that without 
eliminating legitimate competition general measures could be effected which 
would result in the mitigation of indiscriminate rate cutting. It should not be 


too difficult to find a formula which would enable some measure of control to 
be exercised over rate cutting without going to the extent of tariffmaking. 


You have stated, Mr. Smith, that there is no formal tariffmaking 
which the union is authorized to engage in; is that correct ? 

Mr. Smiru. Definitely correct. 

Mr. McHvueu. Would you say from a reading of these suggestions 
with reference to rating that there are no attempts within the union 
to prevent rate cutting ? 

Mr. Suirn. Yes, and I would like to go further. I would say that 
Mr. Langmead was chastised through some of the suggestions he 
made. 

You have got to get the picture of a young man new on his job, so 
to speak. I think we have had him as a paid secretary of the union 
for about 2 years. He has got to make a job for himself, and so he 
probably lays awake nights trying to dream up ways and means of 
expanding the union and expanding his staff and making his job 
bigger. 

If I may at this point touch on part of my reply to that memo- 
randum, I said: 


Hitting a few of the high spots, I think it would be—— 


Mr. McHvueu. Would you give us the date of the letter you are 
reading from? 
Mr. Saves. April 20, 1956. 
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(The letter referred to may be found in the appendix on p. 912.) 
Mr. McHven. That is a letter from you to Mr. Langmead ? 
Mr. Smiru. To Mr. Langmead. 


Hitting a few of the high spots in your memorandum, I think it would be a 
great mistake to attempt any semblance of rating agreements. Members would 
be most reluctant to enter rating agreements in which a large segment of their 
competitors were not bound. 

Mr. McHvueu. Do I understand from this, Mr. Smith, that what 
you are saying is, you object to any attempt to enter into ratemaking 
on this basis because of the fact that there isn’t a sufficiently large 
segment of the members so that all people would be bound by it? 

Mr. Smirn. No. First and foremost in my mind are our antitrust 
laws. That comes ahead of everything. I know that I cannot enter 
into such an agreement. 

Mr. McHvueu. I understand you to say here that “members would 
be most reluctant to enter into rating agreements in which a large 
segment of their competitors were not bound.” 

Mr. Smiru. That is right. 

Mr. McHucn. That is the reason they would not enter into it, be- 
cause it would not be effective? 

Mr. Smiru. Well, it would leave the door wide open to the rest of 
them. Lloyd’s, for one, one of the biggest competitors that all the 
rest of the members of the union are faced with. Lloyd’s is not and 
has never been a member of the union. 

And take the case of Associated Aviation Underwriters right here, 
a very large group not represented in the union. That would be 
duck soup for both Lloyd’s and Associated if the union members got 
together and set up a rating pattern that the others could shoot at. 

Mr. McHvueu. Has your union been attempting to get Lloyd’s to 
join the union ? 

Mr. Smiru. Yes, repeatedly. 

Mr. McHuen. Have they been successful ? 

Mr. Smiru. No. 

Mr. McHueu. Have any of the Lloyd’s underwriters individually 
joined your union ? 

Mr. Smirn. No, they would not be eligible on that basis. 

Mr. McHuau. Have they been invited to participate in your meet- 
ings as guests ? 

Mr. Smiru. For years we have asked them to send the chairman of 
the Lloyd’s aviation underwriting committee, as they call it, or asso- 
ciation, as an observer. He sits in at the regular meetings, that is, the 
business meetings. That has been going on for some years. 

Mr. McHucu. You were reading from this letter, Mr. Smith. Is 
there something else ? 

Mr. Smiru. Well, I read the first part of it. I want to get back to 
the functions of the union and the reason for the union, as I see it. 

Mr. McHuen. While we are on this, Senator, I would like to offer 
for the record the full letter which Mr. Smith has referred to. This is 
a letter of April 20, 1956, from Mr. Smith to Mr. Peter Langmead, the 
general secretary, International Union of Aviation Insurers. In that 


connection I would like to read an additional portion from the same 
letter. 
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Senator O’Manoney. Is this the letter from which Mr. Smith has 
just read a sentence ? 

Mr. McHueu. Itis. Itisthe same letter, Senator. 

Senator O’Manonrey. You have seen a copy of this letter, Mr. 
Smith ? 

Mr. Smrru. Yes. I do not want to take the time to read the entire 
letter, but I repeat : 


Hitting a few of the high spots 


Senator O’Manoney. I just want this for purposes of identification. 

Mr.Smirx. Yes. I will accept it, sir. 

Senator O’Manoney. You indicate that it is your letter. 

Mr. Smirn. Right. 

Senator O’Manoney. But it wasnot stated. That is what I wanted. 
Thank you very much. 

Mr. McHueu. This letter then reads in part: 

You and some of the members may feel that I am warped on the subject, that 
I do not feel that progress can be made in the matter of agreements. but I do 
feel that progress can be made in the matter of agreements on many broad prin- 
ciples of underwriting through the setting up of a sort of code of the things we 
will not do because they are unsound things for all concerned. I do feel that 
there has been improvement in London recenly which comes under this broad 
heading. For example, the agreement against excess of loss reinsurance on 
individual hulls. That was a tremendous step in the right direction. I under- 
stand there are some segments of the Lloyd's market that have not gone along, 
but this will probably always be the case. Nevertheless, the improvement which 
has resulted from the present agreement in London is noticeable here. 

Can you tell us what was meant by “the agreement against excess 
of loss reinsurance in individual hulls”? 

Mr. Smirn. This was an agreement entered into quite suddenly, I 
might say, from where I sat, among first of all the British companies 
in the London market. 

They had been taken for a sleighride for a number of years by some 
of the brokers in a pattern of, for example—this is a typical exam- 
ple—we will take an aircraft valued at $1 million. They would cover 
a million dollars initially in one market, and then reinsure $900,000 
of that on an excess of loss basis, that is ‘to say, the primary w riting 
company’s limit of liability would be $100,000. They would get the 
first $100,000, similar to a deductible on collision on your car, “if you 
like, and the balance of $900,000 sold to underwriters as an excess 
of loss reinsurance. That was one of the most stupid things that ever 
crept into the business. 

hat may work on a fireproof and concrete brick building where 
total losses are relatively unknown, but your aircraft is a potential 
total loss at every minute of the day, whether it is on the ground or 
in the air. 

Mr. McHven. Are you familiar with the nature of the agreement 
which was entered into and the parties to it ? 

Mr. Smrrn. I have a copy of it some place. I do not think we have 
got that with us, Mr. McHugh. 

Mr. McHvuen. What did you mean when you said: 


Nevertheless, the improvement which has resulted from the present agreement 
in London is noticeable here. 


Mr. Soiru. It stopped a vicious pattern of competition. We and 
Associated lost a tremendous amount of large airline accounts on this 
very pattern, to the London market, and to the old Aero Associates. 
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Mr. McHvan. So the purpose of the agreement is to prevent or to 
insure against the danger that business would be lost on that basis? 

Mr. Smiru. No. The purpose of the agreement was to stop the 
brokers from causing further losses to the market. It took them time 
to realize that they had been Patsys and that they had been playing 
into the hands of these brokers, and they took them for a sleighride 
on this. 

And finally they got smart and said, “We will have no more of 
this.” 

This is what I mean by a matter of principle. It has nothing to do 
with rates. 

Mr. McHvuen. Is this what you have reference to, then, to give an 
example, in the next paragraph: 

To give one illustration of the extent to which practices degenerate in the 
absence of any form of agreement, one of our principal competitors has been 
pushing the writing of industrial aid risks for a 3-year term, at a premium 
21% times the annual rate, but with an arrangement that the premium shall be 
paid in 3 annual installments. Then, on top, for no additional premium, they 
throw in unearned premium insurance. If that makes sense, I am a Chinaman. 

Mr. Smiru. Right. 

Mr. McHucu. What is your objection to this method of doing busi- 
ness on this basis ? 

Mr. Smirn. Well, it was merely in the beginning, let me call it, a 
competitive wedge. You are perhaps familiar with the pattern in 
fire insurance. If you will take a 3-year policy, you get it at 214 
times the annual rate. 

That is all right. The insurance company enjoys investment in- 
come then on the total premium for 214 years. Some of these people 
first gave them the discount for a 3-year policy, and then proceeded to 
let them pay their premiums in 3 annual installments, depriving them 
of the investment income. 

Now if that is smart, then Iam dumb. 

Mr. McHveu. Do I understand from this, Mr. Smith, that you are 
suggesting that in order to stabilize the market and eliminate that 
kind of destructive practice, there should be an agreement among re- 
spective markets ¢ 

Mr. Smiru. I do; I do. And I can cite you many other similar 
situations. I am just picking ona few here. I am differentiating be- 
tween rating agreements and agreements on matters that we have 
learned are good for the business and those that are bad for the 
business. 

Mr. McHuen. I see. 

This type of practice is a practice which you consider to be bad for 
the business, and as among the competing markets you think an agree- 
ment to prohibit that type of thing would be valid? 

Mr. Smirn. Would be a fine thing; yes, sir. 

Mr. McHveun. If someone is foolish enough to want to do business 
in this form and to take whatever consequences there may be, is that 
not a peril, a risk, that he assumes ? 

Mr. Smirn. You are so right. 

Mr. McHvuen. And in a normally free competitive market, 
shouldn’t every seller have the right to elect for himself on what basis 
he would want to do business? 
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Mr. Smirn. That is right. 

Mr. McHven. Why should it be necessary, then, to have agree- 
ments prohibiting that type of activity ? 

Mr. Surru. I do not know that it is necessary. I would say that 
it would be highly desirable in the interests of all aviation under- 
writers, because the effect of all practices which are complete non- 
sense, the effect is a gradual demoralization of the whole, to the end 
that nobody can hope finally to wind up with a profit, and we, of 
course, think that there is no reason for not aiming at a profit. 

I mean, we start out trying to make a profit. 

Mr. McHvucn. But the effect of the agreement that we are speak- 
ing of here is to prevent somebody from cutting the rate, is that not 
correct ? 

Mr. Smirn.. You might put that interpretation on it finally. 

I objected to the methods that were used. If they came out and 
said, “We will cut the rate for 1 year,” that would be one thing. But 
they go through all the motions of a discount for a 3-year policy, and 
then let them pay it in installments. And if he has a total loss, they 
will never collect the next 2 years’ premium. 

Senator O’Manonry. May [ interrupt for a moment ? 

Mr. Smith, in responding to Mr. McHugh a little while ago, you 
referred to vicious competition, and in fact you said—I made note 
of it—that it is desirable to stop this vicious pattern of competition. 
Ts that correct ? 

Mr. Smrru. That is correct, sir. 

Mr. Cuampers. The word “stupid” would have been better than 
“vicious.” 

Senator O’Manoney. All right, stupid or vicious, have it your own 
way. 

How do you define it ? 

Mr. Smrru. I would define it as business written on a pattern or 
lan and at rates that couldn’t make a profit for anybody except the 
roker concerned. And your brokers are largely responsible for this 

situation by beating underwriters over the head and continually asking 
for this, that, and the other thing. The weak sister goes along with 
them. 

Senator O’Manoney. I take it, therefore, that it is your opinion 
that it is desirable for the underwriters, the insuring companies, to 
come to an agreement on practices which do not constitute vicious or 
stupid ratemaking. 

Mr. Smirn. Let’s leave rates out of it, Senator. 

Senator O’Manoney. All right, leave rates out. Competition. 

Mr. Sairn. Ethics, if you like. You are differentiating between 
what is good and what is bad as a matter of good, plain, commonsense. 

Senator O’Manoney. From your letter of April 20, 1956, to Mr. 
Peter Langmead, the general secretary of the International Union 
of Aviation Insurers, I read this paragraph: 

Let me say that I have a feeling that the establishment of the present secre- 


tariat has already accomplished much in bringing members a little closer to- 


gether and in stimulating interest in the union. Certainly that is true in 
our case. 


In what manner were the members brought a little closer together ? 


—~ 
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Mr. Smirx. Senator, for years, and we have been members of this 
for some twenty-odd years, most of the time, remember, the 1 meeting 
a year of the entire membership, which normally lasted 2 days, they 
would spend the first day discussing their own internal regulations, 
approving the budget for next year, and getting no place in the things 
that I think the union has a very definite place and need for in the 
business of aviation underwriters. 

It got to the point that I myself, at a meeting perhaps 5 or 6 years 
ago, coined the term, I said, “This thing is nothing but an international 
cocktail party, and I like to come over and have some drinks with you 
fellows, but it is a pretty high tab to pay just to meet you socially. 
We should be striving for the things that I am talking about, agree- 
ments in principle for the benefit of the aviation business as a whole, 
the aviation insurance business.” 

Senator O’Manoney. Yes. 

In this letter you summarized your point of view in these words, 
on page 2: 

In summary, I am afraid I cannot suggest anything that would be more 
important in the long run than an endeavor to bring about agreement in matters 
of principle. Effective agreement in such matters would, in my opinion, go a 
long way toward guiding this young branch of the insurance business in the 
right direction. It would be a legacy for those of us. who have, in a sense, 
pioneered the business, to leave behind for the younger fellows who are coming 
along when we put down our pens. 

Did you ever outline what you deemed to be the matters of principle 
upon which these competitors should be in agreement so that vicious 
or stupid competition could be avoided ? 

Mr. Smiru. On a number of occasions, sir, I had tried to bring those 
things into focus. 

Senator O’Manoney. Have they ever been accomplished ? 

Mr. Smiru. I will give you one that I think is very important, and 
that is now not the rate itself, but the manner of rating. 

A large segment of the London market would think nothing of writ- 
ing the liability insurance on an airline based on the value of the hull. 

Nothing could be more completely ridiculous to me. We are the 
first to grant that this business cannot be written on an actuarial basis. 
You do not have enough spread of risk. I know that. We cannot 
underwrite from pure statistics, 

But I say that the underwriter who totally ignores available statis- 
tics should be out of the business. I mean, it is a completely unsound 
rating plan. The premium should be related to the hazard and not to 
some extraneous thing that says, “Well, if we get enough dollars out of 
it, why worry about it.” 

Senator O’Manoney. When you are speaking of the premium, you 
are speaking of the rate, are you not? . 

Mr. Smiru. Premium and rate are all one, sure. 

Senator O"Manonry. So that ratemaking is an essential part of it. 

Mr. Smitu. My objection, sir, was to the rating methods or lack of 
them that were employed. 

Senator O’Manoney. So that the question of the methods of rating 
is an important question in defining these principles of agreement. 

Mr. Smirn. I agree. I agree to that, sir. 

Senator O’Manoney. All right. 
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Well, then, can you tell the committee what you have succeeded in 
bringing about? What sort of an agreement have you succeeded in 
bringing about on this ratemaking, with which you have now agreed 
with me? 

Mr. Smiru. I cannot think of a single one, sir. 

Senator O’Manoney. You haven’t accomplished a thing. 

Mr. Smirn. No, sir. 

Senator O’Manoney. But you are making some profit, I suppose? 

Mr. Smitu. Well, we hope. 

Senator O’Manoney. Has any principle been brought into recogni- 
tion ? 

Mr. Smrirn. Not as a result of the union. Counsel is familiar with 
the recent development in the London market where again to my total 
surprise they suddenly got together, even the Lloyd’s segment of the 
market, and adopted a thing that they call the Respect the Lead. 

This was sesdatonary to me. Remember Lloyd’s every time you 
talk to them, “We can’t agree to anything.” They pride themselves 
on this. 

Senator O’Manoney. What do you think of that lead agreement ? 

Mr. Smirn. What do I think of it? 

Senator O'Manoney. Yes. 

Mr. Smirtu. I think it is, one, that for the time being, looking at 
their market, undoubtedly serves a very useful purpose. 

Two, I wouldn’t think it would last too long because I am fully 
sure, knowing so many of those people, that the first time they see 
some improvement, perhaps partially due to this agreement, they are 

oing to forget everything they went through before and just get 
own to a competitive rat race among themselves and do the same 
stupid things aan again. 
enator O’Manoney. That is precisely what I am trying to find 
out. How do you succeed in avoiding this competitive rat race? 
That is the phrase or the attitude which is always taken by those 
who wish to avoid some part of competition, but the difficulty that 
the lawmaker encounters is to determine how to define the rat race, 
the vicious competition, the stupid competition. 

Where do you draw the line between the modified competition 
that you seem to advocate but never define? How can you explain 
it to us? 

Mr. Smirn. Let me see if this is an explanation. For a number 
of years we sat back and would have no part of this. As rates were 
going lower and lower and lower, we would have no part of meeting 
such competition. 

If we decided that a rate was worth X percent and somebody in 
London or elsewhere quoted X less 10 or less 25, we said “No, thank 
you,” and let the business slide out the window and that went on for 
several years during a period of very intense competition. 

Finally, about 1956, if I am correct, we started to take another 
reading on this. We still had to stay in business and pay the rent, 
and we decided we would join the rat race, and if they wanted lower 
rates, we aided and abetted it in order to protect something that we 
had left and not wind up with nothing. 

Senator O’Manonry. Have you ever agreed to any of the principles 
of the follow-the-lead agreement ? 
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Mr. Smiru. No,sir. Weare inno way, shape, or form, tied into it. 

Senator O’Mauoney. And never have been ? 

Mr. Smiru. Neither orally or in writing. And let me further give 
you an illustration. 

Certain people in London who have succeeded in lifting some very 
large domestic American Airline accounts away at low rates would 
like to have us support it, and we have served notice on them that if 
they think that they can use this respect the lead agreement to get 
their rates back up on the business that they pinched away from us, 
they are crazy, because the minute they get it to the point where we 
think there is a profit in it, we are going to take it back. 

Remember, the only thing, Senator, that London has to sell in 
competition with the American market is price. 

Nobody in his right mind is going to take his insurance to London 
except fora price. It is just that simple. 

Senator O’Manoney. Have you not formed an organization here of 
underwriters who constitute a group who make aviation underwriters 
their managers to write all this hull and liability insurance? What 
authority do the companies which have joined this group exercise 
independently of the judgment of the management ? 

Mr. Smirn. In matters of rate, very little, but in other matters of 
broad principle—— 

Senator O’Manoney. That is where you puzzle me; don’t you see? 
In matters of rate you have the power, and it has been surrendered to 
you by the companies which join your group. 

Mr. Smit. One reason for that, Senator, I have some figures here 
and I would like to go back to your opening statement. You talked 
about costs and keeping costs down. 

In other words, let’s have some more of this premium original dollar 
paid to go for losses. 

I have before me the expense ratios. 

Senator O’Manoney. That, of course, gets a little bit off the subject. 

Mr. Smirn. No; it isn’t. It shows very clearly one of the advan- 
tages from the point of view of the purchaser of aviation insurance to 
the group plan. 

In other words, in the USAIG, such insurance as we write is laid 
down to our member companies at far less cost than any other form of 
insurance they write. 

That is only one of the advantages of group operation. 

Mr. Cuampers. Now, remember that it takes a group to handle big 
risks. No company can doit. There is no company in the world that 
can do it on itsown. But to go out individually after small risks, he 
would have to establish his own aviation department, and he would 
have to have aviation underwriters in various parts of the country to 
do the job intelligently, and for the volume that he would get, his costs 
would go fantastically high. 

This is by far the most economical form. 

Senator O’Manonry. Of course, it is perfectly obvious to a person 
as unacquainted as I am with the actuarial phases of insurance and 
all of that—it is perfectly obvious that when we are dealing with the 
rapidly improving and rapidly more expensive machines that fly 
through the air, it is very difficult to find the fiscal power to insure. 
I recognize that. But at the same time, I know that when laws have 
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been passed in similar cases in the past, as for example, in marine 
insurance, Congress gave a specific exemption from the antitrust laws 
to enable the marine insuring companies to do the very thing that 
your group does without any exemption from the law. Understand 
when I say this, I am not saying it in any condemnatory manner at 
all. I am just trying to find out how the machine works. And rate- 
making is a basis of competition. 

Mr. Cuampers. That is right. 

Senator O’Manonery. And when you have a group of insuring com- 
panies come together and surrender to a managerial group the author- 
ity to fix the rates, then you are abolishing competition among those 
companies. 

Mr. Cuamerrs. No, sir, you are not, because most of those companies 
would not be in the business were they not a member of the group. 

Senator O’Manoney. That doesn’t change it. That may be true. 

Mr. Cuampers. Many of the companies today 

Senator O’Manoney. In order to get into the business they agree 
to let you make the rates? 

Mr. Cuampers. Many companies have attempted to make their own 
rates over a period of sometimes several years and have found that 
they could not do it, could not keep their costs and their rates sufficient 
to meet their losses. 

I can use one name here, the Travelers. Travelers is the largest 
insurance company in America and I guess in the world. 

The Travelers were on their own for a period of years and finally 
they said, “Look, we want to join a group.” 

Senator O’Manongy. Let me ask you, Mr. Chambers, is there any 
public review of the ratemaking that your group, acting for all these 
companies, participates in ¢ 

Mr. Cuambers. Yes, sir; the New York State insurance commis- 
sioner does. 

Senator O’Manonery. The New York State Insurance Commission ? 

Mr. Cuampers. Yes, sir; we are subject to complete forms and rates, 
100 percent in all of the States, the District of Columbia, Hawaii, and 
Alaska for personal accident insurance. 

Senator O’Manoney. I am not talking about that. We are talking 
about hull and liability. 

Mr.-Cuampers. All right, hull and liability, we are still subject to 
New York State. 

Senator O’Manonry. What is the jurisdiction of New York State 
over the aviation business between Baltimore or Boston and London ? 

Mr. Cuampers. By agreement which the insurance commissioners 
themselves made. 

Senator O’Manonry. What insurance commissioners ¢ 

Mr. Cuampers. Of the various States. They agreed years ago that 
the commissioner in the State where a company underwriting the 
business was domiciled, the group, would supervise that group’s 
operations. 

New York State does supervise our operations, and any State in 
the Union, if he has any complaints or any reason why, he can go to 
New York State and have them go through us. 

And I would say that from a practical standpoint, we are 100 per- 
cent supervised in our operations. 
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Senator O’Manoney. When did the State of New York derive the 
power to supervise rates on hull and liability insurance in the field 
of aviation? And if the State of New York has that right, how does 
it come about that in the field of marine insurance, the i insurance com- 
panies have felt that it was necessary to secure from te Congress of 
the United States an exemption from the antitrust laws ? 

Mr. Cuampers. Sir, I think that you will find that the Government 
of the United States felt that it was necessary to encourage the com- 
panies to go into the hull marine business, and give them 

Senator O’Mauonry. How did the Government of the United 
States do that ? 

Mr. Cuampers. By the Mode! Merchant Marine Act, and that was 
at the instigation of the Shipping Board which was a phase of the 
Government down here duri ing World War I 

Senator O’Manoney. Of course, that is only what I have been 

ointing out, that the companies couldn’t do in the marine insurance 
enim what is being done in the aviation hull and liability insur- 
ance business, without an exemption from the antitrust laws. 

Mr. Cuampers. Well, sir, I am not an attorney, but I would grant 
this. If we were a monopoly , which the hull syndicate is a monopoly, 
I think we would have to have some form of legislation. 

Remember we have a lot of competition. 

Senator O’Manonry. Let’s get back to my first question then. 
Where did the State of New York derive the authority to supervise 
rates in international commerce ? 

Mr. Cuameers. I do not believe that they claim they have that 
authority. 

Senator O’Manonry. You said by agreement among the State com- 
missioners ? 

Mr. Cuampers. Well, now, we are talking about interstate com- 
merce, not international commerce. 

Senator O’Manoney. I want to talk about both interstate and 
international. 

Mr. Cuamprrs. Allright. At the present time—— 

Senator O’Manoney. Because the Constitution of the United States 
gives to the Congress and only to the Congress the power to regulate 
interstate and foreign commerce. 

Mr. Haven. May I enter at this moment? 

Senator O’Manonry. Yes, of course. 

Mr. Haven. I think the point that Mr. Chambers is trying to make 
is the distinction between—perhaps the point you are making, Sen- 
ator, which is a very good one, as to the leg al power, the technical 
legal power of the St ate of New York to supervise rates in the exam- 
ple you gave. 

And Mr. Chambers is talking about the practical way it actually 
operates. Now it may be asa matter of law, that New York State, 
perhs ups, does exceed its power, but New Y ork State Insurance De- 
partment is a very powerful institution, and it can exercise its powers, 
and I am sure our people would not hesitate to recognize its powers 
and would not look to the technical powers in the statute. 

Mr. Chambers is talking in terms of how it works in actual prac- 
tice, not the question as to the legal technicality of whether that 
power exists. 
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We don’t intend to contest the power, and we don’t question their 
exercise of it. 

Senator O’Manoney. I thank you for that very clear and lucid 
statement. It states much better than I was trying to state it the 
legal fact of the case, which, of course, is that the Sate of New York 
has no auhority from the public to supervise these rates. 

We have developed a system in this country—lI will go altogether 
outside the field of insurance in order to make it clear that I am not 
trying to point a finger at the insurance industry—to cite the fact 
that in the State of Delaware there is a corporation law which is 
patronized by promoters of corporations all over the United States 
to create corporations to do business not in Delaware, but throughout 
the United States and throughout the world. 

You might be interested to know that when we were holding a 
hearing here on the effects of the closure of the Suez Canal, the presi- 
dent of the Standard Oil of New Jersey was testifying before this 
committee, and I asked him how many corporations, subsidiaries and 
affiliates Standard Oil of New Jersey had. His testimony was, about 
250. I had been reading the transcript of the hearing of the subcom- 
mittee of the Government Operations Committee, which is conducting 
the study of union rackets, and I had read about the paper charters 
which the Teamsters Union has secured, charters issued by the union 
for Teamsters local unions in order to have voting delegates at con- 
ventions to elect the ticket that the managers of the union wanted 
elected. 

So I said to the president, Mr. Rathbone, “Do you have any inactive 
corporations created by the State of Delaware ?” 

“Oh, yes,” he said. 

T said, “About how many ?” 

He said, “About 75.” 

Well, now, what was the meaning of this? Standard Oil of New 
Jersey, that operates throughout the world, with corporations created 
by not only various States in the United States, but by various na- 
tions in the world, had over 70 inactive charters issued by some State 
waiting to be used whenever the requirements seemed to indicate that 
that should be done. I have nothing but admiration for the efficiency 
of Standard Oil of New Jersey, but I am saying to the oil industry 
and I am saying to the insurance industry that there comes a time 
in this business when some government, some free government, has to 
have the actual power to regulate the manner in which this commerce 
is carried on in the interest of the public and in the interest of the 
corporations themselves. 

Mr. Cuameers. Senator, I think as far as the aviation insurance 
is concerned, I think that it has been beautifully regulated by the 
State of New York and other States. 

Senator O’Manonry. I very much hope that before this hearing 
is ended, you will submit to us a clear statement showing specifically 
how the State of New York or any other State regulates this business. 

Mr. Cuampers. We certainly will, sir. 

Senator O’Manoney. Of the hull and liability insurance in the 
aviation industry, and how you can carry it on in the manner that you 
do carry it on without regard to the antitrust laws. 

Mr. Cuampers. Well, as far as 
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Senator O’Manoney. Now take your time to do it. I don’t want 
you to answer this off the cuff. 

Mr. Cuampers. No; 1am not. 

Senator O’Manoney. Take your time, carefully, and draft it with 
all the intelligence that you have. 

Yes, Mr. Smith. 

Mr. Smrru. Senator, I think we are touching on something which 
you would know in a broad way, but in detail, for example, part of 
this problem I think is the result of the size of the business itself. 

I am speaking now of aviation insurance. 

Senator O’Manoney. Unquestionably. I tried to say that before 
I began this interruption. 

Mr. Smiru. I have before me a. list of the numbers of private air- 
craft—I am leaving out the airlines: commercial—State by State. 
We find in the State of Delaware, 5 aircraft; in Maine, 6; in Mary- 
land, 9; in Rhode Island, 9; in Vermont, 1; Washington, 9; Wyoming, 
14. 

Now, if you dig back of that, you will find that of 14 aircraft, there 
are not 2 of them that present the same risk. 

They would be different types operated by pilots with varying 
qualifications used for different purposes with different engines and 
what have you, and if you had even a very much larger number, you 
would never have homogeneous risks, and you cannot make effective 
State regulations without having page after page for something that 
is nothing when you get all through. 

Just one more statement. And we are talking in this room, hav- 
ing in mind your figure of $60 billion approximately of the total 
insurance premiums we are talking now of 0.02 percent of that total. 

In other words, we are talking about two one-hundredths of 1 per- 
cent of the total insurance premiums paid in the United States. 

Mr. McHvuen. How far can you go to regulate aviation insurance 
in a State that has six aircraft insured ? 

Mr. Cuampers. Well, as many as we have insured in that par- 
ticular State. 

Mr. McHven. Does the State of New York approve in advance 
the rates at which you sell airline insurance ? 

Mr. Smirn. You take that, Reed, you have just been talking to 
Anderson about it. 

Mr. Cuampers. No; we make the rates, and we got permission from 
New York State not to file each individual airline rate with the State. 
They, however, retain the right and have so told us, that they can 
come and inspect those rates any time they wish. 

The reason that we did not want to file them is because the 
brokers themselves, the assureds in most instances, do not want them 
filed because once they are filed, they are public property, and every 
broker knows exactly what he has got as a target to shoot at. 

Mr. McHuen. Do I understand you to say, then, Mr. Chambers, 
that not only does New York not approve in advance the rates at 
which airline insurance is sold, but that you don’t even file these 
rates with the New York Insurance Department ? 

Mr. Cnampers. No, sir; they are not filed, but they are subject to 
their perusal if they so wish to do. ' 
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Mr. McHvuen. What percentage of your total business approxi- 
mately is represented by this airline business 

Mr. Smirn. If I may give you a broad answer, something in the 
neighborhood of 50, probably just under 50 percent. 

It is a varying factor year by year. This is from memory, now, 
Mr. McHugh, and it is a figure that can be refined, but I don’t have 
it in front of me. 

(Discussion off the record.) 

Senator O’Manoney. One of the members of our staff would like 
to ask a few questions this afternoon, I take it. 

Mr. Peck. Yes; I would, Mr. Chairman, if the hour isn’t too late 
already. 

Senator O’Manonry. No. 

Mr. Peck. I will try to make these as short as I can. 

Mr. Smith, directing these questions to the International Union 
of Aviation Insurers, which you have indicated and emphasized is not 
a ratemaking body, you appear to picture it as a rate policing body 
or perhaps a group which would hke to establish proper, fair, and 
sound ways of establishing rates of insurance in a new and growing 
industry. Is that possibly right ¢ 

Mr. Smiru. If you leave the word “rates” and all reference to rates 
out, I agree with you. 

Never did I suggest rates. 

Mr. Precx. Methods of establishing cost? There was one incident, 
one feature that you mentioned, and that was the habit or, let’s say, 
the practice on the part of some insurers to charge a 214-year premium 
for a 3-year term policy. You suggested, I believe, you used the word 
that that was a vicious or perhaps a stupid idea, that it was unsound. 

We are all familiar with certain principles of ratemaking which 
are unsound and just plain unfair. There are efforts to play favorites 
among various policyholders. A kickback on an insurance premium 
is such a tactic which is universally condemned. 

Now, isn’t it possible that a 214-year premium for a 3-year policy 
would be, say, afforded to some favored customer or favored policy- 
holder ? 

Mr. Smirn. No, sir. It was used as a competitive wedge to attract 
business away from us, for example, and others, and let me say this, 
at a time when the rates in the market had reached their lowest 
level. Hence, the broker, knowing that this couldn’t go on forever 
in fact, the rates got so low the brokers themselves were complaining; 
this was something novel, to have a broker complain that rates were 
too low, and so the smart broker endeavored to sew up a policy for 
a 3-year term, knowing that he was buying it at rock bottom price. 

Mr. Peck. Most certainly, insurance companies of all types must 
establish their—pardon the term—rates on a sound basis so that they 
may continue in business, continue to serve the public without using 
any suicidal devices and, certainly, without using any unfair discri- 
minatory devices. Would you say that your international union does 
make an effort to police, so to speak, the industry so that they will 
not adopt unfair methods. 

Mr. Suirn. Let me answer your question this way: In the bylaws, 
it is specifically provided that no member of the union is bound by any 
action taken at the meetings. 
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Mr. Peck. But you do urge—— 

Mr. Smirn. They have no power to enforce anything on any member 
except the payment of dues. 

Mr. Peck. But you do try to develop fair practices within the in- 
dustry ? 

Mr. Smirx. Absolutely. 

Mr. Peck. That is the extent that you apply yourself to rates? An- 
other question which, perhaps, I would direct to Mr. Chambers. We 
have been talking about the direct competition, sir, between USAIG 
and BAIC with relation to hull and liability insurance. The hull, I 
take it, is the aircraft itself. The liability would be the property 
damage or the personal liability for injury to property or people. 

Now, from my own experience with fire insurance and other types 
of insurance, it would seem to me that anybody writing hull insurance 
would probably want to have a fairly good working knowledge of the 
manufacturing of those planes and the stresses and strains to which 
they may be put before they deteriorate or become unusable in any 
way. 

Likewise, anybody writing liability insurance should be familiar 
with the operations of these aircraft to know the type of training 
which the pilots must have and the method of using the planes in the 
country according to the regulations set up by the Civil Aeronautics 
Board. 

I understand that you have ha@ a long bit of experience in running 
airlines in past years, and do I likewise presume that you have former 
pilots and former manufacturers or people acquainted with manufac- 
turing on your staff ? 

Mr. Cuampers. Almost the entire staff, sir, are ex-pilots, some of 
them still retaining their licenses. 

Mr. Peck. These people would know how to go to manufacturing 
plants and to airports. 

Mr. Cuameers. That is correct. 

Mr. Peck. And know how to inspect their systems and how to make 
suggestions. 

Mr. Smirn. And do that. 

Mr. Cuampers. And do. 

Mr. Peck. And do it themselves, if necessary. 

Mr. Cuampers. That is correct. 

Mr. Peck. Is it also true that you probably would not write a policy 
unless you were already convinced that you were assuming a pretty 
safe risk rather than a good shaky one? 

Mr. Cuampers. I would say that we would want a great differential 
in rate, and in certain risks we wouldn’t touch under any cireum- 
stances. 

Mr. Peck. And you would probably want to be able to inspect and 
make sure that they were doing what you thought they ought to do? 

Mr. Cuampers. And do it repeatedly. 

Mr. Pecx. Is that, sir, the reason that you feel that your knowledge 
of local American manufacturing and operating procedures equips you 
in contrast to foreign groups? 

Mr. Cuampers. That is absolutely correct. 

Mr. Peck. To insure our American operations in the aircraft. 
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Mr. Cuamepers. Yes, sir; and, by the same token, we don’t know 
enough about the foreign operations. 

Mr. Peck. And do you assume they do not know as much as you 
know about our local manufacturing and operating ! 

Mr. Cuampers. Yes, sir. 

Mr. Peck. Is it then, sir, that the word “prerogative” used in the 
letter by Mr. Beebe refers to ability rather than to territorial rights? 
He referred, I believe, to the prerogative, or their prerogative? 

Mr. Cuameers. I used the wrong word. 

Mr. Peck. It isan unfortunate word. 

Mr. Cuampers. Yes it is an unfortunate word. 

Mr. Peck. It is subject to different types of interpretation. You 
would think the word “prerogative” would refer to ability, then. 

Mr. Cuampers. To my thinking, yes, sir. We are far more capable 
of doing an intelligent job on this side than they are. 

Mr. Peck. One further question. I believe you have already an- 
swered this question, but I would like to repeat it. Is it true, at the 
present time, the USAIG has no contracts, agreements, working con- 
ditions, or any other type of arrangement by which you, collectively 
with any other insurers, divide territories and grant yourself terri- 
tory rights? 

Mr. Cuameers. That is absolutely correct. There is no such agree- 
ment, either written or implied. 

Mr. Pecx. Do I understand, also, that if there were any attempt 
made by anybody in your organization to set these up, that attempt 
would be put down by you ¢ 

Mr. Cuampers. Well, it would be put down. It would be put down 
immediately. If it wasn’t put down by us, as managers, our com- 
panies would certainly put it down ina hurry. 

Mr. Peck. That is all the questions I have. Thank you very much. 
Thank you, Mr. Chairman. 

Senator O’Manoney. You wouldn’t lead the witness, would you, 
Mr. Peck? 

Mr. Peck. I would like to help bring out a full record. 

Mr. Cuampers. I am very happy, because I think that some of these 
things have been a little confusing that have been left hanging in the 
air, and you are always a little fearful that you leave the wrong 
impression. 

Senator O’Manonry. Would you bring out that lead agreement, 
that follow-the-lead agreement ? 

Mr. McHuen. I wonder if you have referred, Mr. Smith, to the 
follow-the-lead agreement. I wonder if you would explain for the 
benefit of the subcommittee just what that is. 

Mr. Cuampers. May I say, to start with, I think it is too good to 
be true. 

Mr. McHven. This isa chance of getting sanity ; is that right ? 

Mr. Cuampers. That is what we hope. 

Mr. Smrru. You are asking me to interpret the language that was 
prepared by underwriters at London. I would hope that I could 
shed a little more light on it than a layman perhaps, but I can’t 
guarantee that I understand it. 

Mr. McHueu. You have had some discussions and correspondence 
with the union about this agreement, I gather. 
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Mr. Smitru. Oh, yes. There has been quite a little. 

Mr. McHvueu. | wonder if you wouldn’t explain just what the pur- 
pose, what the effect of the agreement, is. 

Mr. Cuampers. May I give my thinking on it here without read- 
ing the agreement again. I did go over it many months ago. I 
haven’t looked at it recently. 

But I think the reason for it was that one lead underwriter would 
be talking of doing something that other underwriters would not 
think was sound. 

Certain underwriters at Lloyd’s would not follow him as the lead, 
but the broker would go through and get a lot of other, shall I say, 
weak-minded underwriters or young fellows that had just come into 
the game and had not learned from experience, and if he was not 
abla to complete, some of the more conservative underwriters would 
say well this may be one that won’t crack up and I would be rather 
foolish, they have made a profit on it, so he would take a small line. 

Eventually that did not work out so finally they agreed that they 
would take a group of the original underwriters and that the broker 
could not beat their brains out quite as fast, and a group of them 
would get together and then all agree that this was sound. 

There have been some pretty shady tricks played on some of those 
underwriters over there. They have awakened to the fact that they 
did not get what they thought they were geting when they under- 
wrote the risk originally, so that would be my analysis of it. 

Mr. McHuen. Senator, may I read at this point into the record 
some correspondence involving the follow the lead agreement, the 
respect the lead agreement, and then submit for the record an 
attached copy of this follow the lead agreement which was sub- 
mitted to Mr. Smith as an attachment to a copy of a letter which 
the general secretary of the union, Mr. Langmead, addressed to Mr. 
de Vlaming, of Amsterdam, a member and an officer of the union. 

Mr. Situ. The president of the union. 

Mr. McHueu. This letter is dated the 27th of February 1958. 

Senator O’Manoney. Is Mr. Smith familiar with this letter? 

Mr. Smirn. Yes, Iam sure Iam, sir. 

Senator O’Manonry. A copy was addressed to you. 

(The letter referred to may be found in the appendix on p. 365.) 

Mr. McHvuen. It reads: 


DEAR Mr. Presrpent: In reply to your letter of the 26th of February, I heard of 
the agreement in the London market only on Tuesday of this week at a meeting 
between Mr. Jennens, Mr. Kalderen and myself, and yesterday Mr. Clair tele- 
phoned indicating that he hoped to let me have some information in due course. 

I was aware that tentative approaches had been made by the Lloyd’s under- 
writers to the companies after a proposal! by the companies had only the week 
before been turned down. The whole matter appears to have been agreed in a 
rush and no exact details are available to me. 


He speaks here of the Lloyd’s underwriters and the companies. 
Will you explain for the subcommittee what these parties are? 

Mr. Smitn. Your broad division of the commonly expressed 
London market embraces on the one side British insurance companies 
as we know companies here, they are British companies, and the 
balance is Lloyd’s. 

Mr. McHuen. Do I understand that this represents the substance 
of the companies participating in the so-called London market ? 
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Mr. Smrrn. I don’t know, as a matter of fact, precisely which com- 
panies are in the association. You see, there are two aviation associa- 
tions. Lloyd’s have their association, aviation association, and the 
companies have an association. 

Without knowing precisely what companies are in that, I think we 
can take it for granted that all of the leading companies that have 
been for years writing aviation are in the agreement through the as- 
sociation. 

Mr. McHveu. This letter then continues: 

As I understand it, the London market has agreed that there shall be a 10 
percent increase in all rates in all classes of business from whatever part of the 
world and irrespective of past record. 

Senator O’Manoney. Wait a minute. Let’s get this interpretation 
clearly on the record. 


As I understand it— 
he said— 


the London market has agreed that there shall be a 10 percent increase in all 
rates in all classes of business from whatever part of the world and irrespective 
of past record. 

What is the London market, Mr. Smith? 

Mr. SmirH. Well, let me begin by saying that the London market 
is a very complex thing. On the one hand we have British insurance 
companies. On the other hand, we have the various syndicates at 
Lloyd’s. There are approximately 4,500 names in their terminology 
for the individuals and members of the syndicates that are backing 
the risk, so to speak. 

We have certain specialized syndicates at Lloyd’s who do nothing 
but write aviation insurance. Aviation insurance is also written by 
syndicates who are marine syndicates primarily and nonmarine syn- 
dicates primarily, so that you have—let’s express it this way—4,500 
underwriters more or less as names or underwriters at Lloyd’s. 

So, you have Lloyd’s on the one hand and the British companies on 
the other hand, without—mark you, Senator, until this I had never 
known a day when the market got together on anything. 

Senator O’Manonry. This is a statement that the London market 
had gotten together on. 

Mr. Smirn. That is right. I don’t think there is any question 
about it. 

Senator O’Manonry. Everybody concerned. 

Mr. Smirn. We have seen it in practice. In other words, some of it 
filters back from time to time. 

Senator O’Manoney. In other words, this was agreement among 
everybody who could be included in the term “the London market.” 

Mr. Suirn. For aviation. 

Senator O’Manoney. For aviation. 

Mr. Smrru. Yes; for all practical purposes. 

Senator O’Manonry. And that would include BAIC, I suppose. 

Mr. Surrn. Yes. 

Senator O’Manoney. And it was agreement to raise the rates by 
10 percent; was it not? 

Mr. Soiru. That is correct. 

Senator O’Manonryr. And, of course, since BAIC was included, 
BAIC was raising rates 10 percent. 
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Mr. Cnampers. That category is insufficient. 

Senator O’Manonry. This was in all rates, in all classes of busi- 
ness, from whatever part of the world and irrespective of past record. 
Now, was that accomplished ? 

Mr. SmirH. My understanding is that it has been effective, and it 
has been operating under precisely those conditions. That is my 
understanding. 

Sen: or O’Manonry. How does it affect your group ? 

Mr. Smirn. How does it affect our group? 

Sen: tor O’Manonry. Yes. 

Mr. Smitrn. We haven’t had any test of it yet, sir. 

Senator O’Manonry. No test? 

Mr. Smirn. Let me say, first of all, that we are not, as you realize, 
party to it. Neither is any member of the international union party 
to it, except those companies that are underwriters at Lloyd’s, the 
companies now, and also through their membership in the Insurance 
Offices Association members of the IUAT. 

The international union, as such, is not party to this. We are not 
party to it. This is strictly agreement among those in the London 
market who write aviation insurance. 

Senator O’Manonry. Does it affect you in the United States? 

Mr. Smitrn. In what way, sir? 

Senator O’Manoney. In any way. 

Mr. Smirn. Well, as I mentioned earlier, if they continue this 
process of getting the rates back up on the business that they pinched 
from the American market to the point where we think there is a dol- 
lar of profit to be made in it, we are going to move in on it; so, to that 
extent, we love it. 

Senator O’Manonry. Is it affecting you in Canada? 

Mr. Smrrx. I would answer you in the same w ay, but your Canadian 
business is so small I don’t know whether they give much consideration 
to Canada. 

Senator O’Manoney. Is it affecting you in South America ? 

Mr. Smirn. It would have the same effect that I speak of anyplace 
worldwide that we would be interested in. 

Senator O’Manonry. You are worldwide, aren’t you ? 

Mr. Smirn. That is right. 

Senator O’Manonry. Are they worldwide? 

Mr. SmirH. Who? 

Senator O’Manoney. The London market. 

Mr. Smiru. Oh, yes, indeed. 

Senator O’Manoney. Or do they have any area which you respect? 

Mr. Smiru. No, sir. 

Senator O’Manonry. And don’t invade. 

Mr. SmitH. Definitely not. 

Senator O’Manoney. Earlier in the day, Mr. Chambers, in response 
to my question, said that the foreign business of your group was 
primarily in Canada. 

Mr. CHampBers. Was primarily in Canada in the Western Hemis- 
phere; that is correct. 

Senator O’Manoney. I see. Are you in competition with Lloyd’s? 

Mr. CHAmbers. Oh, in many instances, yes, sir. 

Senator O’Manoney. In England? 
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Mr. Cuampers. Oh, no; no. We don’t know enough about the 
British business. 

Senator O’Manoney. You don’t know enough about the British 
business. 

Mr. Cuampers. No, sir. 

Senator O’Manoney. Where Lloyd’s 

Mr. Cuambers. Not to compete with those monkeys. 

Senator O’Manoney. A British company operates to get in com- 
petition with you. I see. All right; proceed, Mr. McHugh. 

Mr. McHueu. Shall I read the rest of that letter into the record, 
Senator ¢ 

Senator O’Manoney. Please do. 

Mr. McHveu. This letter goes on: 





Furthermore, there is to be a written agreement signed by all participants 
which, in effect, will respect the lead. Apparently, the decision was reached 
by the British market, without discussion with other markets, and the risk is 
being taken that other markets might not follow. 

Mr. Jennens was surprised that I had not been informed, as it was his under- 
standing that the IUAI members should be advised of the new agreement as 
soon as possible through this office. 


I understand from this that the IUAI was taking upon itself to 

notify all its members of the terms of this agreement; is that correct? 
Mr. Soirn. I think that is correct from my recollection; yes. 
Mr. McHveu (continuing) : 


During the meeting, Mr. Kalderen suggested that it might be profitable for 
me to visit members on the Continent to explain the agreement, with a view to 
securing the widest possible adherence. Mr. Jennens felt that this particular 
point should be discussed with Mr. Crowe before anything was done and, in any 
case, would require your sanction. Perhaps, when the position is a little clearer, 
you would be kind enough to let me have your views. 

Subsequent to my seeing Mr. Jennens, Mr. Clair telephoned, indicating that 
the agreement had been reached, but that, owing to pressure of time, the 
working committee had not been able to prepare a written agreement for 
signature. Furthermore, he stated that the question of publicizing the agree- 
ment had been considered and that 1 or 2 Lloyd’s members had been against 
any notification of the agreement outside the London market. 

It is my view that it would be logical to notify all our members of the terms 
of the agreement, in order to secure the widest possible measure of action, which 
would, in itself, encourage the London market to continue the agreement, and 
also avoid the possibility of 1 or 2 London underwriters trying to get out of the 
agreement on the grounds of competition from elsewhere. 

I feel that it would strengthen the union considerably if, by some means, its 
members could be induced to accept the principles of the London agreement in 
writing, but this is, perhaps, a larger question of principle which might be 
considered by a subcommittee. 

Yonr surprise at not having been informed of the position by myself is under- 
standable, but you will appreciate the reasons from the foregoing, and I am 
sure that our vice president here will be able to overcome any doubts that may 
exist as to the desirability of notifying our members of the agreement. 


Senator, attached to that copy of the letter sent to Mr. Smith is a 
document entitled, “Copy—Aviation Insurance Offices Association— 
Respect the Lead Agreement.” This is from Lloyd’s, London, E. C. 3, 
February 26, 1958. 

It recites that : 

We, the undersigned Lloyd’s & Co. underwriters, hereby mutually agree, pur- 
suant to a meeting of aviation underwriters held at Lioyd’s on February 18, 


1958, that, in regard to the renewal of any insurance within the classes defined 
below— 
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(1) We will respect the lead, irrespective of whether or not we have pre- 
viously had an interest in such insurance and irrespective of whether we are 
asked to quote by the holding broker or by any other, and irrespective of 
whether there is any alteration in the terms. It is, however, understood that 
any underwriter may quote renewal terms to the holding broker or to any other 
when, and not before, he has obtained confirmation from the existing leader that 
the latter no longer wishes to retain the lead. 


(2) Joint consultation as to terms shall take place between at least the first 
3 Lloyd’s and the first 3 company underwriters. 

Definition: This agreement shall apply to airlines, scheduled and nonsched- 
uled operators, feeder-line operators, charter operators, commercial operators, 
manufacturers, or any other class where the combined values are £250,000 (or 
equivalent) or over, or where the ownership consists of not less than 5 aircraft 
(excluding flying clubs or schools) in respect of insurances on hulls (including 
any other risk covered by the hull slip) and primary liabilities (which shall be 
deemed to include automatic personal accident or admitted liability). 

This agreement shall be effective as from February 18, 1958. 


On its face, Mr. Smith, this agreement makes no reference to the 
increase of 10 percent that the general secretary in his letter to Mr. 
De Vlaming indicated was part of the agreement. 

Do you have e any information on that? 

Mr. Smiru. I learned about it subsequently. It is evident from the 
background of the thing. They had been working for some time try- 
ing to line everybody up and finally some of the holdouts and recalci- 
trants must have given way and they rushed into agreement. Hence 
its brevity. 

Now, what goes on in the way of interpretation behind a document 
that is so far-reaching and yet only contains two paragraphs I don’t 
know. 

Mr. McHveun. Is it your understanding that this agreement em- 
braced an understanding to increase rates by 10 percent ? 

Mr. Smirn. I am sorry, I missed the last part. 

Mr. McHveu. Is it your understanding that this agreement, this 
“follow the lead” agreement which I have - just read to you, embraced 
a corollary understanding that rates would be increased by the 
amount of 10 percent ? 

Mr. Smiru. I don’t know; I can’t say whether that was in their 
minds at the moment. I do know that the effect has been since the 
adoption of the agreement they have been working on that line. 

Mr. McHuen. Senator. I would like to read now in response to pre- 
vious correspondence a letter from Mr. Smith, dated March 18, 1958, 
to Mr. De Vlaming, the president of the international union. 

I would like to ask you to examine that, Mr. Smith. 

(The letter referred to may be found in the appendix on p. 367.) 

Mr. Smiru. Yes; I have it before me. 

Mr. McHvueu. This is in further reference, Senator, to this “respect 
the lead” agreement, and it reads: 


DeaR WILLY: In one mail last week I received your letter of March 10 regard- 
ing the new “respect the lead” agreement which, I understand, has been sub- 
scribed to by all Lloyd’s and Company Aviation Underwriters at London, 
together with a letter from Mr. Langmead of the same date with another copy 
of the agreement. I am attempting in this reply to you, with copies to Messrs. 
Jennens and Langmead, to make my thoughts known, for what they are worth, 
to all three of you. 

It would seem to me to matter little whether the joint subcommittee of the 
London Aviation Underwriters (Messrs. Crowe, Hill, Claire, and Sanders) send 
copies of the new agreement to each individual member of our union or whether 
the same subcommittee, perhaps for their own convenience, authorize the general 








54 THE INSURANCE INDUSTRY 


secretary of the union to send copies to all our members. I think it quite im- 
portant that either method be entirely authorized by the joint subcommittee 
representing all subscribers and that a clear understanding that the union will 
not be asked to bring pressure upon its members to sign the agreement or adhere 
to it in principle. I have a feeling that most, if not all, union members will 
welcome the agreement as a step in the right direction and be quite willing to 
support the principles of the agreement. I feel strongly, however, that the 
union must maintain the position that it is in no sense a ratemaking organiza- 
tion and, further, that it has no power to bind the individual members to agree- 
ments concerning underwriting terms, conditions, and rates. We are all anxious 
to have the Lloyd’s Aviation Underwriters Association become full members of 
the union and I fear that any steps taken by the union toward having its mem- 
bers formally adopt or ratify this agreement would push Lloyd’s underwriters 
further away from us. ; 

The adoption of this agreement only confirms what I have been observing over 
the past several years; namely, that while each and every Lloyd’s underwriter 
would stoutly proclaim his complete independence in rating, etc., it would only 
be a matter of time until they would collectively find themselves working together 
for the common good. It seems evident to me, from the very brief scope of the 
final language, that the agreement was rushed into, following many years of 
discussion, at a psychological time when they had all the dissenters in a right 
frame of mind. I rather imagine that the committee on interpretations will find 
themselves very busy deciding questions not covered by the very brief terms of 
the signed agreement. Our own unique position under our various antitrust 
laws is, I am sure, well known by all members of the union and by most, if not 
all, aviation underwriters at London. In view of such laws, we cannot agree 
that we will follow the intent of the agreement. Whether we will, in fact follow 
it, is another matter. Certainly, I think there is little likelihood of our cutting 
the London lead’s rate under ordinary circumstances and we certainly look upon 
the agreement as one step that should improve underwriting results in what has 
been a wildcat market at London. The first thing that is not clear to me in 
reading the terms of the agreement is whether an underwriter, having secured 
renewal terms and conditions from the leader, would be free to quote more 
restrictive terms and conditions at higher rates, without finding himself in 
violation of the agreement. 


This would suggest that one of the things you were disturbed about, 
Mr. Smith, wes whether or not any of the participating members of 
this agreement could in fact quote higher rates or whether they 
would be bound to this 10 percent increase. Did you obtain any other 
information on that question ? 

Mr. Smirn. Yes, I was advised that there was no prohibition 
against anybody quoting higher. 

Mr. McHvuen. This, in other words, was just agreement not to 
quote below. 

Mr. Smiru. This would be a minimum, that is right. 

Mr. McHven. I surmise from what you have said here that you 
are satisfied that this London agreement is beneficial for the market. 

Mr. Smiru. There isn’t any question about that in the demoralized 
state of the interworld aviation insurance market. By whatever 
means they accomplished it was a step in the right direction. How 
long it will last, that is anybody’s guess. 

Mr. Cuampers. Senator, may I inject something here? We have 
been terribly disturbed for the last 2 or 3 years about a shrinking 
market when we have been faced with these terrifically high values 
and high liabilities and a number of those syndicates have lost com- 
pletely their name. 

One syndicate has completely stopped writing as a result of their 
bad experience and that has had an effect upon our ability to obtain 
reinsurance for the sizable amounts we want. We are just as dis- 
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turbed about seeing them commit suicide as we would to commit 
suicide ourselves. 

Senator O’Manoney. I understand, Mr. Smith, from the answer 
that you made to the recent question by Mr. McHugh, and I think 
you also, Mr. Chambers, you feel that this action of the London 
market in establishing a rating floor 10 percent higher than had 
previously existed was a step in the right direction ? 

Mr. Smiru. Certainly from the point of view of any aviation under- 
writer that was in his right mind. 

Senator O’Manonry. Yes. And was any application made to the 
commissioner of insurance in New York or to a commissioner of 
insurance or a Government regulator of insurance in England or 
elsewhere to secure approval or agreement to this action ? 

(Mr. Chambers shakes his head in the negative. ) 

Senator O’Manonry. Do you shake your head, Mr. Smith, and 
if so, which way ? 

Mr. Smiru. I know the answer because I believe counsel brought 
it up. In a recent visit from somebody, I don’t even remember who 
it was in London, I asked the question and they said, “Certainly not,” 
and I am sure you, Senator, know the complete freedom that they 
have in matters of this kind as compared with the requirements of 
our 48 States, and they wouldn’t think about getting any—I don’t 
think there exists a Government body in England 

Senator O’Manoney. That is right. 

Mr. Smiru. That would have to approve. They simply get to- 
gether and do what they please and that is it. 

Senator O’Manoney. The great distinction which the United States 
of America has enjoyed in the world of trade and commerce is the 
distinction that it has had laws designed to prevent agreements in 
restraint of trade. ‘To those laws has been attributed the expansion 
of trade and business in the United States. 

As I said at the opening of this session this afternoon, it is quite 
apparent now from the developments that we are hearing that we 
are in danger of having the cartel system of Europe imported into 
the United States so that commerce and industry will be a law unto 
itself and the public will be without regulation by a Government 
agency having jurisdiction in the field of interstate and foreign com- 
merce to protect the public interest. 

It will now be necessary for me to adjourn this session until 10 
oclock tomorrow morning in this room. The meeting is adjourned. 
I thank you all. 

(Whereupon, at 5:40 p. m., the committee adjourned to reconvene 
at 10 a.m., August 7, 1958.) 
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Untrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND Monopo.y 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:15 a. m., in room 
457 Senate Office Building, Senator Joseph C. O’Mahoney, presiding. 

Present: Senators Kefauver (chairman), and O’Mahoney. 

Also present: Donald P. McHugh, counsel; Gareth M. Neville, 
assistant counsel ; Louis Rosenman, attorney ; Wilbur D. Sparks, attor- 
ney ; Peter N. Chumbris, counsel for the minority ; Theodore T. Peck, 
counsel to Senator Dirksen; and Carlile Bolton-Smith, counsel to 
Senator Wiley. 

Senator O’Manoneyr. The committee will resume its session. 

We were unable to proceed as rapidly yesterday as I would like 
to have done, but it is perfectly obvious to all who were here and who 
nes had an opportunity to read the transcript how impossible it was 
to finish. 

At the beginning of the hearing yesterday Mr. Chambers remarked 
that if he had had a copy of my opening statement, he would have 
had one of hisown. In conducting these hearings I have always fol- 
lowed a policy of affording a full opportunity to all involved to par- 
ticipate. This morning Mr. Havens spoke to me about his desire, if 
it were permissible to ask some questions of the witness. But because 
we have not quite finished the presentation of our case, Mr. Havens, 
I think it would be well to postpone that until after Mr. McHugh has 
presented the whole story that was planned to be presented yesterday, 
if you do not mind waiting until that time. 

Mr. Havens. That is perfectly all right. 

Senator O’Manoney. Then I will extend the invitation to Mr. 
Chambers to prepare a written statement, commenting upon my open- 
ing statement or any of the facts that have been laid down. And of 
course, we will be very glad to have you, shall I say, lead the witnesses 
not over the rocky path, but to lay the case before us as you see it. 

Again, I want to say that we must conduct this study on both sides 
with a realization that we are dealing with the raw materials of the 
new world into which we are going. It is just as important for the 
leaders of the insurance industry, for the leaders of all trade and 
commerce, as it is for those who sit in places of power in government, 
to find a method by which we can preserve the free economy and the 
free government with which this country has been blessed and with- 
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out which mankind would be forced to go through a period of some 
form of dictatorship. 

Mr. McHugh, are you ready to proceed ? 

Mr. McHueu. Yes, Senator. 

Mr. Smith, can you tell the committee approximately what per- 
centage of the total aviation insurance business your group does? 


STATEMENT OF ALBERT J. SMITH, PRESIDENT, UNITED STATES 
AVIATION UNDERWRITERS, INC., ACCOMPANIED BY REED M. 
CHAMBERS, CHAIRMAN, AND DONALD HAVENS, ATTORNEY 


Mr. Smiru. I can give you a very close informed estimate of that 
restricting it now—restricting the answer to our concept of the total 
domestic United States business, customarily written in the aviation 
market. And my answer is 26 percent, and I think that the 26 per- 
cent figure may be slightly on the high side. 

Mr. McHvuen. Do you know approximately what total business is 
done by the other pool and associated ? 

Mr. Smiru. I have no means of knowing. 

Mr. McHueu. Do you have access to the consolidated figures which 
are prepared by Company Service Corp. 

Mr. Smiru. Yes, sir. 

Mr. McHvueu. ‘That show the total business done by all of the 
companies ? 

Mr. Sairu. It shows the total business done by companies licensed 
in the State of New York and reported to the reporting agency. 

Mr. McHueu. Do you know, Mr. Smith, whether any of the major 
aviation insurance companies are not licensed to do business in New 
York? 

Mr. Smiru. There are some companies writing aviation insurance 
that are not licensed to do business in New York. 

Mr. McHuex. Do you have any idea, approximately, what per- 
centage of the total business they do? 

Mr. Smiru. None whatever. 

Mr. McHvueu. Would it be small ? 

Mr. Smiru. I don’t know. I have no means of knowing. 

Mr. McHveu. Of course, if you are in the business and running 
into competitors, you would have no idea of knowing what their size 
would be? 

Mr. Smitu. No, sir. 

Mr. McHueu. Then, Senator, I would like to offer for the record 
now an exhibit which has been prepared by the staff. 

Senator O’Manonry. What is this exhibit ? 

Mr. McHvueu. This is an exhibit, Senator, taken from statistics 
filed by companies licensed to do business in aviation insurance busi- 
ness in New York with Company Service Corp. It is the statistical 
agent for New York State. 

The first sheet is marked “Aviation—Share of net direct premiums 
written by stock companies in the United States.” For the years 1952 
through 1956, this shows a breakdown of the percentage of this busi- 
ness which is written by USAIG, Associated, and Aero. 

Reading only from the combined average figures from 1952 through 
1956, it shows that USAIG did 28.98 percent of the total business. 








pees GF OS 


s tw Ue 





THE INSURANCE INDUSTRY 59 


Associated did 49.04 percent. And Aero—that is, Aero Associates, 
Mr. Smith? 

Mr. Smiru. I assume so. 

Mr. McHueau. Aero did 10.55 percent. The table shows that for 
the years 1952 to 1956, the 2 principal groups, USAIG, and Associated, 
did a combined business of 78.02 percent. When the figures for Aero 
Associates of 10.55 are added to that, it shows a total business done by 
the 3 groups of 88.57 percent. 

Senator O’Manoney. In order that this may be clear on the record, 
the title of this table reads “Aviation—Share of net direct premiums 
written by stock companies in the United States.” 

I take it that means stock insurance companies ? 

Mr. McHveu. Correct. 

Senator O’Manoney. Then there are four columns—one a column 
of years, one headed “USAIG,” one “Associated,” and one “Aero.” 
These are the three underwriting groups concerning which we had 
testimony poaniey Q 

Mr. McHvan. Yes, sir. 

Senator O’Manoney. These three management groups ? 

Mr. McHvau. Yes. 

Senator O’Manoney. The table is designed to show the percentage 
of business done by these three management corporations during the 
years from 1952 through 1956, with the final line showing the aggre- 
gate for the entire period ? 

Mr. McHvaeu. That is correct. 

Senator O’Manoney. These figures were obtained from the Com- 
pany Service Corp. ? 

Mr. McHveu. That is right. 

Senator O’Manoney. What is that? 

Mr. McHveun. They are the statistical agent for New York State. 
The three operating pools filed each year with the company the various 
statistics from which this information has been gathered. 

Senator O’Manoney. Is it a private corporation / 

Mr. McHveu. It is a private corporation. 

Senator O’Manoney. Incorporated in what State? 

Mr. McHwuen. Incorporated in New York. 

Senator O’Manoney. It acts as an agent for the State of New York? 

Mr. McHvueu. In the collecting of statistics that have been filed, as 
I understand, with the New York State Insurance Department. 

Senator O’Manonry. I take it, from the title of the company, that 
is not its sole business ? 

Mr. McHveu. No; I think it, also, acts as a statistical agent for 
other insurance companies in other lines of insurance. 

Senator O’Manoney. Are the statistics gathered by this company 
regarded as an accurate report ? 

Mr. McHven. It is the official statistical gathering agency, and we 
understand it is completely reliable. 

Senator O’Manonry. Have you a copy that we can hand to the 
witness ? 

Mr. McHven. Not of that one; we do not. Unfortunately, we only 
have one copy of the statement. 

Senator O’Manoney. Since you have been describing this table, 
suppose I hand it down before you go to any other one. 
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Mr. Havens. May I ask a question? 

Senator O’Manoney. Yes. 

Mr. Havens. Are these percentages shown here percentages of the 
business reported by the companies reporting to this service company, 
or do they purport to be the percentages of the entire aviation business 
done? 

Mr. McHveu. AsI understand it, they are all of the stock companies 
reporting to the Company Service Cor p. 

Mr. Havens. It does not include mutuals or it does not include for- 
eign insurers ? 

Mr. McHvueu. That is correct. It does not include foreign insurers. 
It does not include any foreign business, so far as we know. 

Senator, we have another exhibit, of which I think you have copies, 
marked “Aviation,” which shows “share of net direct premiums writ- 
ten by stock companies in the United States,” for the scheduled air- 
line business. This is an exhibit showing the relative percentage of 
the total market which we have just described by these groups in the 
scheduled airline business for the years 1952 through 1956. It is, 
also, from statistics that have been filed with the Company Service 
Corp. I will read only the composite figures for the years 1952 through 
1956. 

For scheduled airline busines, it shows that USAIG did 33.39 per- 
cent of the business; Associated did 55.72 percent ‘of the business; and 
Aero, 8.49 percent. 

USAIG and Associated combined figures are 89.11 percent, the 
two together doing approximately 90 percent of the total scheduled 
airline business. If we add on the business now done by Aero, the 
combined business of the 3 scheduled airlines would be 97.6 percent 
of the total business. 

I ask that these documents be made a part of the record. 

Senator O’Manonry. They will be made a part of the record. 

(The two tables referred to may be found in the appendix on 

883. 
| Mr. at May I again point out that those figures for the sched- 
uled airlines did not include the millions of dollars of airline premiums 
written by the insurers not licensed to do business in the United States? 
So that we do not have a 100-percent base in these figures. 

Mr. McHvueu. That is correct; these are the figures only for the 
domestic companies. They do not include any foreign business. 

i Mr. Sxaru. Or mutuals or companies not licensed in New York 
tate. 

Mr. McHveu. You are familiar with the report made by the Civil 
Aeronautics Board, Mr. Chambers and Mr. Smith, back in 1944? 

Mr. Cuampers. I recall it ver y;, very dimly. I would say, at this 
point, [am not. I haven’t gone over it since that time. 

Mr. McHvueu. Do you recall that, at that time, the Board was criti- 
cal of the fact that there was a lack of competition in the aviation 
insurance industry, pointing there to the fact that only 3 existing 
markets did about 96 percent of the total business which was filed with 
the New York State Insurance Department ? 

Mr. Cuampers. No, sir. 

Mr. McHwuen. Senator, I would like to make a part of the record 
the study of aviation insurance prepared by the Civil Aeronautics 
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Board in 1944. We would like to ask that this be made part of the 
record until such time as these hearings can be printed and this report 
can be made a part of our special appendix. 

Senator O’Manoney. You hold in your hand a document which is 
entitled what ? 

Mr. McHucu. A Study of Aviation Insurance. 

Senator O’Manonry. By whom? 

Mr. McHvueu. The Civil Aeronautics Board, Washington, 1944. 

Senator O’Manonery. This comes from where? 

Mr. McHveu. It comes from the library of the Civil Aeronautics 
Board. That is the reason I ask that it be made a part of our record 
only until such time as the appendix can be printed and this document 
can be returned to the library of the CAB. 

Senator O’Manoney. Is there any part of this which you wish to 
read into the transcript at this point ? 

Mr. McHueu. Yes; there is, Senator. 

Senator O’Manoney. The whole document will be made a part of 
our record, but only such parts will be printed in the transcript at this 
point as you now read into it. 

(The document referred to will be found in the appendix on p. 764.) 

Mr. McHveu. On page 5 of that report, under caption III: The 
Organization and Operation of the American Aviation Insurance 


Market, subheading I: 


Organization of the present underwriting group. The three insurance groups 
presently dominate the insurance aviation insurance market. During the year 
1942, over 96 percent of the aviation insurance reported to the New York State 
Insurance Department included not only insurance for scheduled airlines, but, 
also, private flying and all other aviation risks was written by 3 underwriting 
groups, Aero Insurance Underwriters, Associated Aviation Underwriters, and 
United States Aviation Underwriters, Inc. 

Senator, I would like to read now on page 32 of that report, under 
subheading ITI: Airline Insurance. 

On page 32, reading in part as follows: 

There is, also, of course, the threat of potential competition from insurance 
companies or groups not presently engaged in the underwriting of airline risks. 
One possible source of such competition would appear to be Aero Insurance 
Underwriters. 

Aero Insurance Underwriters, mentioned here, is one of the 3 groups 
that had previously been referred to by the Board as 1 of the 3 groups 
operating in this field. 

Senator O’Manoney. One of the three that did 96 percent of the 
business ? 

Mr. McHvueu. Of the total business. According to the Board 
findings at that time, Aero Insurance Underwriters did none, or 4 
tically none, of the scheduled airline business. Scheduled airline busi- 
ness was pretty much confined to these two groups. Are you familiar 
with the fact that, in that report, the Civil Aeronautics Board was 
suggesting that there was the hope of additional competition in the 
scheduled airline business from the entrance into this business of the 
Aero Insurance Underwriters ? 

Mr. Cuampbers. I don’t recall that; no, sir. 

Mr. McHuau. The evidence of this is contained in that paragraph 
of the report which I have just read in which, after criticizing the lack 
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of competition, the Board suggested that there was a possibility of 
potential competition from Aero Insurance Underwriters. 

Senator O’Manoney. Read the exact language. 

Mr. McHvueu. The exact language: 


There is, also, of course, the threat of potential competition from insurance 
companies or groups not presently engaged in the underwriting of airline risks. 
One possible source of such competition would appear to be Aero Insurance 
Underwriters. 

Will you tell me, Mr. Smith, or Mr. Chambers, whether or not this 
group referred to here, Aero Insurance Underwriters, got into the 

usiness of writing scheduled airline business ? 

Mr. Smrru. Yes; they did, and I might add they had been active 
in the scheduled airline business for many years prior to that time. 

Mr. McHveu. Prior to what time was that? 

Mr. SmrrH. Prior to the—let me say 1944, the time of the report. 

Mr. McHvueu. You do know of the findings of the Board? 

Mr. SmirH. I am. Aero Insurance Underwriters had been very 
active in all phases of aviation insurance, including scheduled airlines. 
They took a elie had a very disaster loss ratio, in the scheduled air- 
line business, temporarily retired from it and, hence, were out at that 
time, and did, in fact, reenter the business of writing the scheduled 
airline business a year or so after that report. 

Mr. McHveu. Is this the group which subsequently became known 
as Aero Associates ? 

Mr. Smrrn. No. 

Mr. McHvseu. Is there any relationship between those groups? 

Mr. Smrrn. Some of the staff of Aero Associates came from the 
defunct Aero Insurance Underwriters. Beyond that, I know of no 
relationship. 

Mr. = You spoke of the defunct Aero Insurance Under- 
writers. Do I understand from that that the group known as Aero 
Insurance Underwriters went out of existence ? 

Mr. Smirn. That is correct. 

Mr. McHvueu. Do you know approximately when that was? 

Mr. Smiru. I know when it was, if you will give me time to find it. 

Mr. McHvuen. Approximately when ? 

Mr. Smiru. I don’t have it asa matter of record. I would say from 
memory it may have been 1947, 1948, 1949, in there someplace. That 
is as close as I can recall. That is a matter of record. We can estab- 
lish it, if it is important. 

Mr. McHoueu. At approximately what time did the group later 
known as Aero Associates enter the airline aviation business? Was it 
sometime following 1944, at the time the Board wrote this report and 
commented on the fact that, as of then, there were only two groups 
writing airline aviation insurance? 

Mr. Smirn. I would say, from recollection, that they possibly 
started about 1948, to the best of my recollection. 

Mr. McHueu. After Aero Associates was formed and got into 
business, did they succeed in taking any airline business away from 
USAIG? 

Mr. SmirH. May I have the question again, please ? 

Mr. McHueu. After Aero Associates was formed and got into 
business, did they succeed in taking any airline accounts away from 


USAIG? 
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Mr. Smiru. Yes. 

Mr. McHveu. Is that because they offered lower rates or more 
extensive coverage ? 

Mr. Suiru. I think we can confine it to your first suggestion, ma- 
terially lower rates. 

Mr. HcHveu. Materially lower rates? 

Mr. Smiru. Yes; incidentally, I have just discovered Aero Insur- 
ance Underwriters went out of existence January 1, 1948. 

Mr. McHvueu. Thank you. 

Mr. Havens. Before we leave the CAB report, may be read another 
portion of it into the record, Senator ? 

Senator O’Manonry. Certainly. 

Mr. Havens. I would like to read into the record the statements 
made by Dr. Huebner. You will recall he is the professor at Wharton 
School of Commerce, professor of insurance, retained by the CAB as 
their expert on the subject of insurance, and you recall he was, also, 
retained in 1920 by one of your committees on the subject of the Marine 
Act and dealt with the question of marine insurance there. In his 
. ort to the Board, which is contained in the report, he says as 

ollows 

Senator O’Manonry. What page are you reading from? 

Mr. Havens. I do not have a copy of the report before me. I have 
the page here. I am reading it from an extract we have here. 

Senator O’Manonry. This may not be the same one I have here. 

Mr. Havens. I think it is. His comments are as follows 

Senator O’Manonry. Give me the title. Under what heading does 
this matter appear? 

Mr. Havens. I am sorry; we haven’t a copy of the report with us. 

Senator O’Manoney. Will you be good enough to find it? 

Mr. Havens. I will be glad to try to find it for you. 

Senator O’Manoney. Try to identify it. 

Mr. Havens. He says: 








Aviation insurance rates, in my opinion, cannot be judged by comparatively 
short periods of past performance. Cognizance must be taken of the limited 
number of risk units engaged in aircraft flying service, the prospective increase 
in the value of such units, the contemplated future changes in the characters 
of service, and the extraordinary catastrophe hazard associated with this 
branch of insurance. The experimental stages seem by no means to be over. 
And, in the light of existing unsettled conditions, judgments rather than sta- 
tistical formulas must be the final arbiter for the present. By the way of 
analogy, even in marine insurance, a much older and more stabilized form of 
insurance than aviation insurance, judgment rating (judgment with respect to 
the individual insurance account of the insured) is still a very important factor 
in ratemaking procedure. Two policyholders with similar physical factors, 
nevertheless, may have different rates because of the difference in loss claims 
over a considerable period of time, owing to difference in operating efficiency. 
Rates are necessarily different for every aviation line. The judgment factor in 
rating aviation risks is inevitable, and there should be no disposition to simplify 
these matters by treating risks en masse. 


That is the end of the quote. Thank you. 

Mr. McHven. I am not sure but I believe that the portion which 
was read by Mr. Havens is not from the CAB report, but from the 
testimony of Dr. Huebner during the hearings. It is not in the con- 
clusions contained in the report made by the Board. However, there 
were observations made by the Board concerning rates which we would 
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like to take up at an appropriate time after we have completed this 
question concerning Aero Associates. 

Senator O’Manoney. Certainly. Proceed. 

Mr. McHvueu. Mr. Smith, you have indicated that you did lose some 
business to Aero Associates at substantially lower rates. Yesterday 
when the letter of April 20 was introduced into the record—the letter 
from you to Mr. Peter Langmead in which you gave one illustration 
of the type of competition that was going on—I will read that: 

To give you 1 illustration of the extent to which practice is degenerating 
in the absence of any form of agreement, 1 of our principal competitors is 
writing industrial for a 3-year term at a premium 244 times the annual rate, 
but with an arrangement that the premium shall be paid in 3 annual install- 
ments. Then on top for no additional premium fee the unearned premium in- 
surance— 

I understand you identified the competitor there as Aero Associates ? 

Mr. Smiru. No, sir. 

Mr. McHveu. I thought in the testimony you referred to them? 

Mr. Smiru. I did not. 

Mr. McHveu. Will you now identify who that competitor was? 

Mr. Smirx. Associated Aviation Underwriters. 

Mr. McHveu. That was Associated ? 

Mr. Smiru. Correct. 

Mr. McHvueu. I understood you, also, to have said yesterday that 
only USAIG is a member of the international union ? 

Mr.Smiru. The only 

Mr. McHvueu. The only American member ? 

Mr. Smrrn. The only member on this side of the world in the 
Western Hemisphere. 

Mr. McHveu. To your knowledge, did Aero Associates ever at- 
tempt to obtain membership in the international union? 

Mr. Smiru. They did. 

Mr. McHvueu. Can you tell us when that was? 

Mr. Smrru. 1951 or 1952—you have the record, so you, perhaps, 
can correct me—from recollection either 1951 or 1952, or both. 

Mr. McHven. Senator, during part of these hearings yesterday, 
where Mr. Smith and Mr. Chambers testified concerning the inter- 
national union, they described it as an international trade association 
comprising most of the companies throughout the world representing 
the principal world markets engaged in the business of aviation in- 
surance underwriting. Will you tell the subcommittee, Mr. Smith, 
what happened about the application of Aero Associates for mem- 
bership in the union ? 

Mr. Smiru. It was rejected. 

Mr. McHveu. Did you oppose that ? 

Senator, I would like to read now into the record from portions of 
the minutes of the International Union of Aviation Insurers which 
is a meeting held in Venice, on the 8th of September 1952. These 
minutes, Senator, which were obtained from the records of USAIG, 
were turned over to us voluntarily. We have only one copy. They 
are rather extensive. And I would like to read, if I may, only por- 
tions of those minutes, as they appear on pages 6 and 7 of those minutes. 

Mr. Murray Stewart interposed to say that this was incorrect; originally, the 


office of Aero Associates had been in the same building as that of Stewart, Smith 
& Co., but they now had moved. Mr. Al Smith said that nobody could deny that 
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Stewart, Smith & Co. were brokers. They were represented in New York by 
Mr. George Stewart and a Mr. Collins, both of whom held broker’s licenses. It 
was admitted that Stewart, Smith & Co. had 50 percent shareholding interest 
in Aero Associates, Inc. Mr. George Stewart went around soliciting business for 
Aero Associates, dealing directly, either with the insured or with the insured’s 
brokers, and had taken many accounts from USAIG. 


Another portion of the same minutes, on page 7, reads: 


The president supported this point of view; the meeting was faced with a 
dilemma—two very good friends, members of the union, Mr. Al Smith and Mr. 
Murray Stewart, had expressed diametrically opposed views on the subject. He 
had power to put the matter to a vote, but he felt that it would be unwise to do 
so. There was another point, Aero Associates were comparatively a new com- 
pany, not yet 3 years old. Mr. Al Smith maintained that they were obtaining 
business by cutting rates. 

Was that one of the reasons that you opposed the admission of 
Aero Associates into the international union ? 

Mr. Smrru. No, sir. 

Mr. McHuseu. I asked you if that was one of the reasons 

Mr. Smirn. No, sir. 

Mr. McHoueu. That you opposed their admission ? 

Mr. Smiru. Your emphasis is on the fact that they cut rates; is that 
it? My answer is “No.” 

Mr. McHveu. Did you object at the union, when the application 
for Aero Associates was considered, to the admission of this company ¢ 
Did you object on the ground that they were a rate cutter ? 

Mr. Smrru. No, sir. 

Mr. McH ven. Is this an inaccurate statement, then, as it appears in 
the record ? 

Mr. Smrru. It is the statement that bears on the overall situation, 
but, if you would like to know why I opposed them, we were 
dealing 

Mr. McHveu. My question is whether or not this is correct, and I 
will read it again to you: 








Mr. Al Smith maintained that they were obtaining business by cutting rates. 

Is that an accurate statement ? 

Mr. Smirn. It certainly is the statement that appears in the minutes. 

Mr. McHveu. Is it an accurate statement ? 

Mr. Snirn. I do not recall. 

Mr. McHuen. You were present at that meeting, were you not ? 

Mr. Smtru. What is the date of it? 

Mr. McHveu. I will read it again to you. 

Mr. Smiru. Just give me the date. 

Mr. McHuau. The date of it is the 8th of September 1952. 

Mr. Smiru. My answer to you, sir, is that I cannot recall precisely 
what was said at the meeting. I can only say that this is a transcript 
or a copy of the minutes. 

Mr. McHueun. Are these minutes submitted to you for your approval 
before they are approved by the association ¢ 

Mr. Smiru. Yes, sir. 

Mr. McHveu. Did you object to them appearing in here? 

Mr. Smiru. No, sir. 

Mr. McHueu. Have you read them ? 

Mr.Smirn. Yes, sir. 

Mr. McHvueu. And you assumed they were correct ? 
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Mr. Smiru. I assumed they are correct, but, from my point of view 
at that time, this point was a very small part of my objection to their 
becoming members of the union. I accomplished my purpose in keep- 
ing them out, and I didn’t much care what the record would show as 
to why we kept them out. 

Mr. McHvueu. The purpose was to keep them out ? 

Mr. Smirn. Very definitely, and I would like—— 

Senator O’Manoney. Will the record show 

Mr. Smiru. I would like to explain why we wanted to keep them 
out, if I may. 

Mr. McHusan. Yes. 

Senator O’Manoney. You may proceed. 

Mr. Smiru. We had a fundamental question whether our union was 
open to membership on the part of brokers. We settled the question 
that brokers were not eligible for membership. Aero Associates, 
owned and controlled by a broker, was neither fish nor fowl. If the 
representatives of Aero Associates had their underwriting hat on, 
they were underwriters, and when they went out to solicit accounts 
away, American domestic accounts away from the American-licensed 
insurance market, they were then brokers. 

I took the position that they could not divide themselves in half, 
and that if they could cut themselves in half the international union 
would not get the half with the head on it. That is my exact expression. 

Mr. McHveu. I would now like to read to you from the minutes 
of the International Union of Aviation Insurers’ meeting held in 
Algiers on the 13th and 14th of October 1953, at which time the ques- 
tion of the admission of Aero Associates was again considered. On 
page 5 of those minutes appears the statement: 

Mr. Goodfellow said that the subcommittee did want to make it very clear to 
the meeting that the mere fact that the company concerned was associated with 
a a of insurance brokers was not in itself a reason for rejecting the appli- 
cation. 

Can you tell us who Mr. Goodfellow was? 

Mr. Sirn. Legal adviser to the union. 

Mr. McHvueu. And he felt that the fact that merely because Aero 
were brokers in itself would not be sufficient grounds for keeping them 
from membership ? 

Mr. Smirn. Evidently that was his opinion. 

Mr. McHveu. Can you tell us whether or not Aero Associates ever 
was admitted into the international union ? 

Mr. Smiru. It was not. 

Mr. McHveu. Will you tell us whether they were rejected for 
membership because of your opposition ? 

Mr. Sorrn. I think, undoubtedly, they were rejected because of 
the force of the arguments that I put forth. 

Mr. McHvuexr. Would you deny that one of the arguments that you 
put forth was the fact that they were engaged in rate cutting? 

Mr. Somrru. I would not deny that that crept into it. It was not 
only competition. It was the type of competition that we objected 
to. I would like to add that, if there is any suggestion that we sought 
to be the sole representative from this side of the world, Associated 
Aviation Underwriters had been a member of the union. We actively 
sponsored their membership some years before. 
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Mr. McHueu. Can you tell us when Associated was a member? 

Mr. Soir. If you will accept 1947, approximately, as an answer. 
They joined the union, were members for 1 year, paid their annual 
dues, never attended the meeting. Of course, there is only one meet- 
ing of the members. They did not attend the meeting. They re- 
signed at the end of the year and said the reason for their resignation 
was that they could not see where they could get £50 or £75 of value 
out of membership i the union. 

The Insurance Company of North America, who is another strong 
competitor here, has on several occasions made preliminary moves 
toward joining the union. I followed it up, wrote to them, and told 
them that I would be more than pleased to sponsor their membership. 

Mr. McHuen. Mr. Smith, in the previous exhibit which was in- 
troduced, which reflected the participating companies’ share for the 
period 1952 through 1956, in the airline aviation business, it showed 
that 3 groups were then doing something in excess of 95 percent, 1 
of which was Aero Associates, at that time doing around 8 or 10 
percent. 

Mr. Smiru. Ninety-five percent of the reported business? 

Mr. McHvuen. The reported business. 

Mr. Smirn. Without reference to the business written, part of it 
through George Stewart, Stewart, Smith, and taken to London direct. 

Mr. Cuampers. Correct. You have to get the point over that those 
figures are incomplete. 

Mr. McHueu. The Aero Associates that was referred to there, 
during that period of time, was doing approximately 10 percent of 
the airline business. Are they in existence today ? 

Mr. Smitrn. Aero? 

Mr. McHvuen. Aero Associates. 

Mr. Smiru. They are in business for the purpose of running off 
certain business that they have previously written, but ceased writing 
business as of about March 1, 1958. 

Mr. McHvucn. They ceased writing business about March 1, 1958? 

Mr. Suirn. That is right. 

Mr. McHveu. Would it be proper to describe the operations as now 
having been liquidated ? 

Mr. Suiru. I would like to suggest at this point, we have with us 
Mr. Pilling, who is the United States manager of the Zurich Insurance 
Co., and Mr. Pilling’s company controlled Aero Associates 100 percent 
at the time they ceased writing new business. I think he could far 
better than T answer any questions concerning Aero Associates. 

Senator O’Manonry. Mr. McHugh, have you finished with Mr. 
Smith, yet ? 

Mr. McHven. No. Since Mr. Smith’s group was one of the parties 
to the arrangement with Associates, I think, Senator, we should pur- 
sue this. Then I am sure you will be glad to hear from Mr. Pilling, 
concerning his interest in the matter. 

My question was, Mr. Smith, is it proper to describe Aero Asso- 
ciates now as having been liquidated aside from the running off of some 
of their business? 

Mr. Smrrn. Without quarreling with the use of words, let us say 
they are out of business for all practical purposes. I don’t know 
what liquidated means. 
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Senator O’Manoney. Mr. McHugh, before we proceed with that, I 
would like to go to something that transpired yesterday. You and I 
discussed, Mr. Smith, the letter of Mr. Beebe to Mr. Lamplugh, and 
we were, also, discussing the letter of the secretary of the international 
union. 

As I recall it, your testimony at that time was to the effect that the 
international union was not particularly effective in the field of inter- 
national aviation insurance, that metings were few and far between. 

Mr. Smiru. I do not think I used the expression, Senator, that they 
were not effective. I made the point that they had nothing whatever 
to do with rate regulations and that there were no binding agreements 
in the bylaws and constitution of the union that would affect any 
member of the union. They are merely a trade organization, as so 
many other businesses have, to discuss what is good and what is bad 
for the business as a whole. If I thought they were of no use to the 
aviation insurance business we would not be members. 

Senator O’Manoney. In what way then were they of use to the 
aviation insurance business ? 

Mr. Smiru. To date they have been of no real use, but I am of an 
optimistic nature. I think that the day may come when some good 
may come out of it for the benefit of all aviation insurance. 

Senator O’Manonry. How does it happen then that at these par- 
ticular times, as shown by the minutes, you were so active in opposing 
the admission of Aero, as a member of the international union? 

Mr. Smiru. Solely because they were brokers in our eyes, using 
Aero Associates merely as 

Senator O’Manonery. Do you mean the word “solely” 

You did mention the rate cutting, and I remember es you 
testified at some length about the “vicious or stupid”—as you used 
those words to modify “rate cutting” that was carried on by some 
companies in the business. You do not want to say “solely,” do you? 

Mr. Smirn. For practical purposes, yes, Senator. Because Aero 
Associates in the hands of Stewart, Smith was merely a tool. They 
were using Aero Associates as a front in order to compete with the 
licensed American market. They had very little capacity, and the 
result was that by far the majority of it—the big majority of the 
business produced through Aero Asosciates wound up in the London 
market and not in the United States. 

Senator O’Manoney. If the objective of the international union 
was to determine what was good or bad for the business of aviation 
insurance as a whole, what particular reason was there for excluding 
as a member an applicant that had a function as a broker as well as 
underwriter ? 

Mr. Smirn. My answer is that the union membership became con- 
vineed of the facts that I am trying to put across, namely, that they 
were essentially, that they were essentially brokers, and we did reach 
the point where we agreed we did not want to open the membership 
of the union to brokers. 

Senator O’Manoney. Just a moment ago, in response to my ques- 
tion, you said, and the record I think will bear out my memory, that 
Aero was merely using the international union or wanted to use the 
international union, as a “tool,” for competition. You opposed that ? 

Mr. Smiru. No. 
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Senator O’Manonry. Do you want us to understand that you were 
opposed to competition ? 

Mr. Smiru. Senator, I do not think that is in the record. I do not. 

Senator O’Manoney. Let us read the record, Mr. Reporter. 

Mr. Smiru. I don’t think 

Senator O’Manonry. Let us read the record. I do not want. to be 
misleading you. 

Mr. Smiru. I am sure you do not, and that is why, therefore, I 
want to clear this point up. 

Senator O’Manoney. All right. Mr. Reporter, will you go back to 
the statement that I am seeking and read it. 

(The record was read by the reporter, as follows:) 

Mr. SmitH. For practical purposes, yes, Senator. Because Aero Associates 
in the hands of Stewart, Smith was merely a tool. They were using Aero 
Associates as a front in order to compete with the licensed American market. 
They had very little capacity, and the result was that by far the majority of 
it—the big majority of the business produced through Aero Associates wonnd 
up in the London market and not in the United States. 

Do you recall those words ? 

Mr. Smiru. I do, but your immediate question before would have 
indicated that I said Aero Associates were about to use the interna- 
tional union as a tool. That is the distinction I make. That is no 
place in the record. And very frankly 

Senator O’Manoney. What were they using as a tool to compete? 

Mr. Smiru. Aero Associates. They were using Aero Associates. 
For what reason Aero Associates sought admission to the interna- 
tional union I do not know. 

Senator O’Manonery. They were using Aero Associates as a tool to 
compete ¢ 

Mr. Smirn. That iscorrect. Very definitely. 

Senator O’Mauonery. Did you have any objection to the compe- 
tition ¢ 

Mr. Smiru. I object to the type of competition. 

Senator O’Manoney. Was it the vicious and stupid competition of 
which you were speaking yesterday—was that it? 

Mr. Smiru. That is very definitely describing it. Competition for 
the sake of the broker alone without regard to whether the underwrit- 
ers had a profit or a loss. 

Senator O’Manoney. Proceed. 

Mr. McHvueu. Mr. Smith, you told us that Aero Associates had 
discontinued writing new business in the spring of 1958. Do you 
know the names of the underwriters or the insurance companies that 
comprise Aero Associates ? 

Mr. Smiru. I can only give you the two principal ones. Mr. Pilling 
could fill you in on the others. 

Mr. McHven. Will you tell us? 

Mr. Smiru. The two principal ones were the Zurich Insurance Co. 
and the Eagle Star Insurance Co., of London. 

Mr. McHvuen. They were the two principal companies ? 

Mr. Smiru. There were others concerned, and I just do not know 
their names. 

Mr. McHvueu. They were the two principal companies? 

Mr. Smiru. That is right. 
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Mr. McHvueu. Making up the Aero group? 

Mr. Smiru. That is right. 

Mr. McHvuen. Have either of these companies been accepted into 
membership in your pool—USAIG ? 

Mr. Smitru. The Zurich Insurance Co. has. 

Mr. McHveu. When were they accepted ? 

Mr. Smirn. Arrangements were made—well, you have a copy of 
the contract as to the date. I think it was in March. 

Mr. McHvuau. Of 1958? 

Mr. Smiru. 1958; yes. 

Mr. McHveun. Senator, I would like to offer now for the record a 
copy of a letter taken from the files of United States Aviation Insur- 
ance group from Mr. A. J. Smith to Mr. Wilson C. Jainsen, president, 
Hartford Accident Indemnity Co., Hartford 15, Conn. 

Senator O’Manoney. We hand you a copy. 

Mr. Smirun. I am familiar with it. I accept it. 

(The letter referred to may be found in the appendix, p. 358.) 

Mr. McHven. It is dated January 13, 1958, and the subject is “Zurich 
Co.” It is marked “Confidential.” 


DEAR BILtt— 


Before reading it, Mr. Smith, I will ask you whether Hartford 
Accident Indemnity Co. is one of the members making up your pool? 

Mr. Smiru. It is. 

Mr. McHvcx (reading) : 


Following our telephone conversation just concluded, I thought it advisable 
to write this short note to you to fill in some of the background. 

Aero Associates, Inc., of New York, a wholly owned subsidiary of the Zurich, 
manages the aviation business of the Zurich and the Eagle Star Insurance Co., 
Ltd., of London. Aero Associates was formed some 8 or 9 years ago by Stewart, 
Smith and at that time represented only the Eagle Star and the Markel Cos. 
(American Fidelity and American Fidelity Fire Insurance Co., Richmond, Va.). 
About 4 years ago, the Zurich purchased the stock interest of Markels (50 per- 
cent). The Markel Co. dropped out and the Zurich went in as an underwriting 
company. Soon thereafter Mr. Pilling found his position untenable with 50 
percent of the stock of Aero Associates owned by Stewart, Smith’s interests. 
Thereupon sought and was granted authorization from his head office in Zurich 
to purchase the Stewart, Smith stock, and for several years now the Zurich 
own 100 percent of the stock of the management company. 

There is no doubt in my mind that Marsh & McLennan, Chicago, were largely 
instrumental in pushing the Zurich to the position they are now in. In other 
words, Marsh & McLennan, Chicago, and Stewart, Smith, have worked very 
closely together in aviation and needed a front for a number of their cutrate 
schemes. 

Pilling and the Zurich have had a rough time in aviation and there is no 
doubt that Pilling would like to drop the burden he has inherited as the result 
of Aero Associates. Their experience has been pretty horrible, they have a very 
limited net capacity, and I know from personal talks I have had in Europe with 
the supervising director in the head office that the head-office people are about 
as unhappy in the present setup as is Pilling. 

Many months ago Mr. Pilling approached me, seeking quota share reinsurance 
to bolster the limited capacity of Aero Associates. I told him very frankly 
that we would only entertain such an arrangement in respect to the industrial 
aid and private risks and then only if he would stop messing up the airline 
busines by acting as a front for Stewart, Smith and Marsh & McLennan. 


Now, Mr. Smith, I wonder if you would describe for the committee 
what is meant by industrial aid and private risk business. 

Mr. Smrrn. Well, private risks are, for the most part, individual 
aircraft owned by one individual, either purely for pleasure purposes 
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or a combination of business and pleasure. “Industrial aid” is a 
term that connotates folks who are active in aviation but not from 
a commercial standpoint—principally the large corporations—and 
today there are many of them who own and operate their own aircraft 
for the transportation of executives and guests in the furtherance 
of their own business, which is not aviation. ; 

Mr. McHvucu. Would you say that the combined business of these 
two types of risks is a fairly large percentage of the total business? 

Mr. Smiru. It is not. You have the figures. You have a break- 
down there. If you examine those company file statistics, you will 
find exactly how much itis. Idon’t recall from memory. 

Mr. McHveu. It isa fairly low figure, you believe ? 

Mr. Sairu. It isa low figure in proportion to the total. 

Mr. McHvueu. I understand from this you were agreeable to taking 
Zurich’s reinsurance business, or Aero Associates reinsurance busi- 
ness, on their industrial aid and private risks. 

Mr. Smiru. We have seriously entertained it. We never got to 
the point of getting down to brass tacks. We were prepared to pro- 
vide some reinsurance to Aero Associates in those classes. : 

Mr. McHvueu. Had you turned down the request to take their 
reinsurance business on their airline risks? 

Mr. Siru. It never came up for discussion that I recall. 

Mr. McHveu. This letter continues: 


I further told him and his head-office director that Aero Associates could 
never be a factor in the jet transport age and that they might be well advised 
to consider folding up Aero Associates and joining either Associated or the 
USAIG, as a member company. 


Do you recall that you suggested that he join either your group 
or Associated ? 

Mr. Smiru. Yes, sir. 

Mr. McHvueu (reading) : 


The upshot of all this has been that Pilling would like to bring the Zurich 
into membership in the USAIG and wash up Aero Associates. I know that 
his company is not a full tariff company in the casualty operations and told 
him I was not at all sure that he would be acceptable to ail of our present 
members. 

At a meeting I had with Pilling last week, he authorized me to explore the 
possibility of membership in a very quiet and tactful manner and hence my 
eall to you today. I picture it would take about a minimum of 6 months to 
satisfactorily work out all the details even though we were assured of all 
present members going along in favor of the Zurich as a member of the USAIG. 

Mr. Pilling tells me their present annual premium income is about $6,500,000, 
of which approximately $1 million represents workmen’s compensation which 
the Zurich holds 100 percent. I know Aero has a share in the number of large 
risks which we would not touch on the basis they are currently rated. Never- 
theless, there is undoubtedly a considerable volume of business that would be 
attractive and which, I feel, we would inherit if we made a deal with Pilling. 

One thing I am reasonably sure of and that is that if someone does not take 
them over, Aero Associates will die on the vine on or before the year’s end. 
Looking to the future, I have a feeling that we shall be able to use the addi- 
tional capacity in the group that the Zurich would provide. However, none 
of this is important enough to advocate taking into the group a company that 
would be troublesome or out of step with our present members. 

I have a feeling that if the USAIG member companies in Hartford approve 
membership for the Zurich, the balance of the members would go along. 


May I ask at this point, Mr. Smith, why it was your belief that if 
Hartford agreed, the rest of the members would go along? 
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Mr. Smirna. That was based on experience of many years ago, 
when a somewhat comparable situation arose. 

Mr. McHucu. Does that mean that the rest of the companies would 
pretty well follow the lead of Hartford ? 

Mr. Smiru. We knew where the principal opposition would be. 

Mr. McHvueu. And that would be Hartford ? 

Mr, Somiru. That is right. 

Mr. McHoveu (reading) : 


Mr. Pilling is very anxious that if the turndown would result, as few peo- 
ple as necessary know about it; in other words, he fears, and I believe right- 
fully so, that if it became known through the fraternity that the Zurich had 
applied for admission and had been refused, irreparable damage would result. 

You know the background of the situation we went through in the case of 
the Insurance Company of North’ America, where we lost the fire company 
because we would not admit the indemnity company. As a result today, in- 
stead of a strong ally, we have a strong competitor. 

Whether the washup of Aero Associates with the Zurich joining the USAIG 
would raise any eyebrows under the various antitrust statutes is a question for 
the legal experts. The simple answer at the moment is that we have not so- 
licited the Zurich but that they have come to us. Maybe that answer is too 
simple. 

. To summarize, I believe I see certain advantages to all concerned in wash- 
ing up Aero Associates, but only if this could be accomplished on a basis en- 
tirely satisfactory to all of our member companies and their executives. In 
other words, it would not be worthwhile if discord would result. 

With these few words, I shall be interested in learning your findings on the 
question. 


Senator O’Manonry. This is your letter, is it not, Mr. Smith? 
Mr. Smiru. Yes, sir. 
Senator O’Manoney. I find it very interesting. 
Mr. Smiru. I was sure you would, sir. 
Senator O’Manoney. On the last line of the first page, I find the 
words, “cutrate schemes.” The sentence is— 
In other words, Marsh & McLennan, Chicago, and Stewart, Smith have worked 


very closely together in aviation and needed a front for a number of their 
cutrate schemes. 


And on page 2, the second paragraph— 


Many months ago, Mr. Pilling approached me, seeking quota share reinsurance 
to bolster the limited capacity of Aero Associates. I told him very frankly that 
we would only entertain such an arrangement in respect of industrial aid and 
private risks, and then only if he would stop messing up the airline business by 
acting as a front for Stewart, Smith and Marsh & McLennan. I further told 
him and his head office director that Aero Associates could never be a factor in 
the jet transport age and that they might be well advised to consider folding up 
Aero Associates and joining either Associated or the USAIG, as a member 
company. 


Then on page 3— 


You know the background of the situation we went through in the case of 
the Insurance Company of North America, where we lost the fire company 
because we would not admit the indemnity company. As a result today, instead 
of a strong ally, we have a strong competitor. 


Would you say, Mr. Smith, that a reader of this letter of yours would 
be justified in feeling that you wanted an ally and not a competitor? 
Mr. Smirn. I would answer it this way, Senator. We were very 
anxious, as we still are today, to acquire additional capacity, which 
we are certainly going to need with the jets in operation. The Zurich 
then gave us an opportunity to add to our total capacity. As far as 
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eliminating a source of competition, we, and the entire aviation 
insurance market worldwide welcome this situation. We make no 
bones about it. We were glad to get them out of our hair and out of 
the business because they had always been a demoralizing factor. 

Senator O’Manonry. “Messing things up?” 

Mr. Smiru. Messing things up. And have been more responsible, 
in my opinion, than any other single factor in bringing, for the first 
time, the London market together in prospective agreements, to pro- 
tect themselves against the type of business that had been brought to 
them through this source. 

Senator O’Manonry. What are the considerations on the basis of 
which you admit applicants into your group for whom you do the 
management ? 

Mr. SmiruH. One, may I say we do not have the say-so on that. 
That is a matter for the present members. Any one member may 
block the entrance of a new member. Generally speaking: 

Senator O’Manonry. Any one member may blackball any new 
applicant ? 

Mr. Smirn. That is correct, sir. 

Senator O’Manongey. How many applicants have been blackballed 
in the last few years ¢ 

Mr. Smiru. I don’t know how many—I don’t know whether “black- 
balled” is the correct expression. Mr. McHugh has a list of applicants 
which have not to date been accepted. 

Senator O’Manonry. I see. You are right. He has just handed 
me this document dated June 2, 1958. 

Mr. Smirn. I might say, Senator, that these applicants have not 
been put to the membership. Negotiations never got to the stage 
where we went to the present membership and asked them to vote one 
way or the other on these people. 

Senator O’Manoney. Do I understand that this list is one which 
you furnished to Mr. McHugh? 

Mr. Smirn. That is correct, sir. 

Senator O’Manonry. Let me read it. 

List of insurance companies that applied for membership in USAIG since 
1948 and not acted upon to date. South Carolina Insurance Co., October 3, 
1955; the Yorkshire Insurance Co., December 5, 1955; Northern Assurance Co., 
Ltd., 1956; Northern Insurance Company of New York, 1956; Washington Gen- 
eral Insurance Co., 1958; Pearl Assurance Co., Ltd., United States branch, 1956. 

There appears an asterisk beside the name of Northern Insurance 
Company of New York, and that refers to a note at the bottom of the 
page which reads: 





Understand this company has since joined Associated Aviation Underwriters. 


Will you tell the committee whether any of these companies are 
lacking in eee that you would like to see in members of 
your group! 

Mr. Smirn. I can’t answer that question, sir, because it is not within 
our province to pass on. This is a matter that could only be decided 
by our present member companies. And we have never reached the 
— in our discussions and negotiations of putting the application 

orward. 

Senator O’Manoney. You know each of these companies, I suppose ? 

Mr. Smirn. Some to a greater extent and some to a lesser extent. 
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Senator O’Mauoney. I beg your pardon. 

Mr. Smiru. Some to a greater extent, and some to a lesser extent. 

Senator O’Manoney. Which one of these companies do you know 
to the greatest extent? South Carolina, Yorkshire, Northern As- 
surance Co., Ltd., Northern Insurance Company of New York, Wash- 
ington General Insurance Co., Pear] Assurance Co, Ltd., United States 
branch? Which of these do you know best ? 

Mr. Smirn. Well, I. know, for example, let us take the case of the 
Northern Assurance of London, England. I don’t know much about 
it. I know it is regarded as a good old stable British company. The 
same could be said of the Pearl. I might say with respect to the 
balance of them, I don’t know—I know very little or nothing about 
them. There are some eight or nine hundred stock companies in the 
United States, and it is pretty difficult to keep track and appraise 
them all. There are some there that are very tiny. 

Senator O’Manoney. You have said, I think, one of your objectives, 
of course, has been to expand; has it not # 

Mr. Smiru. That is correct, sir. 

Senator O’Manoney. But you have not expanded by the admission 
to membership of any of these companies / 

Mr. Smiru. That is correct. 

Senator O’Manoney. And do you know, yourself, why ? 

Mr. Sorru. I think that we never got down to brass tacks in final 
negotiations. When I speak of these approaches, in several instances 
the extent of, let us say, preliminary negotiation, was a luncheon 
meeting with either the president or manager, whom I had never 
met before. 

Senator O’Manoney. Do you want the committee to understand, 
on the record, that these applications for membership in USAIG were 
not acted upon because there was some objection against each of them 
by some sitting member of your group, or because the management 
itself had not found them adequate ? 

Mr. Smiru. I think neither answer is correct, sir. The picture at 
the time was that we did not then need the additional capacity. We 
had all the capacity we needed. That day is rapidly changing, and 
it is entirely possible that the applications of these same people will 
be gone into and received. 

enator O’Manonry. What agreements will they have to make to 
become members of your group ? 

Mr. Smiru. Well, they will make exactly the same agreement every 
other member company makes, namely, to give us worldwide jurisdic- 
tion in the writing of their aviation lines, which are exclusive. They 
are not all exclusive, but there are certain lines, particularly aircraft 
hull and aircraft liability, where we must preserve the prerogative. 

Senator O’Manonry. There having been at one time 3 manage- 
ment groups, 1 of which was Aero, which you described as having 
been partially a brokers’ outfit as well as an underwriting outfit, and 
now that there are only 2, would you say that competition from the 
point of view of the insurer has been advanced or has been suppressed ? 

a. Smitru. Obviously, Senator, there is one less group in existence 
today. 

Senator O’Manoney. So with the great advance of aviation world- 
wide, the management groups have been reduced to 2 instead of 3. 
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That is to say, there has been a concentration of management in avia- 
tion insurance, while aviation itself has been expanding in a most 
amazing manner. 

Mr. Smiru. That is correct, sir, as far as the United States is 
concerned. 

Senator O’Manoney. How about the world ? 

Mr. Smiru. There are many groups on the Continent of Europe, for 
example, very active in the business. 

Senator O’Manonery. I think you have answered my question, and 
I thank you very much. 

Mr. McHHwvart. Senator, may we have made a part of the record the 
document dated June 2, 1958, which you have just read ? 

Senator O’Mauoney. Yes; it will be made a part of the record. 

(The document referred to may be found in the appendix on p. 303.) 

Senator O’Manoney. I must take a recess for 10 minutes. 

( Brief recess. ) 

Senator O’Manonry. The committee will now stand in recess until 
1: 30 in this room. 

(Whereupon, at 11:45 a. m., the committee recessed, to reconvene 
at 1: 30 p. m., the same day.) 


AFTERNOON SESSION 


Senator O’Manoney. We will now begin. 

Mr. McHueu. I would now like to offer in evidence a letter bearing 
on the same subject as this morning, the question of the admissibility 
of Zurich to the USAIG, the group pool. That isa memo dated Feb- 
ruary 17, 1958. It bears this title: “Joint Meeting of Casualty and 
Hull Advisory Councils, February 21, 1958,” and a number of names 
appearing on this sheet are checked off. Attached to that is a letter 
marked “Confidential Hull and Casualty Memorandum No. 219. Joint 
meeting of the Casualty and Hull Advisory Councils, February 17, 
1958, Regency Suite, Waldorf-Astoria, New York,” signed by Mr. 
Albert J. Smith. 

I would merely like to read some portions of this into the record, 
Senator. 

Senator O’Manonery. Have you identified it ? 

Mr. McHueun. These are records which have been taken from the 
files of USAIG. You are familiar with this letter, Mr. Smith? 

Mr. Smirn. I will accept it. 

Mr. McHveu (reading) : 

The purpose of this memorandum is to call, on very short notice, a joint 
meeting of the Hull and Casualty Advisory Councils, for which I apologize. 
We have a rather important subject to deal with in the form of an application 


from the United States branch of Zurich Insurance Co. for admission to the 
USAIG and CAIG. 


Another part reads: 


I returned Friday night, following a 2-day visit with Reed Chambers at St. 
Thomas, V. I., going over the entire subject. Reed feels as I do that, subject 
to your approval, the Zurich would make a good addition to the group if Mr. 
Pilling can make a clean break and stop the writing of new and renewal business 
atan early date. 


3307 7—-—59——_6 
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Then, on page 2, it reads: 


If the Zurich cannot be admitted before January 1, 1959, there is the risk of 
a leak of his plans in the meantime with concurrent probable loss of desirable 
renewal business, as I see it. There is also the danger that the interim period 
would give certain brokers plenty of time to attempt to salvage the Aero 
(excluding Zurich) under another name. I can’t quite see that happening under 
a program of sudden termination. 

Mr. Smith, whom were you referring to that might possibly 
stop it ? 

Mr. Smirn. Stewart, Smith. 

Mr. McHven. Do you have some reason to believe that Stewart, 
Smith attempted to form another group salvaging Aero? 

Mr. Smrrn. Yes, because within a matter of, let me say, several 
weeks thereafter, Stewart, Smith chartered a new corporation in the 
State of Illinois, obviously, for the same purpose. 

Mr. McHueu. You were very concerned about the possibility of 
Stewart, Smith being able to salvage and get back into operation / 

Mr. Smtrn. That is right. 

Senator O’Manoney. These documents may be made a part of the 
record. 

(The memorandum and letter referred to may be found in the ap- 
pendix on p. 394.) 

Mr. McHveun. In the'letter which*had been read this morning, Mr. 
Smith, do I understand from this that Mr. Pilling first contacted 

ou? 

Senator O’Manoney. To what letter are you referring? 

Mr. McHvuen. The letter Mr. Smith wrote to Mr. Jainsen. 

Senator O’Manoney. Dated when? 

Mr. McHueu. Dated January 13, 1958. 

Do I understand that Mr. Pilling first contacted you in connection 
with the deal which you worked out with this group ? 

Mr. Smirn. He first contacted me with regard to the suggestion of 
providing reinsurance for Aero Associates. That was the first con- 
tact. 

Mr. McHveu. And he declined to enter into an arrangement to offer 
reinsurance to him ? 

Mr. Smiru. As we discussed this morning. 

Mr. McHvueu. But you did suggest to him to liquidate Aero and if 
he did that and joined your group, you would be willing to do so? 

Mr. Smiru. No, I had suggested to Mr. Pilling that he would 
serve—his group would have little or no part in the forthcoming jet 
age because of their lack of capacity, and that he, Mr. Pilling and his 
company, might better serve the needs of the aviation industry and, 
perhaps, the purposes of the Zurich Insurance Co. by joining either 
Associated or USAIG. . 

Mr. McHueu. Were you concerned about the fact of his continuing 
as an independent competitor of yours? 

Mr. Smiru. No, because he had told me that if he were not admitted 
to either group he would in any event liquidate Aero Associates at 
the year end, in other words, he was through, finished, washed up, fed 
up, he had had enough. 


Mr. McHuen. There was a possibility George Stewart might take 
over this group? 
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Mr. Smrrx. He couldn’t do it under that name. Hence, the appli- 
cation for a new charter in Illinois would have been a matter of sev- 
eral weeks looking toward replacing Aero Associates with another 
similar organization for his purposes. 

Mr. McHvueu. Mr. Smith, couldn’t you have agreed to have offered 
him reinsurance facilities? 

Mr. Smrru. I did offer him reinsurance facilities, as was brought 
out this morning in respect of the industrial aid and private pleasure 
risk. 

Mr. McHven. Apparently he was asking for something more than 
that. 

Mr. Smirn. He wanted reinsurance support on the airline business, 
where he felt very frankly he served no useful purpose, the group had. 

Mr. McHvuen. He served no useful purpose ? 

Mr. Smitu. The group, Aero Associates. 

Mr. McHvuen. Why is that? 

Mr. Smirn. They served only the purpose of demoralizing the entire 
worldwide aviation insurance market, and I make no mystery about it. 
I do not apologize. I was very glad to see Aero Associates as such 
washed up and so was every other aviation underwriter in the world. 
This I make no denial of. 

Mr. McHveun. It is more because of the prices at which they were 
selling aviation airline insurance ¢ 

Mr. Smiru. Price was secondary, price was part of it, but the type 
of competition that went on was the thing that nobody could cope with 
and resulted in material rate reductions all around to the point that 
nobody, no underwriter could hope to make a profit. And the only 
persons that could profit from it were the brokers. 

Mr. McHven. Mr. Smith, are you familiar with the fact that in the 
report of the CAB, which was introduced:into this record this morn- 
ing, dated 1944 and entitled “Study of Aviation Insurance,” criticism 
was made of the three insurance aviation pools on the reinsurance 
business on the ground that they had placed most, if not all, of their 
reinsurance in the European market and were not placing any reinsur- 
ance either with American companies or they were not accepting any 
reinsurance from American companies ? 

Mr. Smirn. Very familiar with it, sir, and what went before it. 

Mr. McHuen. Have you made aay effort to accept reinsurance from 
other American aviation companies? 

Mr. Smrru. Not only have I made an effort to, I have made repeated 
efforts to encourage it, particularly, in exchange of reinsurance with 
the largest competitive group, Associated. Rather, Mr. Chambers’ 
predecessor, as chairman, had pursued the same course for a number of 
years. We got no place. And one of the reasons given—and I pre- 
sume it was the important reason in the thinking of the Associated 
Aviation Underwriters—was that for the two major groups to ex- 
change reinsurance would be a violation of our antitrust laws. 

Mr. McHvueun. Do I understand the situation is now then that you 
actually exchange no reinsurance among each other ? 

Mr. Smrru. That is correct. 

Mr. McHuecn. Do you handle the reinsurance of any other Ameri- 
can aviation companies ? 
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Mr. Smiru. We have no quota share or contractual arrangement for 
any continuing exchange of reinsurance with anybody else. We do 
not bar the door to the acceptance of a specific facultative or piece of 
insurance offered to us at terms and conditions that we might be happy 
with. We have no rule against that. 

Mr. McHvuen. Senator, I would like to offer now as an exhibit, 
which we would like to make part of the record, a document submitted 
to us entitled, “United States Aircraft Insurance Group—Exhibit 
Showing Quota Share Reinsurers and the Percentage of Gross Writ- 
ings Ceded Under Their Treaties as of November 30, 1957.” 

enator O’Manoney. It may be received. 

(The document referred to may be found in the appendix on p. 303.) 

Mr. McHueu. Without reading the names of the Secuion reinsurers 
listed here, I would like to read the totals for the years given. 

Senator O’Manoney. What is the source of this information ? 

Mr. McHueun. This is information that has been supplied by the 
United States Aircraft Insurance Group at our request and furnished 
to the staff of the subcommittee. 

You recognize this exhibit ? 

Mr. Smiru. Yes, indeed; yes, indeed. 

Mr. McHvueu. This list shows all of your reinsurers ? 

Mr. Smiru. The quota share reinsurers. 

Mr. McHueu. The quota share reinsurers. Will you explain to this 
subcommittee what quota share reinsurers really are ? 

Mr. Smiru. Quota share reinsurer normally would take a participa- 
tion in every risk, large and small, across the board. 

Mr. McHvuseu. In every part of it? Would they participate in every 
part of it or in only one? 

Mr. Smiru. That is the major distinction. They come in, as we say, 
from the ground floor up to the ceiling. They take a predetermined 
percentage of each and every risk of whatever character or nature. 

Mr. McHvuen. At what rate? 

Mr. Smrru. At the original same rate that we received, less the cost 
attributable to the business. 

Mr. McHueu. Do you ever pay a premium to your reinsurer or, in 
turn, do you ever receive a bonus back from the reinsurer on any of 
this quota share of this reinsurance business ? 

Mr. Smiru. No; not in any sense a bonus, or a price tag attached to 
a particular risk. We do—United States Aviation Underwriters re- 
ceived a share of the profit accruing to the reinsurers if there is a 
profit, which is known as a profit-sharing commission but that——— 

Mr. McHven. Is it possible to receive from the reinsurer a profit ? 

Mr. Smirn. This is a commission out of the profits they have re- 
ceived from the business. 

Mr. McHveu. Is that in any fixed percentage ? 

Mr. Soiru. It is fixed contract by contract, but would vary contract 
by contract, depending upon the nature of the business and where it 
is reinsured, and so on. 

Mr. McHueu. Can you give us some approximate idea of the amount 
of the commissions you received out of the profits made by the rein- 
surers under this quota share business ? 

Mr. Suiru. It would vary all the way from zero, in a given year, 
to, perhaps, several hundred thousand dollars in a fine year. 
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Mr. McHveau. Can you give that to us in terms of a percent of the 
premiums? 

Mr. Surrn. It is based on a percentage of the net profit, not the 
percentage of the premiums. The usual arrangement is either 10 
percent or 15 percent. 

Mr. McHveu. But I understand you to say then in connection with 
the quota share reinsurance treaty, the rate at which the reinsurance 
is = is determined by the rate at which you place the business, is that 
right? 

r.Smirn. That is right. 

Mr. McHveun. For the year 1948, Senator, this figure shows that of 
the total quota reinsurance business placed by USAIG, the amount 
was 49.94 percent. That is 49.94 of your total business ? 

Mr. Smiru. The 49.94 is the combination of the English market and 
Canada, right? 

Mr. McHueu. Yes, that is right. 

Mr. Smiru. Correct. 

Senator O’Manonery. Mr. McHugh, you used the phrase “quota 
treaty business.” Would you please define that for the record ? 

Mr. McHveu. I think Mr. Smith was attempting to explain what 
quota share treaty was. Perhaps, it would help for the record to make 
the explanation clearer if you distinguish between and explain again 
what your quota share treaties are and then what you understand are 
your facultative fees. 

Mr. Smiru. You do not couple the word “facultative” and “treaties” 
together. The quota share, to deal with the first phase, the quota 
share reinsurer takes a fixed proportion of each and every risk of the 
type of business covered by the contract. 

Mr. McHvueun. A treaty is a contract entered into? 

Mr. Smiru. The reinsurance contract. 

Mr. McHueu. Between you and your reinsurer ? 

Mr. Smiru. That is right. 

Mr. McHven. And these are contracts entered into in advance of 
your securing 

Mr. Smiru. It has to be that way. In a business as large as this we 
can’t wait to corral facilities here, there, and every place. So we have 
of necessity quota share treaties up to a maximum. 

Senator O’Manoney. Why is the word “treaties” used ? 

Mr. Smiru. It is an old expression in the business. You could sub- 
stitute contract if you like. 

Senator O’Manonry. Is it, perhaps, because they are international 
contracts? 

Mr. Smirn. No. It is in use here just as much in the domestic 
market. I can’t give you the origin. It antecedes my 30 years in the 
business. 

Senator O’Manoney. Are these contracts submitted to any public 
bodies ? 

Mr. Smiru. They are reviewed in our case whenever the insurance 
examiners of the State department come in and request them. 

Senator O’Manonery. How often do they come in and request them ? 

Mr. Smiru. Well, we are right at the moment—in our office in New 
York, there is a joint delegation from the New York Insurance De- 
partment and the Insurance Department of Connecticut, making an 
examination. 
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Senator O’Manoney. Is there any requirement from any public 
agency or government requiring the _—? of these contracts ¢ 

Mr. Suiru. I can only give you an informed guess. I know of no 
such thing. 

Senator O’Manoney. What is the informed guess ¢ 

Mr. Smiru. That there is no requirement for the filing of a rein- 
surance contract. 

Senator O’Manoney. Thank you very much. Proceed. 

Mr. Smiru. If I may, Mr. Pilling, who is an insurance executive, 
would be a little closer to the answer on the examination of companies 
than we would be. Mr. Pilling draws attention to the fact that the 
State of New York Insurance Department examines all casualty 
companies domiciled in New York once every 3 years and never fails at 
the time of such an examination to examine all reinsurance contracts. 
If that adds anything to what we are talking about. 

Mr. McHvueu. Do you know, Mr. Smith, whether your casualty 
reinsurance contracts have been examined every 3 years ? 

Mr. Smrru. They must have been examined in the course of the 
examinations of all of the member companies in our group who have 
copies of them on file. The examiners have not necessarily been into 
our office every 3 years, but they must examine each and every one of 
our casualty companies once every 3 years. 

Mr. McHveu. Are these reinsurance treaties signed by USAU, or 
by your various members ? 

Mr. Smiru. They are negotiated by us on behalf of all of the mem- 
bers of a group jointly and severally. 

Mr. McHueu. Then you have copies of them in your office, do you 
not ? 

Mr. Smiru. Yes, sir. 

Mr. McHuen. Can you tell us how many times the New York State 
Insurance Department has come to your office to examine the rein- 
surance treaties which are on file in your office? 

Mr. Smirx. Well, if I go back to the beginning—this again has to 
be an approximate guess—I would say the New York Insurance De- 
partment alone 8 or 10 times, and in the intervening years we have had 
many examinations by insurance department examiners of other States 
during the course of their examination of a member company of the 
USAIG. I have no record of that, but I know that we never knew 
when they would come in. 

In the course of the examination of a member company, they would 
come into our office to check our books and records as they related to 
the company under examination. 

Mr. McHvueu. Mr. Smith, how many times since 1945 would you say 
the USAU has been subjected to an audit by the New York State 
Insurance Department ? 

Mr. Smrru. Since 1945? To the best of my recollection the New. 
York Insurance Department has only been in twice plus the present 
examination which is the third one. 

Mr. McHveu. That is 3 times since 1945 ? 

Mr. Smrru. The New York department ? 

Mr. McHueu. The New York department. 

Mr. Smiru. Yes. 

Mr. McHvueu. Three times ? 
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Mr. Smiru. Yes. 

Mr. McHueu. Were they all audits or was one of those an examina- 
tion to determine what your legal status was ? 

Mr. Sairu. One of the examinations was the so-called examination 
under the rating laws. 

Mr. McHuen. One was examination under the rating laws? 

Mr. Smiru. Yes. 

Mr. McHvueu. Did the New York State Insurance Department 
make a report on these audits? 

Mr. Smiru. You have copies of them. 

Mr. McHueu. Will you explain to the committee what reports are 
made by the New York State Insurance Department ? 

Mr. Smiru. Well, that covers a rather broad field. I think the 
examination was started in 1953, and went on for 8 months with 4 
examiners on the job. It covered, from my memory, some 60 or 70 
pages. You have a copy of it. And for me to attempt to cover the 
scope in a few words I just could not do it. 

Mr. McHveu. One of the reports we have did not appear to be an 
audit but a determination by the New York State department as to 
whether or not you qualified under the joint underwriting provisions 
of the code or whether you qualified as an underwriting board. 

Mr. Smiru. That is right. 

Mr. McHvueu. That had nothing to do with examination of any 
figures, statistics, rates filed ? 

Mr. Smiru. That is correct. 

Mr. McHveun. Is that one of the three audits that you have referred 
to? 

Mr. Smiru. Yes, sir. 

Mr. McHueu. So that actually there were only two audits then 
made in the period in question; is that correct ? 

Mr. Smiru. I do not know how you apply the term “audit.” 

Mr. McHuaeu. I am speaking of an examination of rates and to 
determine whether or not there is such efficient statistical backing to 
support those rates. 

Mr. Smirn. We use the term “examination.” That is the cus- 
tomary term. They made these examinations; they were complete 
financial examinations. 

Mr. McHuau. There were just two of those; is that correct? 

Mr. Smiru. That is right. I might say that there probably is a 
reason why it seems, perhaps, from where you sit a lapse. But when 
I go back to the former procedure, the so-called zone examination, we 
never knew when the examiners from one or more States would come 
in jointly to make an examination. And so possibly 6, 7, 8 years ago, 
the National Association of Insurance Commissioners adopted a reso- 
lution under which they agreed that as to an examination of the books, 
groups and associations, the examination would be conducted by the 
insurance department in the State in which the head office of the 
group, pool, or association was located. 

Mr. McHueu. Referring to the document which has been exhibited, 
bearing upon the reinsurance of USAIG, the total for 1953 dropped 
down to 42.93 percent of your business. For 1956 the total of all of 
the figures added in that column shows 46.23 percent. And for 1957 
the total volume of reinsurance business is up to 44.83 percent. 
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Senator, I would like to read again a portion of the CAB report of 
1944 that has already been introduced into the record, bearing upon 
the analysis made by the CAB concerning the reinsurance activities 
of the three underwriting pools in the United States. 

On page 19 of that report it reads in part: 

There has, however, been a substantial decline in the percentage of premiums 
going abroad from the exceedingly high portion of 62.5 percent in 1938 to 42.2 
percent in 1942. Although the latter was slightly higher than the percentage in 
1941 which may indicate an arresting of the apparent trend of decline. 

Reading further on page 35 from this report in which criticism 
was made of the American market because of the high volume of busi- 
ness placed in the foreign market on reinsurance: 

It has already been pointed out that the three aviation groups now place all 
of their reinsurance with foreign insurers, with the exception of the relatively 
small amount being reinsured among themselves. And that the amount of rein- 
surance of aviation risks underwritten abroad which has been placed with the 
American underwriting groups apparently has been negligible. The two lead- 
ing underwriting groups do not place any part of the extensive insurance busi- 


ness which they deem necessary with the American insurance companies which 
are not members of the group. 


Further on page 35: 


At the present time the relations between the American direct underwriter 
and the foreign reinsurer are mutually profitable, and there would appear to be 
little incentive of the present underwriting group to seek to develop an inde- 
pendent American reinsurance market for aviation insurance. 

Would you say that that observation summarizes the reasons why 
your reinsurance in foreign markets has not only declined but has, 
apparently, increased ? 

Mr. Smiru. It displayed by the very language the complete igno- 
rance of the examiners in what had gone before. For some 20 years, 
going back, Mr. Beebe and I walked shoe leather off our shoes trying 
to interest the professional reinsurance companies of the United States 
in taking a share of our reinsurance, and we met with no success what- 
ever. ‘They would have no part of this risky business of aviation 
insurance. And that is the reason that we were unable until later 
years. I personally developed an extension of our reinsurance on 
the Continent of Europe and elsewhere. And, in the meantime, sev- 
eral of the companies that had previously declined, professional re- 
insurance companies, that had consistently declined came to us and 
now asked could they take a piece of this business. Their explanation 
was that they suddenly realized they had failed to give their proper 
support to this very important aspect of our American economy, 
namely, the aviation business. 

Mr. McHvueu. Are you speaking now of foreign reinsurers or 
domestic ? 

Mr. Smirn. Domestic. 

Mr. McHouen. What efforts have you made since this report was 
published to obtain reinsurance with domestic companies ? 

Mr. Smiru. You will find two of them listed here, the Reinsurance 
Corporation of New York, and the General Reinsurance Corp. 

Mr. McHvueu. That shows a total of reinsurance business placed 
with 2 domestic companies of a little less than 3 percent, is that correct, 
in your total? Have you made any other efforts since that time—— 

Mr. Smirn. Concurrent—— 
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Mr. McHvueu. About reinsurance with domestic companies ¢ 

Mr. Suir. Concurrent with the efforts that were going on and 
these 2 having applied to us, I revived the question with 2 other very 
important reinsurance companies and, if you like, gave them a little 
bit of a sales talk, “where your competitors are in, wouldn’t you like 
to take another look ?” 

And they still declined. 

And no later than last week, I was approached by 1 of the 2 com- 
panies that are not presently participating who explained that he was 
not ready to join us because his president would not go along. But I 
do have hopes, let me say, that they may change their minds in the 
future. 

Mr. McHven. Mr. Smith, would you say that one of the reasons 
that you placed such a high volume of your reinsurance premiums in 
a foreign market—as a matter of fact, a substantial increase since the 
report of 1944— is for the reason that that would forestall some direct 
a ee from the foreign markets with you ? 

r. Smiru. The record shows that would be directly wrong, because 
the increase in competition from the London market, while they were 
getting a larger share of our business, increased year by year. I don’t 
think it has a single thing to do with it. 

The fact is that the London market is the big market upon which we 
are dependent, and were from the very beginning, and we cannot get 
along without them. 

Mr. McHveu. The point is that at the rate at which reinsurance 
is being sold, based upon prices at which the direct business is quoted, 
would there be much incentive for them to come in and take it? 

Mr. Smirn. Because with the freedom of regulation—I speak now 
of the London market—the freedom of regulation that they operate 
under, without 48 States and the District of Columbia to report to 
and all of the statistical requirements, and the deposit requirements 
and everything else that goes on, they have a distinct advantage over 
the American market in all fields of insurance in the matter of costs. 
So if they can attack our business at the same rate that we quote, they 
have an additional profit due to the difference in cost of doing business. 

Mr. McHueu. So you are saying the European market, the London 
market primarily, I gather, could place business directly, and since 
they have certain competitive advantages over you, could obtain that 
business direct ? 

Mr. Smiru. Can and do. 

Mr. McHveu. Do you have any figures or can you tell the commit- 
tee where we can get any figures concerning the amount of direct busi- 
ness obtained by foreign insurers ? 

Mr. Smrru. I have tried for a long time to get it, Mr. McHugh. 
The answer is there is no central reporting agency. The London 
underwriters, again with their freedom, each is jealous of his own 
figures, and it is just nonexistent so far as I know. 

Mr. McHueu. Would you not say, Mr. Smith, that the high volume 
of reinsurance business which you placed with your foreign rein- 
surers influenced them to some extent to compete with you directly on 
business ? 

Mr. Smiru. No, I would not. The record proves to the contrary. 

Mr. McHveu. At this point, I would like to read from a portion 
of the report dated May 6, 1944. 
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Senator O’Manonry. Before you go into that, let me ask Mr. 
Peck if he has a question. 

Mr. Peck. I have been doing a little figuring here, Mr. Chairman, 
and I believe.that I have some figures which could possibly answer 
Mr. McHugh’s question concerning the amount of direct foreign 
business from the foreign countries. 

If this is the proper time to do it 

Mr. McHuen. What is the source of your information ? 

Mr. Peck. From the testimony given this morning—from the testi- 
mony of Mr. Smith—to the effect that USAIG does about 26 percent 
of the direct domestic insurance and, also, from the statistics offered 
by the Company Service Corp. to the effect that USAIG does 33.39 
percent of the direct domestic work which is reported to the New York 
Insurance Bureau. 

Mr. McHvuen. Just what is the volume of reinsurance placed by 
the American companies in the foreign markets? How much was 
direct business that any of the foreign reinsurers are obtaining in the 
domestic American market ? 

Mr. Peck. I thought that your question related just to the direct 
insurance work done regardless of whether or not we were reinsured. 
I think I have figured that the European companies are doing about 
22 percent of the direct insurance selling in this country. 

Mr. McHoueu. Is there anything in the Company Service figures 
which would give you a basis of determining how much direct busi- 
ness in the American market is done by foreign insurers, in the 
American market ? 

Mr. Peck. I believe so; yes. 

The Company Service Corp. figures pertain, I believe, only to the 
direct sales in this country. Is that correct? Only to direct sales 
by companies which report through the New York State Insurance 
Bureau. That does not include mutuals; it does not include foreign 
companies. 

If 26 percent of the domestic direct sales which they claim amount 
to roughly 34 percent of the sales reported through New York, then 
New York reports 78 percent of the direct national, direct domestic 
sales. Subtracting 78 from 100, I come to the figure of 22, which 
should represent the direct sales made by foreign companies in this 
country, and 22 percent is not a great deal less than the 26 percent 
which they claim. 

Senator O’Manoney. Maybe there is competition. 

Mr. Peck. These are rough figures. 

Senator O’Manonry. You made that computation on the basis of 
what? 

Mr. Peck. On the basis of the figures submitted by Mr. Smith, and 
by the staff, in the presentation of the Company Service Corp. figures. 

Mr. McHueun. Let me ask these people who are experts in this field. 
In examining the statistics filed by Company Service showing the 
total amount of business done in this country, is there any basis for 
computing how much foreign business is done? 

Mr. Smrru. None whatever. 

Senator O’Manoney. Proceed. 

Mr. Havens. May I say a word ? 

Senator O’Manoney. Yes. 
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Mr. Havens. As to one of Mr. Smith’s answers to that question, 
I wonder if it was consistent with what was just stated by Mr. Peck, 
because he was making an arithmetical computation on a percentage 
basis. Mr. Smith was saying by taking the Company Service figures 
alone they do not tell you about that. That is all he answered. 

Mr. Smirn. I have no quarrel with Mr. Peck’s figures. 

Senator O’Manoney. I do not have any. 

Mr. Smiru. I am answering a specific question. There is no means 
within the filed figures of Company Service Corp. to get the answer 
you are seeking. That is all. 

Senator O’Manoney. Mr. Peck’s statement is merely a computation 
which he made based upon 

Mr. Smiru. Available information. 

Senator O’Manoney. Available information presented here. He 
didn’t get it from any particular source. He is just making his own 
personal computation on the basis of these figures. And for that pur- 
pose itis in the record for what it is worth. 

Mr. Cuampers. I have been asked that question by other sources 
from time to time, and I have estimated that the direct writings by 
outside markets amounted to somewhere between 20 and 25 million 
dollars. That is not very far from your figures. We have no way of 
knowing. 

Mr. Peck. Mine are percentage figures and I come out with the 
figure of roughly 22 percent. That is direct sales by foreign compa- 
nies. 

Mr. McHveun. Is your estimate around 20 to 22 percent or 20 to 
22 million ¢ 

Mr. Cuampbers. Not the percentage. I was talking millions. That 
much went directly to ae somewhere between 20 and 25 million 
dollars. That is not even an educated guess. 

Senator O’Manoney. You are in a position to know as well as any- 
body at all connected with the aviation insurance business. 

Mr. Cuameers. Except London, sir. 

Senator O’ Manonery. So far as you are concerned, this is only an 
educated guess ? 

Mr. Cuampers. Yes. 

Senator O’Manonry. This shows that there is no public bureau, 
State or National, which has any statistics upon the amount of busi- 
ness done by the foreign companies, nor are there any percentage fig- 
ures with the respect to our own. 

Mr. Cuameers. I think, sir, possibly the Internal Revenue, or 
whatever bureau that sells the stamps they have to buy, the stamp 
tax on this, might have some records. 

Senator O’Manoney. Then again it would have to be a computation 
which is not based upon formal reports ? 

Mr. Smiru. This may be of some value. The United States Depart- 
ment of Commerce has been making an annual survey of the United 
States reinsurance transactions with insurers resident abroad since 
1949; published figures as the result of this survey indicate that for 
the year 1949, the American insurance industry ceded abroad $125,- 
800,000 in premiums less commissions. That is the net figure. And 
received back on reinsurance assumed from abroad, $14,100,000 for 
the year 1956, the figures were reported as follows: Ceded abroad, 
$207 ,900,000, received from abroad, $38,600,000. 
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The USAIG has been active for many years in developing a flow 
of reinsurance in this direction, as a partial offset against the busi- 
ness we ceded abroad. 

For the year 1957, USAIG ceded abroad $7,490,000, and assumed 
from abroad $1,854,000. 

Looking at the relationship of business assumed to ceded, it would 
appear that we, the USAIG, have done better than the balance of the 
insurance industry. 

Senator O’Manoney Is that from the Department of Commerce? 

Mr. Smirn. That is written by me, sir. 

For the year 1956, the published figures show for the entire insur- 
ance industry 18.6 percent of ceded premiums recovered through re- 
insurance assumed. The similar USAIG figures show 24.8 percent. 

Senator O’Manoney. These figures clearly do not represent any 
authoritative conclusion by any public agency of any kind, State or 
National? 

Mr. Smiru. I beg your pardon, they are filed under oath with our 
own United States Tiapaitenenit of Commerce and have been annually 
since 1949. 

Senator O’Manoney. Let me see. Do the foreign companies file 
under oath ? 

Mr. Smiru. No, this is a survey of United States reinsurance trans- 
actions. It has nothing whatever to do with the business. 

Senator O’Manoney. That is only a portion of the subject matter 
that Mr. McHugh has inquired into. 

Mr. Smirn. That is true, but I thought it might shed a partial light 
on it. 

Senator O’Manoney. It does shed a partial light. But it is clear 
from the record thus far that there is no authoritative source from 
which authoritative statistics can be gathered with respect to this 
great field of foreign and domestic insurance and reinsurance in the 
aviation field—as to what it amounts to. 

Mr. Smiru. There is no authoritative source insofar as the direct 
competition by unlicensed foreign underwriters in this country. There 
is no source for that. 

Senator O’Manoney. That is right. 

Mr. Smarn. I have tried for many years to even come close to it. 

Senator O’Manonry. When the Insurance Department of the State 
of New York undertakes the examination, or Connecticut comes in, or 
perhaps some other State occasionally comes in, according to your own 
testimony this afternoon, these are infrequent and they scarcely are 
what one would call audits. They are examinations? 

Mr. Smirn. They are known as examinations. 

Senator O’Manoney. Yes. 

Mr. Smiru. Replete, I might say, with figures of all kinds. 

Senator O’Manoney. That is right. 

i. Smiru. The industry calls them examinations rather than 
audits. 

Senator O’Manonevy. I think it is quite clear we are both in agree- 
ment, both you and I, that these are not authoritative figures. It is 
a big business but just how big it is and what the percentage of par- 
ticipation is, foreign and domestic, we do not definitely know from an 
authoritative source. Is that correct? 

Mr. Saurx. It would appear so. 
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Mr. McHueu. Do I understand your position to be now that the 
volume of business placed in the foreign reinsurance market would 
have no bearing at all upon the desire aE shea foreign insurers to seek 
business directly in the American market ? 

Mr. Smirx. We haven’t seen any evidence that it has in any way 
been a deterrent. 

Mr. McHvseu. In that connection, I think it might be interesting 
merely to read a portion of the answer that was submitted by the 
United States Aviation Underwriters in 1944 to the Civil Aeronautics 
Board in response to the Board’s findings and with reference to the 
criticism made by the Board concerning the high volume of reinsur- 
ance placed in the foreign markets. This report which was signed 
by the Chairman of the Board said, on page 22: 


If foreign insurers are excluded from reinsurance of American aviation risks 
they will of course become more active competitors for direct insurance of such 
risks. 


_ This was directed at the possible conjecture that we should include 
insurance. 

Mr. SmirH. That is a very logical theory or conclusion that any- 
body in his right mind would come to. But in practice it did not 
work that way. Because, while we were giving them an increased 
amount of reinsurance, through necessity, as values rose, the competi- 
tion increased. 

Mr. McHvau. Mr. Smith, do you have any knowledge of any major 
airline account which is written directly in the London market? 

Mr. Smirn. Many such. 

Mr. McHueu. Major airline accounts? 

_Mr. Smirn. Many. I think you have a schedule which will effec- 
tively rpc that. 
_ Mr. McHuen. I have asked you whether or not the foreign market 
aearen any airline. Obviously I was intending to say any American 
airline. 

Mr. SmirH. Yes. 

Mr. McHveux. Will you tell us the names of the principal ones that 
come to your mind? 

Mr. Smiru. Well, we will start with Capital, Delta—— 

" af McHveu. Is Capital now insured directly in the London mar- 
e 


Mr. Smrru. About 84 percent direct in the London market, and the 
remainder with Aero Associates. 


oo Is that business done through Aero, or is it placed 
rec 

Mr. Smiru. It is placed direct by George Stewart in London. 

Mr. McHvau. What is Aero’s role in that business ? 

Mr. Smiru. +o were in my book the front company that George 
Stewart used in order to place the business. 

Mr. McHveu. In other words, Capital negotiated with Aero in the 
business ¢ 

Mr. Smiru. No, Capital negotiated with their brokers here, and I 
must draw upon my imagination that there Stewart was very close 
in the negotiations at that stage. That is only one. There are two 
others that are bound together under the same arrangement—Braniff 
and Delta. As a matter of fact, placed in the London market on one 
underwriting slip, bound together at the same terms, rates, and condi- 
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tions, under a noncancellable policy for 3 years. There are others, 
Mr. McHugh. 

Mr. MeHuen. Senator, I would like to offer in evidence now a letter 
dated September 24, 1957, from Mr. A. J. Smith, addressed to Mr. 
Luis F. Agudin, in St. Marcus, Madrid, Spain. This was a record 
taken from the files of the United States Aircraft Insurance Group and 
made available to us. 

You recognize that letter, Mr. Smith ? 

Mr. Smrru. Yes, sir. 

(The letter referred to may be found in the appendix on p. 353.) 

Mr. McHven. This letter reads: 

Thank you very much for your kind notice of September 20. Not having 
heard from you sooner, I thought you very likely were in attendance at the 
marine meetings. I do hope that you will be able to be with us at Amsterdam. 
I am sure we all realize that we are entering. an era that may be very disastrous 
for aviation underwriters unless a large degree of sanity returns to what has 
been a demoralized market. I therefore regard the forthcoming meetings as 
perhaps the most important in the history of the union. While we of the union 
cannot hope to accomplish much in the way of agreements with the less con- 
servative underwriters at Lloyds, I have had a feeling for some time that some 
good has been accomplished as the result of the IUAI meetings, and the oppor- 
tunity they afford for informal discussions with some of the people from the 
London market. I understand that a number of Lloyds underwriters will make 


an appearance at Amsterdam as they did last year at Torquay, and this gives 
me a certain amount of heart. 


Do I understand from this letter, Mr. Smith, that you have at various 
times attempted to work out some kind of informal discussions with 
operators in the London market at these [UAT meetings ? 

Mr. Smiru. The meeting at Torquay was the first of such. I had 
nothing to do with working it out. The British members of the LUAI 
were the hosts. Lloyd’s, as we previously explained, had for years sat 
in at these meetings in an unofficial capacity, and finally thought this 
was time they bought a drink some place. So they asked permission 
to throw a cocktail party for the union members, which was granted. 
And, as a result of that, quite a group of the aviation underwriters 
in the London market came down to Torquay for purposes of attending 
the cocktail party, and somebody decided, “Well, this is a good oppor- 
tunity, we have got these fellows together, it has never arisen before, 
let’s see if we can’t sit down and chew over some of the problems of 
the business.” 

Mr. McHvueu. And you did have this opportunity to meet infor- 
mally with these groups and chew over some of these problems? 

Mr. Smirn. That is right. 

Mr. McHueu. You indicate among the purposes of these meetings 
an effort to bring sanity into what has been a demoralized market. 
Is that for the purpose of arriving at some sort of understanding with 
reference to the manner and the rate at which business will be sold? 

Mr. Smirn. Never any question of rate. But as I have tried to 
repeat here, we saw practices that were demoralizing, that were hurt- 
ing everybody, and we thought, perhaps, if you like, through the force 
of propaganda and repeating and repeating, we might drive some sense 
into them. And history has shown that everything we forecast has 
come true, and they have gone through the worst period of their 
entire experience in the years 1955, 1956, and 1957, because the prac- 
tices that we objected to finally caught up with them. 
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Mr. McHvuen. Would you say, Mr. Smith, that the culmination of 
these discussions leading toward sanity in the market has been tlie 
follow-the-leader agreement in London ? 

Mr. Smiru. I think that perhaps the, call it influence, if you like, or 
representations we have made, had some little part. I think it had 
to be in the minds of somebody. But what brought about the respect- 
the-lead agreement were the terrific losses that the London market 
had sustained as we forecast they would, and they decided they better 
do something eee it. 

Mr. McHueu. Can you tell us about some of the specific demoraliz- 
ing problems thks you discussed with these London underwriters at 
the Torquay meeting ? 

Mr. Smirn. W ell, I start with a 3-year noncancellable policy for 
8 airlines banded together, each of which by normal standards 
should have had a different rate, written for a term of 3 years, insuring 
certain risks that we personally feel are not insurable at rates which 
all concerned in the London market have learned to their sorrow were 
entirely too low. That is one phase. 

Mr. McHvuen. So you were concerned about the rates at which 
some of this business was being taken ? 

Mr. Smirn. Very definitely, because all we could see was a shrink- 
age in the world market at a time when we were going to need a great 
deal larger market than existed at the time; namely, when the jets 
come into operation. I don’t know at this moment where we are go- 
ing to get the capacity in the entire world market to cover the risk. 

{r. McHueu. And your purpose then, Mr. Smith, was to work out 
some oat of a plan that would eliminate this kind of demoralized 
ricin 
. Mr. Sacer: Not a plan, sir. Anything that would bring stability 
into thinking and commonsense. 

. Mr. McHvueu. What did you propose? What did you suggest be 
one { 

Mr. Smiru. I don’t know that I proposed or suggested anything. 
We had a roundtable discussion, of which there are no minutes. 

Mr. McHvueu. You kept no minutes on those meetings ? 

Mr. Situ. No, sir. They were entirely unofficial. We objected— 
I say objected—we called attention to a number of practices that we 
thought were wrong. 

Mr. McHueu. What specific proposal was made by anybody con- 
cerning what could be done about these practices ? 

Mr. Surru. Nothing. They were merely discussed as problems, 
and no conclusions reached. 

Mr. McHueu. Nobody suggested anything that ought to be done to 
cure them ? 

Mr. Smiru. There must have been many such. 

Mr. McHueun. Didn’t you have some? 

Mr. Smiru. Yes; I violently objected to the situation I just called 
attention to, the 3-year noncancelable policy, the insurance of certain 
things that should not have been insured, the business of rating the 
hull, the value of an airline hull, based on a premium derived ‘from 
passenger-miles. 

Mr. McHueu. Were some of the people 

Mr. Smiru. Common practice there. 
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Mr. McHueu. Were some of the people in attendance at that meet- 
ing basing their rates upon passenger-miles, as you have just de- 
scribed ? 

Mr. Soiru. Yes. 

Mr. McHueu. Did you address your comments to them concerning 
this practice? 

Mr. Smrirn. Not specifically. We drew attention to what went on. 
But the situation in the London market is such, for all practica] pur- 
poses, that everybody present would have been in some manner or 
form connected with the same risk. They would know what you were 
talking about. You didn’t have to single it out and call it by name. 

Mr. McHvuenu. What did the people who were engaging in such 
practices tell you about it ? 

Mr. Smiru. Well, you got all kinds of screwy arguments. One, for 
example, would say, “What difference does it make as long as you get 
a big round sum of dollars? What difference does it make how you 
arrive at the premium?” I don’t buy that one. I think, grantin 
that we are in a new and infant branch of the insurance business, an 
granting, at the same time, that it will never be written ratewise from 
_ statistics, I think we must develop some semblance of sound un- 

erwriting statistics as a guide to underwriters in the exercise of their 
judgment. And I abhor the thought of just picking a number out 
of a hat and saying, “Well, we will try this.” But you have got to 
understand the temptation of the London underwriter when he sees 
on a risk a dollar sign followed by a lot of zeros, all underwriting 
judgment during the period we speak of went out the window, and 
they grab their pens and hurriedly sign up, because they don’t want 
to be left out of this deal. 

Mr. McHueu. You are suggesting that your underwriting judg- 
ment was the better way for determining the rates in those kinds of 
cases ! 

Mr. Smiru. Oh, I have no exclusive on that, Mr. McHugh. I 
pointed out several practices which I thought were bad for the busi- 
ness of aviation underwriting as a whole, and recommended considera- 
tion of them. That is as far as I could go. 

Mr. McHvuen. Did you recommend discontinuance of them ? 

Mr. Smiru. Definitely I would, and probably did. 

Mr. McHueu. Did the people to whom these recommendations were 
addressed agree with you that something should be done? 

Mr. Smiru. Some did and some did not, which is typical of the 
London market. 

Mr. McHveu. There were some who agreed that maybe it was bad 
and they would discontinue it ? 

Mr. Smirn. They didn’t say they would discontinue it. They 
thought it was bad and should be discontinued. 

Senator O’Manoney. Mr. Smith—if I may interrupt—I find it a 
little puzzling sometimes to follow you. And then again your state- 
ments seem to be very responsive. 

Mr.Ssirn. Thank you, sir. 

Senator O’Manoney. You talk about thinking and commonsense 
and getting these people to abandon bad practices. But you shy away 
from any suggestion of an agreement. 

Mr. Smiru. That is right. 
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Senator O’Manoney. And, above all, you want to leave no suspicion 
of any ratemaking agreement of any kind. Isn’t that right? 

Mr. Smirn. I don’t know whether the use of your term “suspicion” 
isa proper expression, sir. I want to make it clear: 

Senator O’Manoney. Amend it to suit yourself, sir. 

Mr. Smiru. I want to make it perfectly clear that we recognize and 
welcome competition. We think it is good for the trade, to use the 
old expression. There are certain things inherent in certain types of 
competition that were bad for everybody, and I was trying to get 
them to see the light of day on these things without myself being the 
sole arbiter and the only expert. 

Senator O’Manoney. That is what I am trying now to illuminate. 
So I go back to your letter. 


I am sure we all realize that we are entering an era that may be very disas- 
trous for aviation underwriters— 


Now, I emphasize— 





unless a large degree of sanity returns to what has been a demoralized market. 


Has sanity returned in any degree at all to this market ? 

Mr. Smiru. I would say that we must regard the respect-the-lead 
agreement as a considerably forward step in that direction. 

Senator O’Manoney. And that was an agreement by which the 
rates were upped 10 percent, and all agreed to follow the lead? 

Mr. Ssarn. All in the London market. Nobody but the London 
market is concerned with that. And, may I point out, Senator, that 
has nothing whatever to do with the placing or submission of a new 
risk. This is confined to renewals of business on their books. 

Senator O’Maunonery. This was an agreement to up the rates by 
10 percent. 

Mr. Smirn. That is right. 

Senator O’Manoney. So we do have agreements in this field some- 
where. 

Mr. Soirn. Oh, definitely. But not as far as the USAIG are con- 
cerned, and I would guess that I speak for the balance of the legiti- 
mate American domestic market. 

Senator O’Manonry. This was sanity for Lloyds that you were 
talking about, or for the London market, and not sanity for the 
domestic market ? 

Mr. Smiru. To the contrary, I feel that we, too, suffered. There 
isn’t any question. The record will show that all aviation under- 
writers here suffered as a result of the raids made on American 
business by the London market, depressing of rates, to a point where 
we began to wonder how long can we keep our companies interested 
in this business. 

Senator O’Manonry. So, naturally, the rates are important. As a 
matter of fact, you could not run the business if you did not have 
rates. 

Mr. Situ. That is true, sir. 

Senator.O’Manonry. Your testimony yesterday and today clearl 
shows that you felt, throughout this business, and have not hesitate 
to acknowledge it, that there was a great deal of vicious or stupid 
competition. 

Mr. Smiru. Correct, sir. 
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Senator O’Manoney. By which I think you meant that some in the 
business were putting the rates too low. 

Mr. SMITH. Righ ht. 

Senator O’Manoney. So that when the London market came to an 
agreement for a 10-percent increase in rates, you found that to be a 
long step in the right direction. 

Mr. Smiru. That is right, sir. 

Senator O’Manoney. So that you gave your approval to an agree- 
ment in the London market to up the rates by 10 percent, and to 
establish the follow-the-lead. 

Mr. Smiru. I beg your pardon, sir. I was not consulted on the 
agreement. 

Senator O’Manoney. I meant right here you gave it. 

Mr. Smiru. Oh, no. I didn’t say I approved it. I say that it is a 
step in the right direction to improve the demoralized state the 
market was in. 

Senator O’Manonry. You wanted that demoralized state to be 
improved, did you not? 

Mr. Soiru. Surely. 

Senator O’Maunonery. And it was improved by this? 

Mr. Smiru. Right. I still admit I think it was a step in the right 
direction. I had nothing whatever to do with its origin or adoption. 
I am glad to see it, Senator. 

Senator O’Manoney. I am not intimating that. But you are ap- 
proving it, because you say it is a step in the right direction. 

Mr. Smiru. That is correct. 

Senator O’Manonry. All right, then. Now, we go to the next 
sentence. 

I, therefore, regard the forthcoming meetings as perhaps the most important 

in the history of the union. 
That would seem to indicate—correct me if I am wrong—that you 
thought these meetings to be held at Amsterdam were the most im- 
portant because there was a glimmering that a large degree of sanity 
might return to what had been a demoralized market. Have I inter- 
preted your meaning ? 

Mr. Smiru. That is right. I was hopeful that it might occur. 

Senator O’Manoney. Certainly. Then the next sentence 

While we of the union cannot hope to accomplish much in the way of agree- 
ments with the less conservative underwriters at Lloyds, I have had a feeling 
for some time that some good has been accomplished as the result of the IUAI 
meetings and the opportunity they afford for informal discussions with some 
of the people from the London market. 

It is obvious from this sentence, is it not, that you had not much 
hope to accomplish much in the way of agreements with the less 
conservative underwriters at Lloyds You said that, did you not 

Mr. Smiru. Yes, sir. 

Senator O’Manoney. That meant that you were getting some sort 
of agreements with the more conservative? 

Mr. Smrrn. We had had that for a great many years, sir, with the 
more conservative, in the things that I am talking about—matters 
of underwriting principle, things to do and things not to do, things 
that we could clearly demonstrate—— 
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Senator O’Manoney. Can you give us a list of those things, things 
to do and things not to do, that would restore sanity to a demoralized 
market. If you can give us a list of those things—— 

Mr. Smiru. May I mail it to you, sir? 

Senator O’Manoney. Certainly, I will be delighted to have you 
mail it to me. 

Mr. Suiru. I will be glad to. 

Senator O’Manonry. Remember, now, you have just stated that 
there was some agreement. 

Mr. Smiru. I beg pardon ? 

Senator O’Manoney. You have just stated that there was some 
agreement. You had had it for a long time. 

Mr. Smiru. Sir, Mr. McHugh, was this letter one in which I re- 
ferred to his meeting my wife and daughter who were going to Spain, 
or thanking him for it ? 

Senator O’Manoney. I hand you the letter. 

Mr. Smiru. Yes, I have a copy. My concluding paragraph was— 

Again, I thank you for any assistance to the ladies if they have been obliged 

to call upon you. 
My wife and another lady made a trip to Spain, their first, and I had 
written Mr. Agudin, asking him if he would sort of look after them, 
if they got in trouble, and guide them by the hand. The prime 
purpose of this letter was to say thank you. And in the course of it, 
I got into the question of the IUAI meetings, which was a perfectly 
natural thing to do, since I would be seeing him within the next 
month or so. This letter was not written for purposes of influenc- 
ing Mr. Agudin’s judgment in any way, shape, or foros And I was 
not looking at careful language. When I say “agreement” it is the 
kind of a thing that we would sit down over a cup of coffee in the 
captain’s room at Lloyds and expound to some of the more conserv- 
ative people the mistakes they were making, and they would agree 
with us. I agree with you. Hence, there was agreement there. 
But that was in no sense a legal agreement or an agreement that 
encompassed anything more than a very small segment of the total 
London market. 

Senator O’Manonry. You have talked around this table without any 
coffee, I am sorry to say, here, about good practices and bad practices, 
and about the step in the right direction that was taken when the 
Follow-the-Lead agreement was made. And so I ask you if this 
does not all connote a feeling in your mind that there ought to be a 
common course of action by all of these underwriters in a greater 
degree than there had been in the past to establish the good practices 
which you had in mind. 

Mr. Smirn. Oh, I couldn’t deny that at all, sir. 

Senator O’Manonry. That is what you were driving at ? 

Mr. Smiru. Yes, sir. 

Senator O’Manoney. If you will send me that letter in which you 
will outline what you conceive to be the good practices for the avia- 
tion insurance industry, then we will see what you were driving at. 

Mr. Smirn. Right, sir. 

Senator O’Manoney. Thank you very much. 

Mr. McHven. Senator, I would like to offer for the record now an- 
other letter dated March 10, 1958, signed “Willie”’—that is Mr. W. D. 
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de Vlaming—addressed to Mr. Albert J. Smith. It was taken from 
the records of the United States Aviation Insurance Group. Do you 
recognize that as being a document that was sent to you, Mr. Smith? 


(The letter referred to may be found in the appendix on p. 366.) 
Mr. Smiru. March 10, 1958? 


Mr. McHuen. March 10, 1958: 


Dear AL: You have heard or will still hear from Langmead about the new 
hull agreement which has been accomplished between Lloyds underwriters and 
company underwriters and I enclose a copy of the preliminary draft. I have 
been in touch with Jennens and Langmead as to the questions in how far as a 
union we should inform the members of same. My thoughts go in two direc- 
tions, that is either to have him send a copy of the agreement, the wording of 
which will be definitely drawn up in a couple of days by the union, without any 
further comment, or ask Jennens and Murray-Stewart to send our members 
said copy in the name of the respective companies as participants in the agree- 
ment. You will remember that in my maiden speech at the banquet October last 
I expressed as my opinion that it is not appropriate for the union to interfere 
in underwriting matters, and I will want to avoid as much as possible that the 
insurance world would think that the union intended to do so. The question 
of the hull agreement can be discussed further at the committee meeting, which 
ean be fixed now that we know you will be in London. It was deemed useful 
in London that next week there will be a meeting between some Lloyds under- 
writers, Jennens, and me, to have a preliminary discussion re the new arrange- 
ment. 


Will you state again for the record, Mr. Smith, who Mr. Jennens 
was? 

Mr. Smirn. He is the manager of the British Aviation Insurance 
Co., and vice president of the union. 

Mr. McHveu. I believe I misread part of that: 


And to have a preliminary discussion re the new arrangements. 

The purpose of this letter is that I should very much appreciate it to have 
your first reaction. I do think it rather interesting that what we have been aim- 
ing at for years has suddenly materialized without any further contact with the 
other European markets. On the other hand, I think it a good sign and it might 
be a result of what you pointed out so clearly about the red figures and the 
reasons of same in Amsterdam. I take it that your market will probably 
cooperate with the lines of the agreement, as I gather that on the ground of 
your laws you cannot become part of same. I would like to ask you to let 
me have your first reaction by return, because then I will know your point of view 
when I am in London next week. May I take this opportunity to thank you 
for your letter of February 20 in which you promised to send me a copy of 
Dave Beebe’s book, Through 25 Years. It has not yet arrived, but I take it 
I shall receive it in 3 days. Please accept my heartiest thanks in advance. 

Do I understand you subsequently met in London with Mr. De 
Viaming and with Mr. Jennens and discussed the follow-the-lead 
agreement ? 

Mr. Smirn. Yes, sir. And the entire committee of the union, the 
underwriting committee. 

Mr. McHueu. You met with these two gentlemen and the entire 
underwriting committee of the union ? 

Mr.Smirn. Yes. 

Mr. McHucn. Mr. De Vlaming took the position here that he as- 
sumed you would cooperate in this agreement. Did you tell him that 
you would cooperate in this agreement ? 

Mr. Smiru. No,sir. Not tothe best of my recollection. 

Mr. McHvueu. What did you tell him? 

Mr. Smirn. We went all over my reply yesterday, you may recall, 
on this same subject. 
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Mr. McHvueu. That was your reply to him ? 

Mr. SmirxH. To whom? To Mr. De Vlaming? This was in the 
record yesterday. 

Mr. McHveu. I am now discussing the conference which you stated 
you had not only with Mr. De V laming but with Mr. Jennens and 
the other members of the underwriting group. 

Mr. Smirn. Your question is what, sir? 

Mr. McHvuen. What did you express was your attitude concern- 

ing the position the American companies would take on the follow-the- 
lead agreement ? 

Mr. Sairn. Mr. McHugh, to the best of my recollection, we pro- 
vided you with a copy of the minutes of that meeting. Perhaps you 
would like to read them. 

Mr. McHueu. No. I suggest that you tell the subcommittee now 
what you explained at that meeting was the attitude which would be 
taken by your group concerning the follow-the-lead agreement. 

Mr. Smiru. I would like to refresh my mind on the minutes, sir. 
Do you have a copy there? May I have it? I believe Mr. Braden- 
baugh has it. He is out of the room at the moment. 

Senator O’Manoney. While we are looking up the minutes, let 
me call your attention to the opening paragraph. This is the open- 
ing paragraph of “Willie’s” letter : 


You will have heard or will still hear from Langmead about the new hull 
agreement. 


That is capital “H” and capital “A”— 


which has been accomplished between Lloyds underwriters and company under- 
writers, and I enclose a copy of the preliminary draft. 

My comment is that, here, finally, we have a written agreement 
that has come out of the operations of the union. It is much more 
than an agreement around a cup of coffee. 


Then the second paragraph, this sentence, I think, may require a 
little explanation— 


I have been in touch with Jennens and Langmead as to the question in how 
far as union we should inform the members of same. 

Does he mean by that that he has been talking with Jennens or 
corresponding with Jennens and Langmead to clear up his mind 
as to the degree to which he should inform the members of the union, 
of which he was the secretar y, of the agreement which he was writing 
to you about regarding hulls? 

Mr. Smirn. My rec collection, Senator, is that he was sort of grab- 
bing at. gnats. The question was, Should the union, of itself, send 
copies of this agreement to all its members—and, of course, mark 
you, it was of great interest to all members—or should the Lloyds 
subscribers 

Senator O’Manonery. He doesn’t say “send”—he says “inform.” 

Mr. Smirn. Well, how do you inform except by mail, with people 
scattered over the world? 

Senator O’Manonry. When one uses the word “inform” in the con- 
text of this sentence, the clear implication of it is that he is wondering 
whether or not the fact that there has been such an agreement 
shall be kept a secret from the members of the union or just be the 
private property of the officers. 
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Mr. Smrru. No; that was not the intent, sir. May I clear it up 
with my reply on the point to Mr. De Vlaming? I said, “It would 
seem to me to matter little whether the joint subcommittee of the 
London Aviation Underwriters sends copies of the new agreement 
to each individual member of your union or whether the same-sub- 
committee, perhaps for their own convenience, authorize the general 
secretary of the union to send copies to all our members.” 

Senator O’Manoney. All right. 

Mr. Smrrxu. Notice I used the word “send.” I put no special em- 
phasis on his “inform.” 

T assume he means the same as I mean. 

Senator O’Manoney. That is a possible interpretation, because he 
goes on tosay: —“ 

My thoughts go on into two directions, vis, either to have them send a copy 
of the agreement, the wording of which will be definitely drawn up in a couple 
of days, by the union, without any further comment, or ask Jennens and Mur- 
ray-Stewart to send our members said copy in the name of their respective 
companies as participants in the agreement. 

The point which I wish to make particular reference to now is that 
the respective companies appear to be participants in a written agree- 
ment which deals with a common source of action. 

Mr. Smiru. Which companies do you refer to, sir? 

Senator O’Manoney. The same companies to which he refers—the 
members of the union. 

Mr. Havens. Or does it mean the two British companies? Doesn’t 
it mean the BAIC and the other company, Senator? I think he 
means—I think it is rather clumsily stated, but as I would read that 
sentence, if you don’t mind, I think he means suggesting that Jennens 
and this other man, as participants in the agreement, send copies to the 
members of the union. 

Senator O’Manoney (reading) : 


Ask Jennens and Murray-Stewart to send our members— 
“our members” being members of the union— 


said copy in the name of their respective companies as participants in the 
agreement. 

Mr. Havens. “Their respective companies” are the companies of 
Jennens and Murray-Stewart. And they are English companies. 

Senator O’Manoney. All right. But they are participants in an 
agreement. 

Mr. Havens. Oh, yes. 

Senator O’Manoney. Which is headed toward a common course of 
action. 

Mr. Havens. May I say this, Senator. I understood you to say a 
moment ago, in referring to this agreement—you said, “Now at last we 
have a written agreement, which is the product of the activities of the 
union.” Am I correct in that? 

Senator O’Manoney. You are correct. 

Mr. Havens. I think you are mistaken in regard to this agreement, 
because this is an agreement made solely among members of the 
British market. 

Senator O’Manoney. “The new hull agreement has been accom- 
plished between Lloyds underwriters and company underwriters.” 
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Mr. Havens. British company underwriters—not members of the 
union. 

Senator O’Manonry. Yes; that is true. 

Mr. Havens. I think the picture is this. Obviously an agreement 
made among British underwriters of this sort if naturally of enor- 
mous interest to all competitors in the British market, worldwide, 
and among others the members of the international union. So Mr. 
de Vlaming, as president of the union, is raising the question 
“Shouldn’t we inform our members”—competitors of this British 

market—about this thing, because obviously it is something of great 
interest. to them, “because the British market is the biggest factor in 
the aviation insurance market.” 

Senator O’Manoney. All of which, of course, is for the purpose of 
getting the reaction to it, and particularly the reaction of Mr. Smith. 

Mr. Smiru. Senator, I have found my copy of the minutes to reply 
to Mr. McHugh, if I may, on this subject. 

Mr. McHvenu. Excuse me, just a minute, Mr. Smith. 

Senator O’Manoney. I have been handed a copy of this letter from 
which you have just read, your letter of March 18, 1958, addressed _to 
Mr. W. DeVlaming, and on the second page of that letter we find a 
reference to this agreement. I wonder if you have a copy of this, 
Mr. Havens. 

Mr. Havens. Yes, sir. 

Senator O’Manonry. This is the language of Mr. Smith. 

The adoption of this agreement only confirms what I have been observing over 
the past several years; namely, that while each and every Lloyds underwriter 
would stoutly claim his complete independence in rating, et cetera, it would only 
be a matter of time until they would collectively find themselves working together 
for the common good. It seems evident to me, from the very brief scope of the 
final language, that the agreement was rushed into following many years of 
discussion at a psychological time when they had all the dissenters in a right 
frame of mind. I rather imagine that the committee on interpretations will 
find themselves very busy deciding questions not covered by the very brief terms 
of the signed agreement. Our own unique position, under our vast antitrust 
laws is, I am sure, well known by all members of the union, and by most, if not 


all, aviation underwriters in London. In view of such law, we cannot agree that 
we will follow the intent of the agreement. 


Now, listen to the next one. 


Whether we will in fact follow it is another matter. 





Of course the history of these common agreements in industry—and 
I am not referring now to the insurance industry —the common prac- 
tice has been to avoid signing written agreements, but to obtain the 
objectives of written agreements by stating sometimes the purposes in 
writing, but not signing them. Everybody reads them. 

You may be interested to know that Judge Hansen, the head of 
the Antitrust Division of the Department of Justice, testifying at 
this table earlier this week, when we were looking into the recent 
increase in the price of steel, discussed with the subcommittee whether 
or not the steel companies were not in fact using the trade press for 
the purpose of sending up trial balloons as to what the common course 
of action should be so that all of the competitors would know what 
one another was thinking, and then they would all follow the lead, 
without a written agreement. To adopt the language of this letter— 


In view of the antitrust laws, we cannot agree that we will follow the proposal 


contained in the trade press, but whether we will in fact follow it is another 
matter. 
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There is another sentence here— 


Certainly I think there is little likelihood of our cutting the London leads rate 
under ordinary circumstances, and we certainly look upon the agreement as one 
step that should improve underwriting results in what has been a wildcat market 
in London. 

This illustrates, Mr. Havens, Mr. Chambers, Mr. Smith, one of the 
basic issues in this matter of concentr ating economic power. Is it in 
the public interent for groups of competitors to take steps in the di- 
rection of raising rates and following the lead, and doing it by com- 
mon understanding without committing by signature to written agree- 
ments? Is that in the public interest? Is it in the interest of trade 
and commerce? Or would it be better to have these agreements done 
in public, before a Government authority, clothed with the public 
power to protect the public interest? That is all we are talking 
about, you know. 

Did you want tosay anything, Mr. Havens? 

Mr. Havens. Not at the moment, no. 

Senator O’Manoney. It isa quarter to4. You have a lot of docu- 
ments here. Do you want to put them in the record ? 

Mr. McHveu. I might suggest, Senator, in view of the shortness 
of time, and the other witnesses are waiting, that we dispense with 
any further examination on these documents, but that we have per- 
mission from the Chair to make these part of the appendix to these 
hearings. 

Senator O’Manonery. Have they been cleared with the witness? 

Mr. McHveu. These are all documents which have been turned 
over to us by Mr. Smith’s organization. 

Senator O’Manoney. If it can be understood that they are identi- 
fied, then I can clear that with Mr. Smith. 

Mr. Smirn. We took that position from the beginning, Senator, 
I think. 

Senator O’Manonry. I know you did. But I want you to know 
everything that is going to go into the appendix, I don’t want any- 
thing put in there “of which you do not have advance knowledge. 

Mr. Sari. Well, we probably are in a very peculiar position. We 
would have no reason to want to withhold anything from the record. 
But there are 

Senator O’Manonry. Again I must say to you you have been most 
cooperative and I thank you for it. 

Mr. Smirn. But there are certain elements in every business that 
are, shall we say, in the nature of trade secrets. I would not want to 
pick up the press tomorrow morning and see some details of our inner- 
most trade secrets revealed to the press. To give them to the com- 
mittee is one thing. But that would be the only reservation. As to 
the committee, none whatever, sir. 

Mr. Havens. Can we sit down with Mr. McHugh afterward and 
check the documents? Isn’t that the simplest way to do it? 

Senator O’Manoney. Thatisright. If there is any line to be drawn 
between documents which are for the committe alone and documents 
which are for the public record, you can draw them between your- 
selves. If you do not come to an agreement, then the committee will 
have to cut the Gordian knot. 

Mr. Havens. Can I ask my questions now ? 











TR 


st 


at 
to 


n- 
to 


1d 


. 


THE INSURANCE INDUSTRY 99 


Senator O’Manonry. Yes. 

Mr. Smirn. Excuse me, Mr. Havens. There is an unfinished ques- 
tion. Mr. McHugh asked my reaction to the discussions in London 
concerning this respect the lead agreement. I am reading from the 
official minutes of the LUAI: 


Mr. Smith expressed some diffidence in taking part in the discussion, since he 
could speak only for the USAIG, and whatever views there might be on the 
measures taken by other aviation insurance markets to safeguard the market 
from disaster, he emphasized that they in the United States could not subscribe 
to any form of agreement. He felt it was insufficiently realized abroad how 
strongly they are bound by their national laws relating to trusts. The United 
States marine insurers were in a privileged position under a special act of Con- 
gress. But, even so, American representatives at meetings of the Institute of 
Marine Insurance, had always drawn attention to the fact that in spite of the 
Federal act, they were still subject to certain restrictions. The USAIG had lost 
a considerable amount of American aviation business to markets overseas owing 
to excessive competition, but they had to accept that fact. He had serious 
doubts whether a strictly formal agreement would be workable, but he appre- 
ciated that the step taken by the London market would help to avoid the catas- 
trophic consequences of a continuation of the present gravely low level of rates. 
Mr. Smith agreed with the president that the union was unable constitution- 
ally to take part in such an agreement, and that the subject be reported to the 
annual general meeting as an item of information. This would not preclude 
the London market from soliciting the cooperation of individual members. But 
it should be made clear that the IUAI could not take part, either in this or in 
any other agreement, and he again emphasized that if there were ever any ques- 
tion of rating agreements within the union, the USAIG would have to recon- 
sider the question of membership. 


Senator O’Manonry. Mr. Smith, you have read that from the 
minutes ¢ 

Mr. Smirn. Yes, sir. 

Senator O’Manonry. The last sentence of the paragraph preceding 
the last paragraph that you read reads as follows: 

He— 
referring to Mr. Smith— 


had serious doubts whether a strictly formal agreement would be workable, but 
he appreciated that the step taken by the London market would help to avoid 
the catastrophic consequences of a continuation of the present gravely low 
level of rates. 


You will pardon me if I make these two quotations side by side, as it 
were. This is the sentence from the minutes: 


He had serious doubts whether a strictly formal agreement would be work- 
able, but he appreciated that the step taken by the London market would help 
to avoid the catastrophic consequences of the continuation of the present gravely 
low level of rates. 


From the letter of Mr. Smith, dated March 18, 1958, to “Dear 
Willie,” we find the language which I have already quoted from 
Mr. Smith: 


Our own position under our various antitrust laws, I am sure, is well known 
by all members of the union, and by most, if not all, aviation underwriters in 
London. In view of such laws, we cannot agree that we will follow the intent 
of the agreement. Whether we will, in fact, follow it is another matter. 
Certainly, I think, there is little likelihood of our cutting the London leads 
rates under ordinary circumstances, and we certainly look upon the agree- 
ment as one step that should improve underwriting the results in what has 
been a wildcat market. 
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I am not going to ask you a question about it, but I will make the 
comment that the 2 sentences, taken together, 1 from the minutes of 
the meeting and 1 from the letter signed by Mr. Smith, have all of the 
earmarks of an understanding, of a course of policy, to be followed 
without a written agreement. 

Mr. Smirn. Senator, you may have heard the expression of the 
fly as he walked across the mirror. He said, “That is one way of look- 
ing at it.” And I would like to say that we took no strong position. 
What we had in mind was that the London market did not go far 
enough in many instances. And, if we were able to do it, I would 
never have agreed to a modest 10-percent increase. Neither would I 
have agreed 

Senator O’Manonry. It was too modest ? 

Mr. Smirn. Beg pardon? 

Senator O’Manoney. It was too modest? 

Mr. Smiru. Too modest in many cases. Also, if we were in a 
position to do it, 1 would never bind myself, as I brought out yester- 
day, to refraining from competing with London to get back to the 
United States the business that they took away from us at cut rates, 
and let them, through out cooperation, get the rates up, on business 
that they have stolen. I want to say that that is my intent, not 
what might be construed by a sentence taken out of context. 

Senator O’Manoney. I think that your position has been made 
very clear, that your intent is very clear. You felt that this London 
market was demoralized. You felt that the 10-percent increase in 
rates was a modest one; it was not sufficient to correct the de- 
moralization. You felt that the increase should have been greater. 
You felt that the agreement was a step in the right direction, and 
all of that. 

I can understand how business leaders in any particular industry— 
not alone the insurance industry—should become a little bit annoyed 
at’ what is known as rate cutting. Congress has sometimes passed 
such laws as the fair-trade Jaws, and there is an agitation going on 
right now to induce this Congress 

Mr. Smitrn. And the NRA. 
Senator O’Manonry. To pass a new fair-trade law—in other 
words, to enable the manufacturers to fix the ceiling price. Such 
laws have not been very satisfactory. 

But the question which, as a member of this committee, and of other 
committees, I have striven to answer in the years I have been a member 
of the Senate, is this. Which is in the public interest, a system by which 
the leaders of the industry can gather and among themselves draft the 
regulations to carry on the commerce in which they are engaged, or 
must they be required to obey the Constitution of the United States and 
submit to regulation by the Congress of the United States, to which that 
power was given, without any restrictions at all by the Constitution 
in the first article of the Constitution? Which is better for the public? 
Having been a member of this body for over 20 years, I feel that 
public regulation, rather than private regulation, is the best for all 
concerned. 

And, again, I want to thank you for your contribution here. 

T will call on Mr. Havens now to ask such questions as come to his 
mind. 
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Mr. Havens. Thank you, Senator. 

Mr. Chambers, Mr. McHugh read into the record a letter written 
16 years ago, in 1942, by Mr. Beebe to Captain Lamplugh, then man- 
ager of the British Aviation Insurance Co., proposing that the United 
States Aviation Underwriters confine its operation to the western 
hemisphere, and BIAC confine its activities to the eastern hemisphere. 
I ask you: Was that proposal approved by your company ? 

Mr. Cuampers. It was not; no, sir. 

Mr. Havens. Did any agreement ever result from it? 

Mr. CHampers. No, sir. 

Mr. Havens. Has such or any similar proposal ever been made 
since ¢ 

Mr. Cuampers. No, sir. 

Mr. Havens. Have you ever made any agreement with anyone for 


coe your or their operations territory by class of business or 
otherwise 


Mr. CHampers. No, sir; we have not. 

Mr. Havens. Mr. Smith, has the IUAI ever adopted any rules, 
passed any resolutions, or otherwise taken any action fixing or af- 
fecting rates or rating procedures or underwriting rules or principles? 

Mr. Smirn. No. 

Mr. Havens. Mr. Chambers, except for the recent respect-the-lead 
agreement, and the reinsurance-on-individual-hulls agreement, re- 
cently entered into, by London underwriters, have European under- 
writers always, in your experience, competed vigorously among them- 
selves with American underwriters ? 

Mr. Cuampers. Yes, sir. 

Mr. Havens. Has there ever before, in your knowledge, been any 
agreement among any European underwriters similar to those two 
agreements ? 

Mr. Cuampers. I believe certain other segments of the Lloyd’s mar- 
ket have had comparable agreements. ‘These are the only two I have 
ever heard of in the aviation segment. 

Mr. Havens. Do you think those two agreements will last long? 

Mr. Cuampers. I have my doubts. 

Mr. Havens. Mr. Smith, to your knowledge, has there ever been 
anything in the nature of a European cartel in aviation insurance? 

Mr. Smirn. Never, and, to the contrary, I have never known of a 
business more competitive. 

Mr. Havens. Mr. Chambers, you testified yesterday that the pro- 
totype of the Boeing 707 was insured jointly by you, various London 
insurers, and several other American insurers. Why did you or any 
of those other insurers not quote on the whole job by yourselves? 

Mr. Cuampers. We did not have the capacity. 

Mr. Havens. Where do you do your principal foreign business, 


_Mr. Chambers? 


Mr. Cuampers. Well, directly in Canada, where we issue our poli- 
cies. We do a great deal of business by reinsurance in Latin Amer- 
ica, and some in Europe. 

Mr. Havens. Yesterday, when you said Canada, you were not re- 
ferring to direct business only, whereas in Latin America, because 
of their nationalistic laws, most of the business has to be handled in 
the form of reinsurance? 
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Mr. Cuampers. That is correct. 

Mr. Havens. And, including that business, South America is your 
principal foreign market ? 

Mr. Cuampers. Yes; Latin America—we write a far greater 
amount in Latin America by way of reinsurance than we do directly 
in Canada. 

Mr. Havens. Mr. Chambers, you started to enumerate yesterday 
the various classes of your business subject to rate regulation in all 
States. Will you please name them ? 

Mr. Cuampers. Personal accident, private liability, hangar keeper’s 
liability, airport liability, compensation insurance, contractual liabil- 
ity. They are completely controlled by State organizations. 

Mr. Havens. Mr. Smith, in order to obtain the capacity which you 
need to insure present-day planes, how many reinsurers have you 
found it necessary to have on your reinsured list ? 

Mr. Smrrn. At the moment, we have 156 separate underwriting 
organizations. 

Mr. Havens. And these reinsurers are located where ? 

Mr. Smirn. At London, in Sweden, Norway, Germany, Mexico, 
Canada, Switzerland, and domestic United States of America. 

Mr. Havens. Have you, in fact, Mr. Smith, followed the follow- 
the-lead agreement entered into in London ? 

Mr. Smiru. Not only we have not followed it. I have never given 
it any thought, beyond the fact that it did not go far enough in 
raising rates. 

Mr. Havens. In that same letter, referred to a few minutes ago, 
by the chairman, written by you to Mr. de Vlaming, you said some- 
thing to the effect that you would not consider cutting the rates 
quoted by the London lead. Would you tell me what you mean by 
that statement and why ? 

Mr. Smirn. Yes, it would hurt my pride, first of all. 

Mr. Havens. Why? You mean that the present rates of the Lon- 
don lead even with the 10 percent added are much too low for you to 
consider ? 

Mr. Smrru. That is correct. And I also have—perhaps it is not a 
very effective argument, but I would hate to find ourselves quoting a 
lower rate than London on a piece of American business. 

Mr. Havens. You referred from time to time in various of your 
letters, which have been put in evidence, and particularly in one letter, 
to possible agreements with the more conservative underwriters at 
London. Were you referring to legal agreements, or were you refer- 
ring to agreements in thinking ? 

Mr. Smirn. Agreements in thinking. 

Mr. Havens. As to how the business should be run, you mean ? 

Mr. Smriru. Yes, sir. 

Mr. Havens. I think that is all I have, Senator. 

Thank you very much. 

Senator O’Manonry. I have a document here which was submitted 
by the managers of USAIG to the members of the Hull Group B and 
Casualty Advisory Council. This, I am informed—Mr. McHugh 
will identify it later—-was prepared by Mr. Beebe. There is a para- 

aph in here, section 5 (c), which relates to the original letter which 

quoted yesterday in questioning the witnesses, and to which you 
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referred just a moment ago—that was Mr. Beebe’s letter—to show that 
no agreement was made. This is the subparagraph, section 5 (c): 

The results of this letter were far-reaching and most interesting. The British 
Aviation Insurance Co., whose chairman I believe is also the chairman of the 
North British and Mercantile Insurance Co., Ltd., immediately canceled all plans 
for the South American survey on any steps in relation to South America that 
did not met with our entire approval. The next development was a very pleasant 
visit, which I believe it is now in order for me to mention with Mr. E. R. Pulbrook, 
chairman of Lloyds, who made a hurried visit to Washington and New York on 
other matters. Mr. Pulbrook informed me that he had read my letter— 


this was the letter of complaint by Mr. Beebe— 


he had read my letter, as had the other principals of the committee of Lloyds, 
and that he concurred wholeheartedly in the views which I have expressed. 
Mr. Pulbrook took occasion to tell me of his knowledge of the standing of the 
USAIG with Lloyds as a whole and the high regard in which this office is held 
by all syndicates that have had any relationship with us. He wished to assure 
me that Lloyds had no part in this proposed survey for the development of post- 
war aviation insurance by Haywood which was strictly a BAIC plan. 

In other words, here is the testimony of Mr. Beebe that the com- 
plaint voiced in his letter immediately registered with Lloyds, and 
they were true. This was the letter, as I recall, in which Mr. Beebe 
used the word “prerogative,” as recognizing the prerogative of BAIC 
to deal in certain areas and USAIG in others. I think that ought to 
be in the record. 

(The document referred to may be found in the appendix on p. 320.) 

Mr. Peck. Mr. Chairman, if 1 may, due to the fact that the repre- 
sentatives of this company are going to sit down with Mr. McHugh 
and submit for the record certain nonconfidential portions of the 
documents which still remain unentered in the record, I wonder if it 
would be proper to allow Mr. Smith and his associates to submit a 
letter of explanation and description for any, let us say, controversial 
or ambiguous portions of these letters and to have that explanation 
likewise entered into the record, perhaps allowing them 10 days to 
2 weeks to submit it. 

Senator O’Manonry. Of course I have no objection whatsoever to 
any explanations that the witnesses may wish to make with respect 
to any of the documents. The documents will speak for themselves. 
But explanations are in order, of course. 

I want to make it just as clear as I can—I have done this over and 
over and over again, from the beginning of my studies during TNEC 
days—I have no desire to work up an antitrust case against anybody. 
I am not concerned about making punitive expeditions through the 
law courts; not at all. I would forgive, if I had the power, every 
violation of the antitrust laws, if I could find the way by which the 
leaders of commerce and industry and the ieaders of Government 
could sit down and write a rule of public order for the conduct of 
trade and commerce throughout the world in such a manner as to 
oe competition and free enterprise. That is all that I am 
ooking for in any of these studies. I am not looking for headlines. 
I am not looking for sensation. I am looking for a rule of order. 
because I believe deeply that unless we develop a rule of order, we 
are going to have a battle, an economic battle, with Soviet Russia, 
the gravity of which is not fully realized by our people. And I know 
that in business and industry there is the intelligence, the under- 
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——— and the patriotism that could accomplish this fact if only 
we could get away from the fear of prosecution. 

Do you have anything else to present ? 

Mr. McHueu. No; nothing further, Senator. 

— O’Manoney. Mr. McHugh, do you have any other witness 
to call? 

Mr. McHuen. Yes; we have other witnesses here, Senator, this 
afternoon. We may continue on with them tomorrow, if this session 
cannot be continued now. 

Senator O’Manoney. I could give you another hour. 

Mr. McHueu. We have Mr. Byron May, who has been called, who 
is an executive in Associated Aviation Underwriters. We had also 
called Mr. Wayne, an officer of the Aviation Insurance Rating 
Bureau. I am sure we won't be able to finish both of them, in any 
event—I am not sure we would finish either of them in that time. 

Senator O’Manonery. Mr. Chambers, Mr. Smith, and Mr. Havens, 
on behalf of the committee, I want to thank you for your testimony 
here today, and yesterday, particularly, for the complete responsive- 
ness of your answers to the questions which have been put to you. 
We are most grateful. I think your cooperation has been most 
beneficial. 

Mr. Havens. Thank you, Senator. 

Senator, you suggest that we could put in a final statement, com- 
menting upon the testimony, and so forth. How soon will that be 
necessary to put that in ? 

Senator O’Manoney. There is no particular hurry. We will keep 
this record open at least for a week. I do not think we will have 
adjourned by the end of the week. 

Will that be time enough ? 

Mr. Havens. I would like to read all of the testimony of the other 
witnesses before we prepare our statement. 

Senator O’Manoney. As you say—we will give you time. Before 
we close the record, you will have your opportunity. May I say that 
I would like to see your statement before it goes in the record. I 
might want to have some comment on it, too. 

Mr. Havens. Surely. September 1, say ? 

Senator O’Manoney. Time marches on very rapidly. 

Mr. Havens. That is, assuming you finish with the other witnesses 
by then. 

leahiey O’Manoney. I hope so. Unless something unforeseen 
transpires, and we will advise you of that, you will have until the Ist 
of September. 

Mr. Havens. Thank you. 

Senator O’Manoney. Will you call your next witness? 

Mr. McHvueu. The next witness is Mr. Byron B. May, the executive 
vice president of Associated Aviation Underwriters. 

We had also called Mr. William M. Churchill, who is connected with 
Mr. May in Associated Aviation Underwriters, but Mr. May has 
advised me it was not possible for Mr. Churchill to come down today. 
He understood he was not called at this time. I suggest we go ahead 
with Mr. May. If it develops at the end of the day that we want. 
Mr. Churchill’s testimony, we could ask to have him down either 
tomorrow or at some later date, and they have agreed to this. 
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Mr. May. Yes, sir. 
Mr. McHvueu. Mr. May, will you identify for the record your as- 
sociates with you here at the table. 


STATEMENT OF BYRON B. MAY, EXECUTIVE VICE PRESIDENT, 
ASSOCIATED AVIATION UNDERWRITERS, ACCOMPANIED BY 
PORTER CHANDLER AND JAMES THOMAS, OF DAVIS, POLK, SUN- 
DERLAND & KIENDL, NEW YORK CITY 


Mr. May. Yes, sir. This is Mr. Porter Chandler, a partner in the 
law firm of Davis, Polk, Sunderland & Kiendl, in New York City. 

Mr. Cuanpbter. And this is Mr. James Thomas, associated with the 
same firm. 

Mr. McHvueu. Will you state your name and title for the record? 

Mr. May. My name is Byron B. May. I am the executive vice 
president of the Associated Aviation Underwriters. 

Mr. McHueu. Will you explain what Associated Aviation Under- 
writers is, Mr. May ¢ 

Mr. May. Yes, sir. Associated Aviation Underwriters is not a 
company or a corporation or a partnership. It is purely a trade 
name and operates as the aviation department of the 40 insurance 
companies in the group. 

Mr. McHueu. These are 40 domestic insurance companies ? 

Mr. May. Domestic stock insurance companies. 

Mr. McHueu. You say that you operate as the aviation department 
for these member companies ? 

Mr. May. Yes, sir. 

Mr. McHueu. You are not incorporated ? 

Mr. May. Not incorporated ; no, sir. 

Mr. McHueu. Who are the managers of this group ? 

Mr. May. Two offices. The firm of Chubb & Son, in New York 
City, for 50 percent interest, and the Marine Office of America, of 
New York City, for the other 50 percent. 

Mr. McHvuexu. What do you mean, Mr. May, when you say, a 50- 
percent interest? That is a 50-percent interest in what? 

Mr. May. In the control and management of the organization. 
They created it jointly in 1929, and have continued. Our directors 
are one gentleman from each of those two organizations. 

Mr. McHvueu. To what extent do these two managers participate 
in the profits of Associated ? 

Mr. May. These two managers participate not at all. It is the 
companies which they have brought into our organization which par- 
ticipate in the expenses, in the losses, and the profits, if any, at agreed 
percentages for all three of those items. 

Mr. McHvuceu. What is the compensation, or how is the compensa- 
tion determined then, that the two managers receive for the services 
which they render this group ? 

Mr. May. That is by contract between each of those two managers 
and the companies, respective companies, that come to us through 
each. That is set forth in a contract. There is a separate contract for 
the Chubb & Son’s companies, and a separate contract for the MOA 
companies. For your records, you have copies of each. 
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Mr. McHvau. Senator, for the record, I would like to state that 
we have considerable information that has been turned over to us 
voluntarily by Mr. May and Associated Aviation Underwriters, in- 
cluding the two contracts which he has just referred to. These are 
rather voluminous. I would prefer not to take the time at this point 
to go into those documents, but I would like permission from the 
Chair to make these various documents, such documents as we deem 
appropriate, a part of the appendix that will be made part of the 
permanent record of these proceedings. 

Senator O’Manoney. Are these documents that you have received 
from Mr. May or his associates ? 

Mr. McHueu. These are documents which we have received from 
Mr. May. They were turned over to us by Associated. 

Mr. May. Or from Chubb & Son. 

Mr. Cuanpter. May I interject that, of course, we will agree with- 
out question to the authenticity of any documents supplied by Mr. 
May. I would like to make the same general reservations that Mr. 
Havens just made with respect to the preceding witness. I believe 
there may be some material in there that would be regarded as confi- 
dential business secrets, and there may be some question about whether 
any of them may need explanation. And if the same arrangement 
that the chairman made with the last witness 

Senator O’Manoney. You will have the same arrangement we had 
in the other case. 

Mr. Cuanpbter. Thank you, sir. 

Senator O’Manonry. We are acting now only to save time. I as- 
sume that Mr. McHugh may refer to some of these documents as we 
go ahead this afternoon. 

Mr. Cuanpter. Whatever way will expedite it is all right with us. 

Mr. McHven. Sir, there are at least two distinct aspects of Asso- 
ciated’s business that the committee will wish to explore in some 
detail. One is the general business written by Associated, which is 
similar to the business of USAIG, and concerning which we have 
already heard testimony. Another matter, which I think vossibly we 
could more profitably take up now, in view of the time limit, is the 
question of the air-trip or air-travel business engaged in by Asso- 
ciated. 

Mr. May, would you explain for the record just what is air-trip 
or air-travel insurance? 

Mr. May. Yes,sir. The basic component of that class of insurance 
is called airline trip accident insurance, and is a form of policy ye 
we pioneered in and originated. Briefly, the history goes back tc 
1938, when the airlines wished to have a form of protection of insur- 
ance available to their passengers which would Soap allel the coverage 
that railroad passengers had availble to them: $5,000 insurance for 

1 25-cent premium. AI] markets—this was before my day there, but 
I have heard it from many, sources and authoritatively, I believe— 
all insurance markets were approached to provide this type of insur- 
ance, and none were willing to write it. 

Our office had a material stake in the insurance of the airlines them 
selves, and we were the only ones who agreed to go ahead and provide 
this coverage. At that time, the DC-3 was carrying 21 passengers; 
the maximum exposure was $65,000—was $55, 000--I don’t. know 
whether I am going into too much detail. 
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Mr. McHveu. Go right ahead. Will you fix the date, again 

lease ? 

Mr. May. Yes; that was January 1, 1938, that we started these 

olicies. Incidentally, at that time they were sold through the air- 
oe transportation ticket offices. 

Again, this was a facility for the public to show that it was just as 
safe to fly as it was to go by rail. 

When we started out, the policy was a very limited one. It covered 
only 4 hours of air travel, which at that time we felt was comparable 
to a day’s trip in the train, : and that is what the 25 cents on the train 
travel would cover. 

So, it was quite in order to limit it to that extent, particularly as no 
other insurance market would even think of writing it. 

We asked the airlines to guarantee us for this speculative venture 
we were going into, which no one else would do, a minimum annual 
premium of $50,000, so that, if 1 shipload of passengers crashed and 
they were all killed and had all bought our policies, we would at least 
have an annual premium volume of $50 ,000. 

Mr. McHuau. $50,000 from a particular airline, or from all the 
airlines 

Mr. May. No, sir; this was from the Air Transport Association, 
representing the respective airlines with whom we were dealing, and 
who put the proposition up to us. 

Mr. McHueu. May I ask you, Mr. May, do all of the members of 
your hull and casualty section participate in your air-travel business? 

Mr. May. No, sir. Prior to the application of the multiple-line law, 
which allowed fire and marine companies to go into the casualty field, 
this was underwritten only by the casualty companies. That, I be- 
lieve, was around 1948. 

Mr. McHueu. What is the situation today ? 

Mr. May. Today they share—all of the companies share in accord- 
ance with the same percentage that they have of all our business. 

Mr. McHueu. How long did this agreement go on that you had with 
Air Transport Association on the minimum guaranty ? 

Mr. May. There were a lot of dev elopments. The minimum guar- 
anty, I think, went—they never had to respond under that. I think 
the first year we took in something like $51,000. That was the total 
volume of premium. So that, obviously, being over the $50,000 guar- 
anty, nothing was needed to be paid. Therefore, at that time it 
became academic—the volume of passengers being carried increased ; 
the volume of sales of this 25-cent policy ine reased. 

Mr. McHvuen. Can you give us some idea of the volume of sales 
in the early days ? 

Mr. May. Well, I mentioned the first year I believe was $51,000 in 
premium. 

Mr. McHveu. Can you give us an approximation of the total air 
trip sales today ? 

Mr. May. Well, I have heard the figure of $10 million. I believe 
that was in the Senator’s opening remarks here. We have no access 
to our competitors’ figures. I only know our own, for sure. 

Mr. McHvueu. Will you tell us what the total air trip business that 
Associated does at the present time—for last year ? 
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Mr. May. I have the latest 12 months, which, of course, is trade 
information that I would prefer not to give. But I would say—— 

Mr. McHveu. Can you give us then your figures for 1957? 

Mr. May. We have slightly less—considerably less than 50 percent 
of the business, going by estimates of what the others have. 

Mr. McHveu. You say that the rate that was originally fixed was 
roughly comparable to the rate for railroad insurance ‘ 

Mr. aie. Travel by train; yes, sir. 

Mr. McHveun. How long did that rate, 25 cents for $5,000, continue 
in effect ¢ 

Mr. May. Well, the coverage under the policy, which was increased 
greatly, which in effect, I know you will agree, is the same thing as 
a reduction in rate—— 

Mr. McHveu. I understand that. It obviously has to be taken into 
account. And you can address yourself to that later. I wonder if 
you would tell us right now at what time the actual premium cost 
to the purchaser changed ¢ 

Mr. May. It isstill 25 cents, but for more insurance. 

Mr. McHveu. When did you first increase the amount of coverage? 

Mr. May. We have had 7 or 8 different increases in coverage, a 
record of which has been supplied to your committee. And I couldn’t 
tell you the exact first one. I have not memorized all those changes. 
They have been intricate and complex. But in every case it was a one- 
way street. It was improvement for the traveling public, broadening 
of the geographic limits, the 4 hours stepped up to—— 

Mr. McHveu. Can you tell us what changes there have been in the 
amount of insurance ? 

Mr. May. From $5,000 to $6,250 for the same quarter. 

Mr. McHveu. Is that the existing rate for that premium ? 

Mr. May. Yes, sir; that is correct. 

Senator O’Manoney. You mean for the same quarter? 

Mr. May. It is the same size coin; yes, sir. 

Mr. Cuanpter. Senator, perhaps Mr. May could explain what addi- 
tional coverage has been gotten now for the same two bits. It has 
gone up from $5,000 to $6,250, but there are a great many other things 
it covers now that it didn’t cover originally. 

Senator O’Maunonry. I have personal knowledge of some of them, 
because I have spent my quarter on many trips, both for $5,000 and 
for $6,250, and sometimes for multiples thereof. 

Mr. Cuanpter. Perhaps Mr. May could explain just a few of the 
things he now has in sales where the coverage has been increased ? 

Mr. May. From this little segment here, it broadened to the whole 
width of the table. The 4 hours was stretched up to 12 hours. It 
used to be 50 cents instead of 25 cents to go transcontinental. That 
was swallowed for the 25 cents. The 50 cents was reduced to 25. The 
roundtrip—if the passenger bought round-trip transportation, the 
return trip back to the point of origin was then covered free of charge. 
If he made what was called an open-jaw trip, starting at the point 
of origin and making 7, 8, or 10 different stops around the country, 
and had bought his transportation ticket at the start to make that 
route, that was covered. Then we increased it to the return trip 
being made within 30 days. It is now a requirement that the return 
trip be made within 12 months. The geographic limits were ex- 
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tended to include Canada, Mexico, Alaska, Hawaii, and further, on 
another occasion, it was extended to include Bermuda, the Bahamas, 
and again another extension, all of the West Indies, Central America, 
and the north coast of South America, for the same two-bit piece. 

That represents, in essence, the enlargements from that little first 
step in pioneering and creating a new form of insurance, which 
nobody else would do. 

Mr. McHveu. Does anyone else share in the profits of Associated’s 
air travel insurance business ? 

Mr. May. Yes, sir; as time went on, the airline employees found it 
was taking too much of their time to fill out these policies by hand for 
passengers who wanted to buy it. They asked us if we could not 
develop a machine to sell the policies mechanically, and relieve their 
employees of this additional labor. In 1946 or 1948, I believe it was, 
we contacted the owner of a vending machine which could be adapted 
to this very use, and it was either of those two years—I believe 1946— 
that we started, first started using the machines in the airline terminal 
in New York. That business has grown materially. The machine 
has been improved from time to time. The present owners of the 
machine—we do not own them, the machines that we use—— 

Mr. McHvuen. Who owns the machines ? 

Mr. May. It is an organization called Life Companies, Inc., of 
Richmond, Va. They obviously have to be paid for the use of their 
machines. 

Mr. McHucu. What type of an organization is Life Companies, 
Inc. ? 

Mr. May. Well, I won’t call it an investment trust. It is a holder 
of 3—an owner of 3 life insurance companies. 

Mr. McHven. It is a holder of three life insurance companies? 

Mr. May. I think an owner. I am not too sure about that. The 
Lamar Life of Jackson, Miss., and two others. 

Mr. McHvueu. Are they manufacturers of these machines? 

Mr. May. They bought these machines from the Skyland Life Insur- 
ance Company of North Carolina, and became the owners. All we 
were interested in was dealing with the owners to have those machines 
available for use. You asked if anybody else shared in the profit— 
that is why I am going through all this—because we had to arrive 
at some fair rental value for the machines. And we agreed mutually 
on the setting up of what was called in our office the air-travel depart- 
ment, which would handle the sale of five different types of policies, 
but primarily these airline trip accident policies. And that being 
set up with a fence around it, that department, we agreed with the 
owners of the machines that we would pay them, as a rental charge, 
50 percent of the net profit. 'That is, net as to expenses, and to losses. 
So to a degree, they do share in the profits of that business. 

Mr. McHveu. They share in 50 percent of the net profits on the 
air-travel business of Associated Aviation Underwriters? 

Mr. May. Yes, sir, that is correct. 

Senator O’Manontry. I take it, it is from that amount of business 
that. is done by the machine in the particular location ? 

Mr. May. We have gone further, Senator, and during—this busi- 
ness seems to change very rapidly from week to week. Back in 1952 
we started selling these policies by counters, operated by local agents 
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of ours. And that seemed to be much better because they could pro- 
vide change, they could provide a stamp. It seemed to appeal to the 
public. It caughton. We have nearly 100 such counters around the 
country now. They in turn played down the machines. If the coun- 
ter was not there the patron would go to the machine. So it seemed 
only fair to throw the counter premiums into the air-travel depart- 
ment. 

Senator O’Manonry. My point was that I assumed the measure of 
the sharing is the amount of business done by the particular machines 
or the particular counters ? 

Mr. May. Yes, sir; that is right. 

Senator O’Manonry. Or both together ? 

Mr. May. Together. 

Senator O’Manoney. We will take a 10-minute recess. 

( At this point a short recess was taken. ) 

Senator O’Manoney. All right, gentlemen. 

Mr. McHvuen. Mr. May, I understand you to say that Life Com- 
panies, Inc., now owns all the machines which are used by you? 

Mr. May. Yes, sir. 

Mr. McHueu. And I also understood your testimony to be that this 
company shares in 50 percent of the profits of Associated on all its 
air-trip business, both counter and machine? 

Mr. May. Yes, sir. 

Mr. McHueu. Why was it decided to permit them to participate in 
the profits from your counter business ? 

Mr. May. We thought the overall program would be cheaper to use 
than paying them a set percentage of the premium income, which we 
had been doing prior to October 1, 1954. 

Mr. McHueu. What was the percentage which you had been pay- 
ing to them prior to that time ? 

Mr. May. I believe it varied, but just prior to that it was 30 per- 
cent—this is to the owners of the machine, which was not the Life 
Companies, Inc., at that time—plus.71% percent. 

Mr. McHueu. Would you tell us who tnat was at that time? 

Mr. May. Well, it was either Independence Life—these machines 
have been owned by several people—it was the Independence Life, or 
it was Insurograph, which sold the machines to Independence Life. 
Independence subsequently changed its name to Skyland. 

Mr. McHveu. Can you tell us who the owners of Life Companies, 
Ine., are ? 

Mr. May. Well, it is an over-the-counter stock. 

Mr. McHveu. Do you know who has the controlling stock? 

Mr. May. I don’t know who has control, but I know that the 
Murchison interests of Dallas, Tex., have a considerable holding. 

Mr. McHvuen. Do any of the insurance companies making up 
Associated, in either your hull or casualty section, have any interest 
in that company ? 

Mr. May. I don’t believe that they hold any of that stock in their 
portfolio; no, sir. I know of none, nor anyone associated with us in 
any way, holding a single share of Life Companies, Inc., stock. I 
have thought personally of buying some, because I heard it is very 
good, but I don’t have a share. 

Mr. Cuannter. If I could interrupt, I don’t think the witness 
finished his previous answer. He said before 1954 the compensation 
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was 3314 percent—30 percent, plus 7144 percent. And then you 
stopped. 

Mr. May. Of the profits. 

Mr. McHvueu. How did it work out with the 50-percent basis upon 
which you had been operating since 1954 ? 

Mr. May. Well, I fave the figures right at my fingertips. In fact 
I have them written down. The air travel department started Octo- 
ber 1, 1954, and we have our figures, our booked figures, through June 
30, 1958. That is a total, a really representative long period, of 4 
years, less 4 months. During that time, the premiums of the depart- 
ment were slightly in excess of $13 million, and the net profit to our 
companies is $707,000. Our biggest single loss on policies issued by 
that department, or handled through that department was the April 
21 crash of the United Air Line plane which was struck in midair by 
that jet over Nevada 

Mr. McHueu. April 21 of this year? 

Mr. May. April 21, 1958. And that plane took off from Los 
Angeles at a very early hour, and we were hopeful that people might 
not have bought too much of this insurance. But we found we had 
$681,000 of death claims on that plane for which we got a total 
premium, gross premium, of $27.25. That $681,000 loss, our com- 
panies in 4 years, minus 3 months, have made a net profit of $707,000. 

Mr. McHveun. Mr. May, do you have figures which you have filed 
with the Company Service Corp. indicating the loss ratio of Associ- 
ated on your personal accident insurance ? 

Mr. May. I brought no papers with me. 

Mr. Tromas. I think we have a copy of that, Mr. McHugh. 

Mr. McHven. I would like to read now into the record from a 
hotostat of several schedules which have been made available to us 
y Mr. May and Associated Aviation Underwriters, which reflect the 

policy year experience to December 31, 1957. 

Mr. CHANDLER. Just a minute, please. 

Mr. May. That is public information. The trade press prints 
those—not the individual. That we were hoping could be treated con- 
fidentially. They only have the aggregate of all companies reporting 
to New York State. 

Mr. McHven. If you can tell us what the loss ratio of Associated 
has been for the period 1953 through 1957, on your air-travel business, 
it might not be necessary to put this in the record. 

Mr. May. Well, from October 1, 1954—let’s see—I mentioned $707,- 
000 profit to our companies on a $13 million business. I can figure 
that out easily for you. That is 514 percent profit. 

Mr. McHvueu. I am asking you if you can tell us what your loss 
bm is for a consolidated period. These are figures which you have 

ed. 

Mr. May. Yes, sir. These are not figures which we filed. This is 
only the air-travel department. 

Mr. McHven. Only air travel? 

Mr. May. You see, that is not filed individually. We have an 
accident business in our own office, in addition to the air-travel de- 
partment. 

Mr. McHueu. May I ask you this, Mr. May. In information 
which you have filed with Company Service Corp. in schedule No. 
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3 you list an item entitled “Personal Accident, Individual and Group.” 
It is under schedule No. 3, entitled “Miscellaneous Aviation Cov- 
erage.” Does that include your air-travel business ? 

r. May. I believe it does. Iam not too sure. 

Mr. Tuomas. We have it for 1956. 

Mr. May. From the size of that premium, that is correct sir. 

Mr. McHueu. I direct your attention to the fact that this indicates 
that for the 5-year period, 1953 through 1957, the loss ratio was shown 
as 25.8 percent. 

Mr. May. Well, I have here through 1956, 26.6, so your figure I am 
sure is correct. But may I point out this does not include expenses. 
These are premiums versus losses. It is the loss ratio only. 

Mr. McHveun. Isn’t that the way loss ratio figures are shown? 

Mr. May. For losses only. But to get the number of net dollars, 
which is the net result of the enterprise, you must take off expenses— 
we pay premium taxes, for example, of 214 percent, on all premiums. 
That is not shown in a loss ratio. 

Mr. McHvueu. It does show allocated claim expenses ? 

Mr. May. That is right. Claim expense only. But the processing 
of the business, the acquisition of the—— 

Mr. McHueu. But isn’t it true, Mr. May, this is the standard 
method in determining what the loss ratio is? It is the percentage 
which your incurred loss, including allocated claim expenses, bears 
to your net written premiums ? 

Mr. May. If you are interested in loss ratio alone, that is quite cor- 
rect, Mr. McHugh. But you will find that the Commissioners’ Con- 
vention statement, of course, takes in expenses. That would be highly 
misleading, to omit them. 

Mr. McHveu. I amspeaking of loss ratio alone. 

Mr. May. Right. 

Mr. McHueu. This is the same figure, a comparable loss ratio fig- 
ure, which is used for all other branches of the insurance business, 
is it not ? 

Mr. May. For loss ratio, but not profit ratio. 

Mr. McHvueu. Right, speaking only of loss ratio? 

Mr. May. That is correct. 

Mr. Makivon: I wonder if you would explain precisely what a loss 
ratio is? 

Mr. May. Well, that is the percentage that losses are of gross writ- 
ten premiums. 

r. McHveun. Including your expenses for claim adjustment ? 

Mr. May. If we take in $100 and pay out in losses $25, it produces 
a 25 percent loss ratio. 

Mr. McHveu. This shows that the loss ratio was 25.8 percent, 
which means that approximately 75 cents out of every dollar did not 
go for the payment of losses ? 

Mr. May. That is correct. 

Mr. McHveu. That 75 cents that is passing through the hands of 
Associated for the purpose of servicing your insured ? 

Mr. May. Correct—buying policies, paying premium taxes, paying 
salaries, and various other things. 

Mr. McHveu. It also includes commissions, I assume? 

Mr. May. Acquisition cost is definitely in there, yes. 
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Mr. McHvueu. Mr. May, this loss ratio for your air-trip business— 
how would that compare with your loss ratio for the remainder—let 
me say this—for your total business ? 

Mr. May. I think I could get for you, for tomorrow, our actual 
loss ratio on the air-travel department. That I don’t have—our loss 
ratio—air-travel department. 

Mr. McHueu. Isn’t this your actual loss ratio for your air-travel 
business ? 

Mr. May. No,sir. This isthe personal accident business. 

Mr. McHveu. I asked you if that category was not your air-travel 
business ? 

Mr. May. No, sir, I am sorry. I thought you asked isn’t the air- 
travel department’s premium and losses in there, and I answered yes. 

Mr. McHuau. What else is in there? 

Mr. May. We have a regular accident business and accident depart- 
ment of Associated Aviation Underwriters, servicing the agents of 
all our member companies. We write group policies, which we do not 
write in the air-travel department. We write all kinds of other poli- 
cies for individuals. If, for example, with the traveling you do, you 
would like to have a policy, and you asked me to bind it for you now, 
and send the policy in, that would not go through the air-travel 
department. 

r. McHuen. Mr. May, isn’t it a fact that of the personal accident 
business listed here, your air-travel or air-trip business is almost 95 
percent ¢ 

Mr. May. That I am not sure of. It is the lion’s share, without 
doubt. But what percentage would be purely a guess. 

Mr. McHvueu. Would you say it is in excess of 90 percent? 

Mr. May. We write quite a bit of it. Let’s see. I would think, in 
that area, 90 percent. Possibly a little less. This is a guess. 

(Mr. May subsequently reported that the figure in 1957 was 84 
percent. ) 

Mr. McHven. Would you think the consolidated loss ratio for the 
5-year period of 25.8 percent on the figures listed under the heading 
“Personal accident” is a close approximation of a loss ratio for your 
air-travel business ? 

Mr. May. For the period in question, yes, sir. But if you figure— 
this thing can turn eae day to night so quickly. During the first 
3 months of this year, for example, our losses in the air-travel 
department 

Mr. McHven. This is for 1958 you are speaking now? 

Mr. May. 1958, which is not in these figures. But just to give you 
a view of how this thing can whip around, during the first 3 months 
of the current year our losses in the air-travel department totaled 
$27,515. But in the fourth month of this year, namely, April, in 
that 1 month alone, the air-travel department had losses totaling 
$1,081,000. 

Mr. McHvueu. This is a result of these crashes you have just 
described ? 

_Mr. May. Yes, sir. But it shows how the picture can change. Pos- 
sibly, while we are talking here, when we look at a paper tonight, 
we may find that $707,000 I mentioned has gone down the drain. 
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Mr. McHven. That is the reason to attempt to get some repre- 
sentative picture of what is your operating loss ratio. We thought 
it would be preferable to examine a 5-year period, rather than to 
single out any given year. 

Mr. May. Yes. 

Mr. McHven. Isn’t it a fact, Mr. May, that this loss ratio that is 
spoken of here, 25.8 percent, as being the approximate equivalent of 
the loss ratio in your air-travel business, is considerably lower than 
your overall loss ratio, your total business ? 

Mr. May. The figures will show, sir. I don’t have them. My 
guess would be yes. I think some classes might run even better. 
But many of the big classes would run much worse. 

Mr. McHveu. I am speaking in relation to the loss ratio on the 
total business written by Associated. 

Mr. May. I believe you are right, although you have it right in your 
hand there, dont’? you? Doesn’t it give the totals at the bottom ? 

Mr. McHvuen. They are broken down for various categories. They 
are not consolidated. 

Mr. May. Thatis right; ves. 

Mr. McHven. Do you know whether or not your total loss ratio 
for all of your business would be in excess of 50 percent ? 

Mr. May. Again, that fluctuates greatly. I could get you the 
exact answer tothat. Ijust don’t know. 

Mr. McHvuen. We have these figures showing your loss ratio for 
this 5-year period on your air-travel business. Would you say that 
this reflects pretty accurately the loss ratio on your air-travel busi- 
ness since you have been in business ? 

Mr. May. Well, this is only a 5-year period. We have been in this 
business since 1938. 

Mr. McHvuen. Yes. I want to know whether or not you think 

Mr May. There were years in there where it was touch and go 
whether we could stay in that business, it was so bad. I mentioned 
before that we were the only ones that would take the gamble, and 
it was not paying off, but we still stayed in it. In those days, how- 
ever, the volume of premium was low, the number of air travelers 
was low, and perhaps that would have very little influence on the 
overall picture, which is what you are asking. 

Mr. McHvueu. Wouldn’t you consider that a loss ratio that is 25 
cents out of every dollar of premium being paid out for actual loss 
would reflect a fairly profitable position for the insurer? 

Mr. May. I would say it was most excellent. 

Mr. McHven. Of the 75 cents of each dollar that goes for operating 
or handling charges, approximately how much would go for rentals 
to airports? 

Mr. May. Well, perhaps to give you the picture better, Mr. McHugh, 
I can say that the expenses of the air-travel department in toto are 
about 61 percent. 

Mr. McHueu. Sixty-one percent of what ? 

Mr. May. Sixty-one cents out of each dollar. 

Mr. McHven. Goes for expenses ? 

Mr. May. Right. 

Mr. McHvueu. How much of that is rental expense? Does that 
include commissions ? 
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Mr. May. Twenty-five percent to the agents. 

Mr. McHvueu. Twenty-five percent to “the agents. And the balance, 
then, is rentals ? 

Mr. May. Oh, no, sir. We have a list as long as your arm of 
expenses. 

Mr. McHueu. Give me the percentage, approximately, of the 
rentals. 

Mr. May. Youare talking about space rentals to airports ? 

Mr. McHveu. Yes. 

Mr. May. During the nearly 4-year period, less the 3 months, it 
amounts to 17 percent—17.38 percent. That is for nearly 4 years less 
8 months. But for the most recent 12 months period, ending June 30, 
1958, space rentals were 20.37 percent of the premiums for that same 
period. 

Mr. McHvueu. That is of the total premiums, the rentals were 
approximately 20 percent ? 

Mr. May. Yes. So that you have 20 and 25 adds up to 45 of the 
61. Then you have the servicing of the machines, the premium tax, 
the printing, telephone, telegraph, various items. 

Mr. McHueu. In connection with any existing contracts Associated 
has with any airports for the current year, have’ your rentals exceeded 
the total amount of revenue received for this year ¢ 

Mr. May. No, sir, or at any time in the past. We would be out of 
that airport—we would never bid that high. 

Mr. McHueu. For the current year, ‘have any of your rentals been 
as high as 50 percent of the gross revenue from any given airport? 

Mr. May. It would be most unusual, but the answer, I think, should 
be “Yes,” in maybe two instances. 

Mr. McHueu. Will you tell us what they are ? 

Mr. May. I was picking two at random. One, I believe was Cin- 
cinnati, and I think we just lost that. 

Mr. McHvueu. Tell us when this contract was entered into. This 
was the Cincinnati Municipal Airport ? 

Mr. May. Yes. 

Mr. McHvueu. When was that contract entered into ? 

Mr. May. Many years ago. 

Mr. McHveu. Has it been renewed ? 

Mr. May. The reason I say—I am trying to get at the principle of 
thething. Ican get for you the exact figures on any individual airport 

ouwish. I don’t have them with me, and I am not familiar with that. 

3ut the reason why we might be at 50 percent, which would be hard 
to justify for our companies who are interested in what we are doing 
with their funds, would be that we anticipate about a 15-percent 
growth in traffic each year, and we take the average number of peo- 
ple who buy this insurance, who are passing through that airport, or 
embarking at that airport, and with that growth, anticipated g erowth 
in traffic, these contracts for space locations might run 3 to 5 years— 
you w ould try to get an average over that span of years, the number 
of people you anticipate g going through, and the segment of that antici- 
pated total who will buy our insurance. And the first year of the 
5 you might be paying as much as 50 percent—we might be. Others 
might be paying more, whereas at the end of the 5 years we might 
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only be paying 10 percent, if that has grown the way we anticipated. 
That: would be the justification for it. 

Senator O’Manoney. Mr. May, we are running beyond 5 o’clock. 
I have a little business that I must do on the Rice of the Senate 
before the Senate adjourns. So if you will be good enough to return 
tomorrow morning at 10 o’clock, we will proceed. 

Mr. May. Same place, sir ? 

Senator O’Manoney. Yes; the same place. 

We now stand adjourned. 

(Whereupon, at 5:10 p. m., the hearing was recessed, to reconvene 
at 10 a.m. Friday, August 8, 1958.) 
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Aviation Insurance 


FRIDAY, AUGUST 8, 1958 


Untrep SraTes SENATE, 
SUBCOMMITTEE ON ANTITRUST AND Monopoiy 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 
The subcommittee met, pursuant to notice, at 10:30 a. m., in room 
457 Senate Office Building, Senator Joseph C. O'Mahoney, presiding. 

Present: Senators Kefauver (chairman) and O’ Mahoney. 

Also present: Donald P. McHugh, counsel; Gareth M. Neville, 
assistant counsel ; Louis Rosenman, attorney ; Wilbur D. Sparks, attor- 
ney; Peter N. C humbris, counsel for the minority ; Theodore T. Peck, 
counsel to Senator Dirksen ; and Charlie Bolton-Smith, counsel to 
Senator Wiley. 

Senator O’Manonry. Mr. McHugh, are you ready to proceed this 
morning ¢ 

Mr. McHueun. Yes, Senator. 

The first witness called this morning at your suggestion is Mr. 
George Stewart of Stewart, Smith & Co., since Mr. Stewart appar- 
ently has testimony bearing upon the issues that were testified to 
yesterday by USAIG. 

Senator O’Manonry. Have you had an opportunity to explain to 
Mr. May the transfer of witnesses ? 

Mr. McHveu. I explained it just briefly to Mr. May’s attorney, 
Mr. Chandler. 

Senator O’Mauoney. Please be seated, sir. 

Mr. McHveu. Will you state your name and address for the record, 
please ? 


STATEMENT OF GEORGE JAMES STEWART, PRESIDENT, STEWART, 
SMITH & CO. 


Mr. Stewart. George James Stewart, 79 East 79th Street, New 
York. 

Mr. McHueu. What business are you in, Mr. Stewart ? 

Mr. Stewart. I am an insurance broker. 

Mr. McHueu. You appear here today in response to a subpena 
served upon you by this asian ittee ? 

Mr. Stewart. Yes, sir. 

Mr. McHvueu. How long have you been in the insurance business, 
Mr. Stewart? 

Mr. Stewart. For more than 40 years. 

117 
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Mr. McHueu. When did you first get into the aviation insurance 
business ? 

Mr. Stewart. I would estimate about 1935. 

Mr. McHvueu. Were you born in this country ? 

Mr. Stewart. No; I was born in London, England. 

Mr. McHvuen. When did you come to the United States? 

Mr. Stewart. I came here to live in 1949. Iam sorry; 1947. 

Mr. McHveu. Will you explain for the subcommittee the circum- 
stances under which you first entered the aviation insurance business 
in the United States? 

Mr. Stewart. Well, I think it started out by being requested to 
place a reinsurance treaty for a small group who were operating in 
New York under the management of the Aviation Agency Corp. 
Later, I made a proposal to the stockholders of that group that I 
would join with them in an endeavor to strengthen the group up so 
that they would become a competitive force in this country. 

Mr. McHvueu. What did that group consist of at that time, Mr. 
Stewart ? 

Mr. Stewart. At the time when I first negotiated, it was comprised 
of the American Fidelity Fire Insurance Co. and the American Fidel- 
ity & Casualty Insurance Co. 

‘Mr. McHven. Immediately previous to your becoming associated 
with this group, can you tell the subcommittee what “pools were 
operating in the aviation insurance industry ? 

Mr. Srewart. Well, of a major nature, there may have been some 
smaller ones of which I am not too well aware; it would be the 
USAIG and the Associated; the Aero—I will call them the previous 
Aero—at that time ceased todo business. 

Mr. McHvuen. You say they had ceased to do business? 

Mr. Srewarr. They had ceased to do business; yes. 

Mr. McHver:. Do you know as of about when? 

Mr. Srewarr. Well, I would think it would be 1947, would be the 
approximate date, and they were not actively operating at the time 
when we took our interest in the new group. I am sorry; I shouldn't 
call them a new group. In the Aviation Agency Corp. we subse- 
quently adopted the name of Aero Associates in order to establish 
some sort of continuity of name in the group which had then just 
previously gone out of business. 

Mr. McHuen. So this is a successor organization to the original 
Aero group ? 

Mr. Stewart. Not by any stockholding. Purely by name. 

Mr. McHueu. Were there any further connections between the two 
groups other than the name—any taking over of employees, for 
instance ? 

Mr. Stewart. Yes. We took over Donald Murray Stewart, who 
was previously the underwriter, and we subsequently took over other 
employees who had previously been with the original Aero group. 

Mr. McHven. As of what time did you actually adopt the name, 
Aero Associates, for this group ? 

Mr. Stewart. That was July 1,1949. 

Mr. McHuen. As of July 1, "1949, when you assumed the name, 
Aero Associates; will you tell the subcommittee the exact composition 
of that group ? 
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Mr. Stewart. There were only two companies in the group. One 
was the American Fidelity & Casualty Co. and the other was the 
American Fidelity Fire Insurance Co. 

Mr. McHvueu. Did the membership in that group change from that 
time? 

Mr. Srewart. In January 1950, the Eagle Star Insurance Co. 
joined the group. 

Mr. McHvuen. Were there any additions to the group? 

Mr. Stewart. Not until August 1954, when the Zurich Insurance 
Co. joined the group. 

Mr. McHvsen. Previous to the time Zurich joined the group, will 
you describe for us exactly who owns what interest in Aero Associates? 

Mr. Srewart. Yes. Fifty percent of the interest was owned by 
Stewart, Smith & Co.; that is 

Mr. McHveun. Stewart, Smith & Co. is—— 

Mr. Srewarrt. That is the company of which I am the president; 
that is my company. 

Mr. McHveu. Where is that company located ? 

Mr. Stewart. In New York City. 

Mr. McHven. That isa corporation ? 

Mr. Stewart. Yes. 

Mr. McHveu. You are the principal or the sole stockholder ? 

Mr. Stewart. Not the sole stockholder. I am the majority stock- 
holder and the principal. 

Mr. McHveu. You held 50 percent of the stock then in Aero Asso- 
ciates at that time? 

Mr. Stewart. Yes. 

Mr. McHveu. The other 50 percent was held by whom ? 

Mr. Stewart. It was held by principals or executives of the Amer- 
ican Fidelity companies. 

Mr. McHvueu. Will you tell us whether or not your corporation, 
Stewart, Smith, Inc., is incorporated in the State of New York ? 

Mr. Srewart. It is, sir; yes. 

Mr. McHvuen. Was Aero Associates incorporated ? 

Mr. Stewart. Yes, also in the State of New York, and a separate 
corporation formed in Illinois for purposes of carrying on business 
there. 

Mr. McHven. You were explaining the circumstances under which 
the Zurich entered your group. 

Mr. Srewart. Yes. They joined in August—the 1st—1954, at 
which time the other two companies, the American Fidelity Fire and 
American Fidelity & Casualty, retired. I think there was some ques- 
tion that, being a different operation from the Zurich, they preferred 
not to have those companies in the group if they joined; so, the ar- 
rangement was that the two American Fidelity companies retired and 
the Zurich came into the group. 

Mr. McHvucu. Were those two American companies referred to as 
Markels? 

Mr. Stewart. Yes; that is right. 

Mr. McHvueu. So that as of the time, then, that Zurich stepped into 
Aero Associates, Zurich owned 50 percent and George Stewart owned 
the other ? 
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Mr. Srewarr. No; excuse me; the stock did not change hands at ' 


that time. It was merely that they retired from the group as partici- 
pants,and Zurich came in in their place. 

Mr. McHvueu. How was the stock held at that time ¢ 

Mr. Stewart. The stock was held in the same way as before. 

Mr. McHvueu. Were there any changes after that date ? 

Mr. Srewart. Yes. I haven’t the exact timing of this, but I would 


i 


think it would be early in 1955. I was approached by Mr. Pilling of | 
the Zurich, who said that he had a problem in connection with the | 


management of the company, the underwriting management being in 
different hands from the company itself, so that the underw riting pol- 
icy could be directed by other outside interests. 

Mr. McHvueu. The underwriting policy of the company, then, be- 
ing directed by whom ? 

Mr. Stewart. Possibly by the stockholders, and he said under those 
circumstances he would be forced—well, it appeared that unless he 
could make an arrangement to take over the stock of the Aero Asso- 
ciates, he might be forced to retire from the association with the group. 

Mr. McHvueu. Then what did he ultimately do? 

Mr. Srewarr. Ultimately we agreed on a price for the stock. That 
applied to both the holdings of the American Fidelity principals and 
ourselves, and we disposed of the stock to the Zurich. 

Mr. McHven. Zurich then took over 100 percent of the stock? 

Mr. Srewarr. Of the stock and the control of Aero Associates, 
naturally. 


Mr. McHuen. That meant that you were completely out of the | 


stock ownership control of Aero Associates ? 

Mr. Stewart. Yes, absolutely. 

Mr. McHveu. Do you know whether or not there were any changes 
in the composition of Aero Associates after you got out? 

Mr. Stewart. In respect to participation ? 

Mr. McHveu. Participation. 

Mr. Srewarr. If I may express it this way, not in . the front. It 
may be there were arrangements of reinsurance possibly, by the 
Zurich which I think there were, but that was not particularly to 
our knowledge. 

There were no other companies actually in the Aero Associates 

roup. 

Me McHoueu. Eagle Star was a member of that group at that 
time, then ? 

Mr. Stewart. Yes, sir; that isso. 

Mr. McHueu. Eagle Star and Zurich then were the two principal 
underwriting companies that comprised the group ? 

Mr. Stewart. They were the only underwriting companies. 

Mr. McHvaun. Returning again to the time at which you first or- 
ganized the Aero Associates and decided to go into this business, 
which I understand you placed at around 1947 or 1948——— 

Mr. Stewart. The Aero Associates came into force in 1949. 

Mr. McHuen. 1949? 

Mr. Stewart. Yes. 

Mr. McHuenu. Had you made a survey of the aviation insurance 
market at that time? 

Mr. Stewart. Yes, sir. 





st hee’ ee 


ya - 





BS 


It 


a NS RN TMNT SIT TES BE 


Se RE EA Pre reer 


1e | 


to 


es 


at | 


r- 
Ss, 


THE INSURANCE INDUSTRY 121 


Mr. McHueu. What can you tell the committee about your analy- 
sis of the market structure at that time, or any conclusions you made 
about the business possibilities ? 

Mr. Stewart. Well, I felt that there was room for an active third 
group to operate, and that if we did so, we would be able to com- 
petitively go after some of the major business of the country. 

Mr. McHuexu. What did your survey or analysis of the existing 
aviation insurance business, reflect concerning the pricing structure $ 

Mr. Stewart. Well, I was quite firmly under the impression that the 
rates would come down, could come down, and that the position so 
far as the underwriting experience was concerned would improve, 
and I am talking really almost exclusively about the airline business 
at this stage. 

Mr. McHveu. The airline business, would you say, represented 
approximately what percentage of the total aviation-insurance 
business ? 

Mr. Srewart. I haven’t really the answer to that question. If I 
had to guess about it, it would be perhaps 30 to 40 percent. 

Mr. McHven. Then do I understand you to say that as a result of 
the analysis that you made of the market conditions, you felt that 
there was room for someone else who would be able to sell at lower 
rates than the prevailing structure for airline business at that time? 

Mr. Stewart. Yes, approximately that is what I thought. Of 
course, I thought that in any case a competitive group would be of 
value and would be able to do business satisfactorily. 

Mr. McHven. At that time you stated there were only two groups 
in operation ? 

Mr. Stewart. Two major groups. 

Mr. McHvuex. Two principal groups? 

Mr. Stewart. Yes. 

Mr. McHvueu. You felt that there was room for additional capacity ? 

Mr. Stewart. Well, particularly as one group had been in the pic- 
ture and had gone out, it seemed that a replacement would be a satis- 
factory procedure, especially for people like ourselves who had been 
in the business for quite a while, been in the aviation business for 
quite a while. 

Senator O’Manoney. How many minor groups were there? 

Mr. Srewart. I couldn’t say, sir. There are little groups all over 
the country, I think, perhaps 1 or 2 companies writing a minor amount 
of business, but they were not important factors in the picture. 

For instance, they had no capacity to write major airline business. 
They would have to confine their activities to small private risks and 
such. 

Senator O’Manoney. Were they engaged in important business in- 
volving hull and casualty insurance ? 

Mr. Srewart. Yes, sir. They wrote the same form of policy, but 
it was—— 

Senator O’Manonry. For the airlines? 

Mr. Stewart. Not for the airlines, no. 

Senator O’Manoney. That is what I wanted to know. 

Mr. Stewart. No, sir; I think that I wouldn’t question the major 
airline business was not placed with any of these minor groups. 
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Senator O’Manonry. So that they really were not a factor in this 
review we have been making of the activities of the groups handling 
the hull and casualty for the airlines ? 

Mr. Stewart. That is so, sir; they are not a factor. 

Senator O’Manoney. Thank you. 

Mr. McHvueu. Mr. Stewart, do I understand you to say that your 
analysis of market conditions at that time indicated that the prices 
at which aviation insurance was being sold to the airlines was quite 
high ? 

Mr. Srewart. Well, I would rather express it in another way. I 
had very good reason to believe from my analysis that the rates would 
come down and would justifiably come down. 

Mr. McHueu. Would come down by whom? 

Mr. Stewart. That a competitive market writing the busines at 
less premium would be still writing a satisfactory underwriting in- 
surance. 

Mr. McHven. That is to say, if another market entered into the 
picture quoting at lower rates, it would have the tendency to lower 
the total rating structure? 

Mr. Stewart. That would be a result, but, of course, the purpose 
would be that we would be able to successfully compete for the busi- 
ness by offering better terms to the airlines. 

Mr. McHven. Did you begin to solicit business from the various 
airlines after you got into operation in 1949? 

Mr. Stewart. I just would like to correct this. We, ourselves, do 
not act as direct brokers. The business comes to us from brokers. 

Weare, if we could so call ourselves, we are specialists at the method 
and markets of placing business. 

Mr. McHven. Then did you begin soliciting business at this time 
through brokers? 

Mr. Stewart. Yes, we did. I would say that it is about a 50-50 
position. 

Brokers began to come to us with the possibility of competing for 
airline business. 

Mr. McHven. Did you obtain airline accounts ? 

Mr. Stewart. Yes, we did. 

Mr. McHven. Will you tell the committee which ones and approxi- 
mately when, if you can ? 

Mr. Stewart. It will be approximately. I am afraid I haven't 
the specific information. But I think the first major airline that we 
took over or we placed the insurance for, was Braniff, and that would 
be, I would say, for account of Cravens Dargan in Houston in 19—it 
could be 1947, 1948, 1949, sometime about that period. 

Mr. McHwuen. Who was handling the Braniff business before this 
time? 

Mr. Stewart. Tam uncertain, but I think Associated. 

Mr. McHven. Did you obtain the business at a lower rate than 
Associated had been quoting ? 

Mr. Srewart. Well, I assume so. We were not aware of the other 
quotation, but inasmuch as we got the business, I would assume that 
our rates were competitive. 

Mr. McHven. Can you tell us the names of some of the additional 
airline accounts you obtained ? 
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Mr. Stewart. Yes. We followed with Delta. We had Chicago 
& Southern before they amalgamated with Delta, and Capital Air- 
lines. 

One of our affiliated offices insured Colonial Airlines. Then Sea- 
board and Western and the Alaska Airlines, part of the United Air- 
line business, a fairly representative group. 

Mr. McHveu. Is this business, then, for the most part, that had 
formerly been handled, either by USAIG or Associated ? 

Mr. Stewart. I would think definitely, yes. In some cases there 
were policies which had not been previously effected. 

They were types of policies Shick we introduced to the airlines of 
GST nature. 

r. McHvueu. Mr. Stewart, can you give the committee any sort 
of a picture, during this period of time when you were obtaining this 
business, of approximately how much under the other companies’ bids 
you were obtaining this business for ? 

Mr. Stewart. Well, it is difficult, because I was not always aware, 
in many cases I was not aware at all of what the other people were 
bidding for the business, but I would say that we were conservatively 
in the first stages about 20 percent less. 

Mr. McHueu. Twenty percent less than the other two markets 
were quoting ? 

Mr. Stewart. Yes. 

Senator O’Manoney. You used the word, “bidding.” 

Mr. Stewart. Yes, sir. 

Senator O’Manoney. Is that an accurate description of the method 
by which this business was obtained ¢ 

Mr. Stewart. The customary method would be that a broker would 
be requested by the airline to secure premiums from maybe Asso- 
ciated or USAIG, and another broker would be asked to secure rates 
from us, and then the airline would decide eventually whichever they 
would take. 

Senator O’Manoney. So the business was carried on by each group 
through different brokers ? 

Mr. Srewart. Usually so. Sometimes one broker would be re- 
quested to find the whole market’s reaction and to choose for him- 
self which was the best proposition to put before the client. 

Sometimes it was split up between different brokers. 

Senator O’Manonery. This was a competitive system, you want us 
to understand ? 

Mr. Stewart. Oh, yes, sir; yes, sir. Definitely. 

Senator O’Manoney. So that you were consciously making rates 
for the purpose of securing the business as against the higher rates 
of some competitor ? 

Mr. Stewart. Yes, sir, that is right. 

Senator O’Manongy. You didn’t know what those rates were, but 
you figured you own rates on what basis? 

Mr. Stewart. One always has a general idea as to what is the go- 
ing premium. 

You may not know exactly what. the group might offer on renewal, 
but with your knowledge of the market, you have a fair idea of what 
I would call the going rate, and we were submitting premiums which, 
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in the judgment of our underwriters, were suitable for the airline 
business. 

It was progressively lower because we felt that the experience was 
improving, and we found ourselves in such cases in a competitive 
position to take over some of this business. 

Senator O’Manoney. Did you profit by this business ¢ 

Mr. Srewarr. I think overall underwriters did make a substantial 
profit on the airline business that we took over from the beginning to 
date. 

Senator O’Mauoney. Is this same system followed now? 

Mr. Srewart. The group which we were using has gone out of 
business. 

Senator O’Manoney. That I understand. 

Mr. Stewart. Yes. 

Senator O’Manoney. But do you still have an idea of what the 
going rates are ? 


Mr. Stewart. Yes. In my belief they are, if anything, I think, 


they are just a shade too low today. 

I think they went down just a bit too far. 

Senator O’Manoney. Is it a competitive market / 

Mr. Stewart. Yes. Well, that is a difficult question for me to 
answer. I am no longer in the position I was when Aero Asso- 
ciates were in existence. 

If I were to compete now, it would have to be on the basis of plac- 
ing the business directly in London, which I have never advocated. 

Senator O’Manoney. The members of the group of which you were 
manager regarded you and your associates as their manager, did they 
not? 

Mr. Stewart. No, sir. No. We had nothing to do with the man- 
agement of Aero after the Zurich took the stock. 

Senator O’Manoney. I am talking of the period before Zurich. 

Mr. Stewart. Oh, before that, yes, sir. 

Well, virtually yes, yes. 

Senator O’Manoney. Isn’t it a matter of fact that Aero was a 
management company ¢ 

Mr. Srewarr. They were a management company, yes, sir. 

Senator O’Manoney. And they conducted this management for 
the benefit of members of the group who had conveyed to them the 
full authority to do the business ¢ 

Mr. Stewart. Yes, sir. 

Senator O’Manoney. Then what was the attitude among the three 
groups? Did they have communication with one another as to what 
the rates were? 

Mr. Stewart. Not to my knowledge at all. We had no communi- 

cation with the other two groups as ‘to rates. 

Senator O’Manonry. You didn’t know anything about the rates? 

Mr. Stewart. No, sir. 

Senator O’Manoney. What has been your experience with respect 
to ratemaking in this business ? 

Mr Stewart. I think it has been entirely individual to each group. 

Senator O’Manoney. To each group of managers? 

Mr. Srewart. Yes, sir. 

Senator O’Manoney. But you knew what the going rates were ? 
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Mr. Srewarr. Yes. One would find out in various ways what the 
rates were. 

One could always find out something about it. 

Senator O’Manoney. Was there any tendency to develop a system 
by which these rates would be kept at a high level or at, let me say, a 
particular level which the managing groups felt was the proper level 
for doing business ? 

Mr. Stewart. Well, we never had, at the time, when we were re- 
sponsible for the management of the Aero group, we never had any” 
communications of any kind in that direction. 

We never consulted or requested any communication at all from 
the groups with regard to rates. 

Senator O’Manoney. You want the committee to understand from 
the transcript that when you were managing, and you offered bids to 
the brokers who approached you, you made those bids upon the basis 
of your information as to what the going rate was and for the pur- 
pose of getting the business from the other groups? 

Mr. Stewart. Well, for the purpose of getting the business, yes, sir. 

Senator O’Manonry. Yes, surely. The other groups would have it 
if you didn’t have it. 

Mr. Stewart. Yes. 

Senator O’Manoney. Therefore, I had no special significance in 
that phrase, Mr. Stewart. 

Mr. Stewart. Yes. 

Senator O’Manonry. Allright, Mr. McHugh. 

Mr. McHveu. Do I understand you to have said, Mr. Stewart, that 
during the period of time that you were quoting rates that. might have 
been in the vicinity of 20 percent less than the other two markets, 
your underwriters were making a profit on this business ? 

Mr. Stewart. Yes. The business as a whole, that is to say, the air- 
line business we had as a whole, was showing a good profit to under- 
writers. 

Mr. McHueu. During the testimony yesterday there was criticism 
made by a witness who testified, as reflected in some of the documen- 
tation concerning the manner in which you were taking some.of the 
airline business. You were described as a price cutter, and this com- 
petition was described as vicious, in some cases as stupid. 

Can you tell us your reaction to the prices of that nature at which 
you were selling? 

Mr. Stewart. I believe the answer to that is my answer to the 
previous question that over a period of years the underwriters made 
money out of this business that we were competing for and which we 
secured. 

Naturally one uses the word “price cutting,” but the only interest 
an airline has in passing business from one group to another is to get 
a better financial result out of it, which one can call price cutting, but 
it is not quite so vicious—we will use their word—as that sounds. 

It was a calculated decision by a large number of underwriters even- 
tually that hey could write that business at those premiums profitably. 

Otherwise they wouldn’t have written the business. 

Now, as to stupid, that is a matter of judgment, I think. People 
have to decide who is stupid and who isn’t, I think, in business. 
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Mr. McHuen. After Zurich took over the stock interest in Aero 
Associates, can you tell us anything then of the comparison between 
the prices at which airline insurance was being sold by Aero as con- 
trasted with the other two groups? 

Mr. Stewart. I think they still remained competitive, continued to 
remain competitive. 

_ Mr. McHueu. During the time that Zurich owned the stock interest 
in Aero Associates, were you acting as a broker originating insurance 
business and placing it with Aero Associates ? 

Mr. Stewart. That is correct; yes; that is correct. 

Mr. McHveu. You are familiar with the fact that Aero Associates 
is no longer in existence ? 

Mr. Stewart. Yes; I am. 

Mr. McHvuen. You are aware of the fact that Zurich has been ad- 
mitted to membership in USAIG? 

Mr. Stewart. Yes, sir. 

Mr. McHven. Mr. Stewart, where does that leave you today with 
reference to originating and then placing American airlines insur- 
ance business ? 

Mr. Stewart. We are in a position of some difficulty at the moment 
because I have always advocated to airlines that a substantial part of 
their business should be placed with domestic companies, that is for 
reasons of servicing mainly, and I think in any case it is a proper 
position. 

At this present moment, I think it unlikely that I can operate com- 
petitively until I reestablish another market comparable to Aero 
Associates. 

Mr. McHveu. The servicing you spoke of, as far as your group is 
concerned, was performed by the corporation known as Aero Asso- 
ciates # 

Mr. Stewart. That is correct. 

Mr. McHven. That was an American company ? 

Mr. Stewart. Yes, sir. 

Mr. McHvueu. Even though the two principal underwriters were 
not American companies; is that correct? 

Mr. Stewart. I am a little uncertain about Zurich, by origin, of 
course, it is a Swiss company, and the Eagle Star by origin is a Brit- 
ish company, but they both entered this country and have their funds 
in this country, and I am uncertain at the moment whether they are 
branches or 

Mr. McHveu. They are certainly licensed to do business in this 
country ? 

Mr. Saiinl ibe: Oh, without question ; yes. 

Mr. McHven. You don’t know whether or not they have separate 
corporate entities ? 

Mr. Stewart. No, I am afraid I don’t know that, sir. 

Mr. McHvuen. Did you have any indication that Aero Associates 
was going to be terminated ? 

Mr. Stewart. No. My only indication was after the event. 

Mr. McHvuen. You hadn’t been consulted in advance? 

Mr. Stewart. No; not at all. 

Mr. McHven. How did you learn of it? 
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Mr. Stewart. I heard of it from Mr. Pilling, of the Zurich. I 
think the day he informed me was 2 days after the decision was 


taken. 


Mr. McHveu. He didn’t consult you in advance? 

Mr. Stewart. No, sir; he didn’t. 

Mr. McHvueu. Can you give us some idea of approximately how 
much you originated of the total business which Aero Associates was 
taking ? 

Si Sawa. It is a little difficult for me to know that. I am not 
too well aware of the size of their total writings. An estimate again 
would be perhaps 20 percent. 

Mr. McHvucu. Would you say that you were probably their prin- 
cipal originating broker? 

r. Srewart. I would think so; yes. 

Mr. McHveu. Did it seem strange that they wouldn’t have con- 
sulted with you before they determined to liquidate ? 

Mr. Stewart. Well, we were very surprised that they didn’t. 

Mr. McHvucx. Would you tell the subcommittee what in your opin- 
ion is the net competitive result of the liquidation of Aero Associates 
and the joining by Zurich of the USAIG? 

Mr. Stewart. Well, I think it narrows down the placing of airline 
business in this country to 2 people instead of 3. 

Mr. McHvuen. What in your opinion is the result of having but 
two groups operating in this country ? 

Mr. Stewart. From a competitive point of view, it is lessened by 
the fact that it is becoming a very small number. That is all I can 
really say about it. 

Mr. McHvueu. Would you say that two groups are adequate to 
meet the needs of the domestic airline industry ? 

Mr. Stewart. I think the two groups can underwrite the business, 
but I would have to say that I think it would be a better position for 
the airlines if there were more groups in operation who could write 
their business. 

Mr. McHveu. With only two groups in existence, do you think you 
can get sufficient competition so as to give the consumer the best pos- 
sible price ? 

Mr. Stewart. Well, they always have the London market. 

Mr. McHveu. But as among the domestic companies competing for 
this business, do you think you can get competition if you only have 
two companies who are quoting on this business ? 

Mr. Stewart. [ think you can have competition, but what the 
measure of it is—— 

Mr. McHueu. In your opinion and knowledge, knowing the two 
who have been in existence and what the market structure has been, do 
you think that you will get competition ¢ 

Mr. Stewart. Of a limited nature, I would say, yes. 

Mr. McHven. Of a limited nature? 

Mr. Stewart. Yes. 

Mr. McHveun. Do you think that is sufficient competition so as to 
inject the necessary price competition into the market ? 

Mr. Stewart. Well, I would like to answer that by saying I think it 
would be better if there was another group or more groups. 
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Senater O’Manoney. Why did you use the words “limited nature”? 
What is the concept you have in your mind when you use those words? 

Mr. Stewart. I feel if two groups are operating exclusively writing 
a certain class of business, they tend to indicate the same type of 
premiums without even agreement or consultation. 

Mr: McHvuau. You testified, Mr. Stewart, that the airlines do look 
to American companies to provide the capacity. 

Mr. Stewart. I beg your pardon, would you repeat the question ? 

Mr. McHveun. I believe you stated that the American airlines do 
look to American insurance companies to provide the necessary ca- 
pacity. 

Mr. Srewarr.. Oh, I think without question, they prefer to have 
American companies servicing and accepting their business. 

Mr. McHveun. So the fact that the London market may be avail- 
able wouldn’t necessarily meet the problem ? 

Mr. Srewarr. No. I think the price differential would have to be 
very considerable to make it worthwhile for a major airline to put 
the whole of its business into the London market. 

Mr. McHvueu. There was some indication in the correspondence 
yesterday that there was concern about getting Zurich into USAIG 
as quickly as possible for fear that ce you might be organizing 
or attempting to revive Aero Associates. 

Had you ever given any thought to that ? 

Mr. Stewart. Yes, I have; I have. 

Mr. McHuen. Are you considering that at this present time? 

Mr. Stewart. I am definitely ; yes, sir. 

Mr. McHveu. Is there anything you can tell the subcommittee 
concerning your plans in that respect ? 

Mr. Stewart. No; not at this stage, because I feel it advisable to 
wait. for a more stabilized market. At the present time, the under- 
writing results generally are not satisfactory and I think that is pos- 
sibly the worst time to start to re-create another group, but I hope to 
‘do so. 

Mr. McHvuen. Would you feel that if such a group is created 
_again, you would be able again to act as a competitive force in the 
market ? 
Mr. Stewart. Oh, indeed. I think in addition, we would retain 
.. competitively all the business we have secured at the present time. _ 
In other words, I think that the airlines have appreciated our posi- 
tion in the business. 
Mr. McHvueu. If you were to organize another American pool, this 
would provide additional capacity that is needed. 
Mr. Stewart. Partly, yes. 
Mr. McHvueu. Mr. Stewart, there was testimony introduced yes- 

terday which would indicate that at least 1 of the 2 American pools 
that are operating, the principal pools, may be placing as much as 
50 percent of their gross business in the European, or the foreign, 
market through reinsurance, primarily in the London market. 

Do you think that is wise? Do you think it is necessary? Do you 
think it is sound ? 

Mr. Stewart. I think it is sound. I think it is probably necessary. 
I think outside of their own participants there probably is not an 
available reinsurance market in this country to take care of the large 
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_amounts involyed, and they have ‘to use the London market for ca- 


pacity purposes. 
Mr. McHuau. For the reason that there is no other market in 


_ which to handle the necessary capacity ? 


Mr. Srewarr. Yes; at this time I think that is definitely the 
position. 

Mr. McHveun. Is that to suggest that the American aviation insur- 
ance business isn’t sufficiently big to assume the necessary capacity in 


this country 4 


Mr. Stewart. I think the aviation business has never been too popu- 
lar a section of the insurance business to appeal to underwriters, and 
most companies who have participated in aviation business still regard 
it of a catastrophic nature, and. they have rather fought away from 
setting it up within their own structures. 

The format of groups writing aviation business is paralleled in 
England in the same way by the major companies there having got 
together i in two groups, and in the main they write their aviation busi- 
ness through those groups in London. 

T feel that it is due to the fact that its origin was a type of business 
that had a high catastrophic element in it, and they did not want to 
participate largely in quantity in the i insurance. 

Mr. McHven. Can you describe for us any contrast between the 
operation of the Lloyd’s aviation insurance market as against the way 
in which the two principal American pools operate? 

Mr. Stewart. Well, dealing entirely with Lloyd’s, Lloyd’s is a 
market that consists of several hundred syndicates. Each syndicate 
has an independent existence and fixes its own premiums, and I sup- 
pose in writing aviation business, there would be as many as 40 or 50 
groups or sy ndicates who are willing to quote their own premiums 
and write business at a rate they consider satisfactory, so that a broker 
in the Lloyd’s market-——— 

Mr. McHvuau. Do I understand you to say that these different 
syndicates then would be competing against each other in the rates 
they charge? 

Mr. Srewarr. Absolutely. The normal procedure in the Lloyd’s 
market, it is that syndicates compete with each other for the business. 

Mr. McHven. So that 50 or 60 syndicates may be competing with 
each other in obtaining, say, BOAC or one of the other big British 
accounts ? 

Mr. Srewarr. Well, I say this with some qualification, because big 
accounts like that have to be negotiated very carefully with certain 
groups of underwriters who are established leads, but with an insur- 
ance such as BOAC, it would be quite normal for several underwriters 
to be approached to see what their ideas were as to terms, and the best 
rates would secure the business. 

Now that would not mean in the peculiar way the Lloyd’s business 
is done that the underwriters who had quoted higher premiums would 
not necessarily write that business. 

They might choose to reduce their original quotation and support 
that insurance by writing a percentage of the risk. 

Mr. McHveu. Do I understand that to mean, say, in connection 
with a particular airline account where a number of these syndicates 
are involved, those syndicates are actually selling the insurance 
at different rates? 
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Mr. Stewart. No. It means that the negotiations would go on in 
the first place with several syndicates to arrive at what were the best 
terms securable for the airline, and when that was ascertained and the 
airline had agreed to the terms, then the insurance would be spread 
over the whole market. 

Mr. McHvueu. What about the rate at which it would be fixed? 

Mr. Stewart. Well, it would be at the best rate, and then probably 
the broker would be able to persuade many of the other syndicates who 
had quoted higher terms to participate. That is an outline of a normal 
placing over there. 

Of course, sometimes the negotiations would go on solely with the 
leader and satisfactory terms having been arrived at, the market would 
then participate if they wished after the leader had written his line. 

_ Mr. McHven. Of the various syndicates that would be participat- 
ing in that offer, how much of that business acensted by any one of 
them would they in turn reinsure with someone else ? 

Mr. Srewart. Very little if any. There is a restriction, there is an 
allowable figure of 10 percent in Lloyd’s, an allowable figure for 
audit purposes for reinsurance. 

In other words, if you reinsure in excess of 10 percent, you have no 
allowance made in your audit statement. 

Is that clear? It means that your figures would receive no credit 
from the amount of premium which had been paid out to reinsure 
risks in excess of a total of 10 percent of your premium income. 

Mr. McHueu. The effect of this is to require each company or each 
group, each syndicate, participating in this to retain directly 90 per- 
cent of the direct business that they participate in ? 

Mr. Stewart. If you do not conform, there is a penalty, so the direc- 
tion is obviously, the intention of this direction is obviously that 
reinsurance business will be kept down to the smallest dimension. 

Mr. McHueu. What is the reason for a rule that is intended to keep 
down the amount of reinsurance? Is that on the principle that you 
shouldn’t engage in the business if you don’t have the capacity to take 
the major portion of it direct ? 

Mr. Stewart. Well, I think it is generally aimed at the idea that 
if you can absorb so much percent, that is the part you should write. 
You should not write the business for purposes of reinsuring. 

Mr. McHveu. You should not write the business for purposes of 
reinsuring ¢ 

Mr. Srewart. You should not write the size of your line with the 
purpose of reinsuring part of it. 

In other words, where on certain occasions maybe you had to take 
a larger commitment for various reasons than you wished, then 
you would be allowed to reinsure provided your total reinsurance 

remiums did not exceed 10 percent of your total premium, but it 

as a tendency to make people write the line they are going to keep. 

Mr. McHven. Isn’t that in marked contrast with the two Amer- 
ican pools that reinsure in the neighborhood of 50 percent of their 
business with other sources ? 

Mr. Srewarr. Well, I think the answer to that is that if they did 
not have reinsurance facilities, they would not be able to accept the 
whole of the line that they are being offered. 

Senator O’Manonry. Mr. McHugh, may T interrupt you here? 
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Mr. McHveun. Certainly. 

Senator O’Manonery. You speak of an allowable 10-percent figure. 
You speak of the necessity of conforming, and of the penalty on 
those who do not conform. 

By what authority is the line of conformance laid down? Who 
lays it down? Who imposes the penalty? How is it enforced ? 

Mr. Srewarr. Yes, sir. The committee of Lloyd’s have jurisdic- 
tion over the underwriting. They do not interfere in any way with 
the underwriting procedures, but they do govern the commitments 
of underwriters in terms of liability and premium, and they control 
those by means of an audit system whereby at all times they have to 
demonstrate that they are solvent and that their premiums in trust 
are adequate to take care of their liabilities. 

Senator O’Manoney. This committee of Lloyd’s is established by 
what authority ? 

Mr. Stewart. By the authority of the underwriters themselves. It 
is a freely elected body for purposes of controlling such issues as this. 

Senator O’Manoney. It is, in other words, a system by which the 
underwriters themselves elect the body which they call a committee, 


which is to regulate the procedures to be followed in carrying on the 
business. 


Mr. Stewart. Yes, sir. 

Senator O’Manoney. That is wholly a private system of regulation? 

Mr. Stewart. Yes, sir. 

Senator O’Manoney. It is not imposed by law of Parliament? 

Mr. Srewarr. There are certain Board of Trade requirements which 
the committee carry out. Those requirements are that reserves are ade- 
quate to take care of commitments, that regularly audited accounts are 
taken out and if there is deficiency, the deficiency is made up, and with- 
in that general direction of the Board of Trade that the business 
should be carried on in a solvent manner, the committee impose their 
own laws, restrictive laws, which will see that that is conformed to. 

Senator O’Manoney. The Board of Trade activity, which is an 
activity of the Board of Trade of the Government—— 

Mr. Stewart. It is the Government; yes. 

Senator O’Manoney (continuing.) Is designed to preserve solvency 
in all businesses. 

Mr. Stewart. Yes, sir. 

Senator O’Manoney. Not particularly in the insurance business. 

Mr. Stewart. Yes, sir; that is correct. 

Senator O’Manoney. So far, therefore, as compliance with the 
Board of Trade rules, your industry is no different from any other 
industry. 

Mr. Srewart. That is right, yes. 

Senator O’Manoney. But so far as regulating the insurance in- 
dustry in Lloyd’s, it is this committee and only this committee which is 
the source of the regulation. 

Mr. Stewart. That isso; yes. 

Senator O’Manoney. Has there been any feeling in your mind 
that there ought to be a similar system here by which the insurance 
industry would regulate itself? 

Mr. Stewart. That is a very difficult question to ask me. 

Senator O’Manoney. I don’t want to be difficult, sir. 
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Mr. Stewart. Well, I would say that 

Senator O’Manoney. I am just seeking information. 

Mr. Srewart. I think that the system that prevails in England is 
very satisfactory for them. I really wouldn’t know in this country 
whether one could adopt such a free trading system satisfactorily. 
I really do not know. 

Senator O’Manonry. What sort of a system do we have here? 

Mr. Stewart. Well, you have more regulations, many more regula- 
tions with regard to underwriting than they do in England. 

Senator O’Manonry. By whom? 

Mr. Stewart. Well, by State regulation. 

Senator O’Manoney. What State regulations do you have in mind? 

Mr. Srewart. Well, that it is necessary, for example, for rates to 
be filed for classes of business which is not applied in England at 
all. 

Senator O’Manoney. Of what rates are you speaking now? 

Mr. Srewart. Well, for different classes of business, not for avia- 
tion. I have come away from aviation. 

Senator O’Manoney. I want to keep you on aviation. There is no 
such requirement with respect to aviation ? 

Mr. Stewart. Not to my knowledge. 

Senator O’Manoney. You never complied with any regulation. 

Mr. Stewart. Well, when you talk of “me,” you see, it would have 
to be the companies who would have to comply, companies in the 
groups who have to comply. 

Senator O’Manonry. The underwriters do the business, do they 
not, for the groups? 

Mr. Stewart. Yes, sir; they do; yes. 

Senator O’Manoney. So that the underwriters are the managers, 
and they would necessarily be in touch with any public regulation 
that there was. 

Mr. Stewart. Yes. 

Senator O’Manoney. There is no public regulation with respect to 
airline rates in the aviation insurance industry, is there? 

Mr. Srewart. If you refer to the hulls and the liabilities applying 
to the hulls— that is, the passenger liability and the public liability 
and property damage—to my knowledge, there is no regulation. 

Senator O’Manoney. That is right. You have never encountered 
that. 

Mr. Srewart. No. 

Senator O’Manoney. You made a very interesting statement in re- 
sponse to Mr. McHugh when you spoke of the reluctance of some 
insurance companies to go into the aviation business. You said, if I 
recall correctly, that many of these companies regarded aviation as 
a catastrophic industry. 

Mr. Srewarr. Yes, sir. 

Senator O’Manonry. That is correct, is it not ? 

Mr. Stewart. That is right. 

Senator O’Mauonry. Yesterday we had testimony from Mr. May, 
engaged in another line with respect to air travel insurance, that the 
company that he represents initiated this because other companies 
were afraid to initiate it due to the feeling that the aviation industry 
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was susceptible to accidents. But the fact of the matter is, is it not, 
that the accident rate in aviation has been remarkably low? 

Mr. Stewart. Yes;thatistrue. Yes 

Senator O’Manoney. In other w ords, the airlines, I think, probably 
with sound reason, would boast that travel by air is less open to acci- 
dent than travel by automobile, for example, or even travel by train. 

Mr. Stewart. Yes. 

Senator O’Manonry. Isn’t that true? 

Mr. Stewart. That is right; yes. 

Senator O’Manonry. Isn’t that true of the industry ? 

Mr. Stewart. Yes. May I explain that the word “catastrophic” 
is really allied to 1 abnormally large claim arising out of 1 accident. 

Now, we are shortly considering ‘the jets, and it could be that, if a 
jet aircraft with a good commercial load of passengers were to crash, 
the amount of loss involved would be what we would call of a catas- 
trophic nature. You could conceive very easily at least a $10 million 
loss and probably much greater, which represents and will continue 
to represent a very high percentage of the total premium available in 
the aviation insurance industry. 

Senator O’Manoney. I think that is really the very heart of this 
question. The whole theory of insurance is to divide the risk, is it not? 

Mr. Srewart. Yes, sir. 

Senator O’Manoney. So, when any experts in the insurance busi- 
ness enter the field of aviation, they bear in mind the fact that, when 
an accident occurs to an airplane while it is airborne, there may, indeed, 
be a very substantial disaster, and so the objective, then, is to conduct 
the insurance in such a way as to divide the risk. I assume that is 
the reason why the insurance companies, separately being unwilling 
to assume the whole risk themselves, organized these groups. 

Mr. Stewart. Yes. I imagine so. 

Senator O’Manoney. Isn’t that the fact, or have I been learning 
anything while listening to this testimony ? 

Mr. Srewarr. Well, I should say that the origin of the groups is 
precisely that, banded together, they felt they could provide cover ; 
whereas, individually, - they would feel they had a very heavy 
commitment. 

Senator O’Manoney. Isn’t it a fact that this aviation insurance 
business has been a profitable business ¢ 

Mr. Stewart. I would think, over the years, over the years, it has 
not been very profitable. It has had good and bad years, periods. 

Senator O’Manonery. Let us take your theme, then. You say “over 
the years.” Over what period of years? 

Mr. Stewart. Well, I regard 1947 as one of the years that was, 
particularly, a bad period. 

Senator O’Manonry. How long have you been engaged in the 
business ¢ 

Mr. Stewart. Since 1935. 

Senator O’Manoney. Well, then, since 1935, from your observation, 
would you say the aviation insurance business has been a profitable 
business or not ? 

Mr. Stewart. Yes. I would say it has been profitable, but not very 
profitable. 
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Senator O’Manoney. No great fortunes have been made. 

Mr. Stewart. No. Thatis right. 

There have been bad periods and there have been good periods, 
but, overall, I would say it has not been a very profitable business. 
I would say it has been profitable. 

Senator O’Manoney. You come before us and testify that the group 
that you formed operated for a period, and, without your knowledge, 
it was liquidated from within and it disappeared from the field. But 
other groups are still operating, and they give every evidence of in- 
tending to continue to operate. They are not going broke, are they? 

Mr. Stewart. No,sir. I would think not. 

Senator O’Manoney. And your liquidation was forced on you, I 
gather from what yousay. It was not of your own choice. 

Mr. Stewart. That is right. 

Senator O’Maunoney. Business was profitable enough to persuade 
you tostay in it if you could have stayed in it. 

Mr. Stewart. Well, I think you must differentiate now in my posi- 
tion here because, since 1955, I have had nothing to do with the ad- 
ministration or ownership of Aero Associates, and 

Senator O’Manoney. I don’t want to discuss Aero Associates, per 
se, at the moment. I am trying to get the general picture. 

What I am driving at is that while it is true that great disasters 
happen in aviation, over the long period those disasters have not been 
so gree! as to make the business unattractive to men like yourself. 

r. Stewart. Notatall. No, I quite agree with you. 

Senator O’Manoney. As a matter of fact, you testified to us this 
morning that you would like to establish another market. 

Mr. Stewart. That is right. 

Senator O’Manoney. Would you like to get back into this business ? 

Mr. Stewart. Yes. 

Senator O’Manoney. So, I take it, if I may say so, you haven’t 
gone broke yet. 

Mr. Stewart. No; that is right, sir, and I think that with some 
rectification in the premiums, which I think I mentioned, I think they 
have gone a little too low. I think the money will be made out of 
aviation underwriting fairly soon. 

Senator O’Manoney. All right. 

Now, the problem with which we are confronted is the problem of 
the airlines and their insurance. The airlines, planning as they are 
now expansion in the jet age, are necessarily thinking of insurance at 
rates that are justifiable, that will not too greatly increase their 
= The insurers, on the other hand, are thinking of rates that 
will be high enough to produce an income that will make the business 
profitable beyond the touch of a catastrophe. 

Am I[right? 

Mr. Stewart. Yes, sir. 

renter O’Manoney. There is no public regulation of that business, 
is there 

Mr. Stewart. Not tomy knowledge. Not yet. 

Senator O’Manoney. The States don’t regulate it. The Federal 
Government doesn’t regulate it. 

Mr. Stewart. Right. 

Senator O’Manoney. The British Government doesn’t regulate it 
from abroad ? 
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Mr. Stewart. No. 

Senator O’Manonry. So it is wholly a business that is regulated by 
the insurers ? 

Mr. Stewart. That is true. 

Senator O’Manoney. Thank you very much. 

Mr. McHueu. Mr. Stewart, i believe you stated in connection with 
the high volume of American reinsurance, that might be necessary in 
order for them to obtain the necessary capacity. 

Mr. Stewart. That is right, yes. 

Mr. McHucu. Would that be for the reason that these risks are so 
very large that—— 

Mr. Stewart. It is due to the fact that the size of the coverage which 
is necessary, particularly this applies to the liabilities section, is very 

at. 

Mr. McHvéu. Isn’t it due in large part because of the fact that the 
American pool seeking this business is necessarily seeking all of the 
business of a particular airline ? 

Mr. Srewarr. Well, it is customary for the groups to write the 
whole account and not part of it. 

Mr. McHven. That is the way the business is written in this 
country. 

Mr. Srewarr. That is the way it is written, yes. 

Mr. McHugu. One group will write the whole of any given air- 
line’s business. 

Mr. Svewarr. Yes. 

Mr. McHueu. Wouldn't it be possible for various groups to go in 
and seek business, trying to obtain merely a portion of the business? 
Would prospective insurors divide it among anybody who could offer 
the coverage ? 

Mr. Stewart. Well, I see one thing in this. You would come very 
close to getting an agreement between the different groups on rates, if 
you were to dothat. I can’t conceive that an airline’s business will be 
divided up at different premiums. 

Mr. McHueu. Are you saying that it would have to be an agree- 
ment among them if that were the case? 

Mr. Srewarr. Well, it gets very close. One wouldn't say neces- 
sarily that if, for example, the underwriter—one of the groups wrote 
50 percent—that he would prearrange the rate with the other group, 
but I should say that finally the effect would be that they would have 
the same rate for the participation they were taking in the business. 
And that is the pattern of the London market, even though they are 
competitive. When the rate is finally decided upon, the people who 
participate, of course, take the same premium. They do not take 
their own ideas, their previous ideas of the premium. They either ac- 
ome the premium as it has been finally decided or refuse the risk. 

Mr. McHveun. If the various groups offering the insurance were to 
take merely a portion of this overall business, wouldn’t it be possible 
then for perhaps other insurers to get into this business? 

Mr. Srewarr. Well, I expressed the view that if there were 5 groups 
instead of 2, I think you could have a position where the business 
could be distributed. 

Mr. McHuan. Do you think the fact that the traditional market 
pattern has been for each of the groups to assume the whole of the 
business has had a restrictive effect upon the market? Has that had a 
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tendency to either discourage or to prevent anybody else from getting 
into this business ? 

Mr. Srewarr. No. I don’t think so. I think the reason why peo- 
ple do not get into the business freely is because of the nonavaila- 
bility of other markets. , 

Mr. McHveun. I understand you to say, though, that in connection 
with the Lloyds’ business, the sound underwriting principle there 
would be that the syndicate obtaining the business would not place 
more than 10 percent of that as reinsurance with someone else. 

Mr. Stewart. Ten percent of their line. 

Mr. McHveu. Ten percent of their line. 

Mr. Srewarr. But I would say the general practice there is that 
the underwriter writes the line he is going to keep with the exception 
of certain catastrophe protection on his own account. 

Mr, McHveu. That type of thing doesn’t occur as far as the Amer- 
ican market is concerned, does it ? 

Mr. Stewart. No. We are talking about the airlines all the time, 
and I think it applies to all the operators. The risk is not divided. 
It is usually taken by one group. We used to do the same thing when 
Aero was operating. 

Mr. McHuen. Do you think the airlines would be better served? 
Is there more possibility of getting advantages of the competitive 
rate if they operated more in the nature that you have described 
Lloyds’ operations ? 

Mr. Srewarr. Well, I don’t know that I can answer you. I don’t 
know. It isa supposition. I think it is a healthier condition to have 
-business spread. I think you have more opportunity of arriving at a 
common denominator that is economic for the airlines even if you 
have got only limited places to go to. 

Mr. McHueun. Are you familiar with the fact that the two operating 
pools require that the various members comprising this aviation pool 
write all of their aviation business through the pool ? 

Mr. Stewart. Yes. 

Mr. McHveu. Is that to say that none of the participating mem- 
bers of that group could place any of the aviation business direct and 
outside of that pool ? 

Mr. Stewart. I understand that is the position; yes. That is my 
understanding. 

Mr. McHueu. Speaking of the nonairline business, and in particular 
some of the smaller risks such as industrial aid or flying services or 
some of the pleasure craft, is there any reason in terms of actuarial 
principles or sound insurance that this business couldn’t be taken by 
any one of those companies singly ? 

Mr. Stewart. No. I don’t think there is any actuarial reason. 
They would be accepting the full liability of whatever the risk was 
concerned, and similar to any other business they wrote, | suppose 
they could set up adequate reserves to take care of that position. | 
assume that under the terms of their agreement, all of that class of 
business has to be placed through the group so that they all participate. 

Mr. McHvuenu. We have been so informed, and the contracts would 
indicate that all the business must be placed through these groups. 

Mr. Stewart. Yes. 

Mr. McHvuen. We are attempting to determine whether or not 
these restrictive features of these contracts are necessary and we are 
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trying to find out whether or not there is any technical reason why 

any of the individual participating companies couldn’t have the neces- 

sary capacity to place some of these smaller risks. 
Mr. Srewarr. Yes. I would think in most cases they would find it 


undesirable because you havea series of small risks. The average 


company, I think, gets exposed to writing through its agents a series 


-of relatively, small risks which have Jarge liabilities attached, and I 


think it is more convenient for them to use the total machinery of the 
group of which they are a member than they should have a section 
of their own business with comparatively few risks and large ex- 
posure. 

Mr. McHven. But don’t you think there may be occasions when 
some of these individual members might be interested in placing some 
of this smaller risk business directly ? 

Mr. Srewart. You mean accepting it for themselves ? 

Mr. McHuau. Yes. 

Mr. Srewart. I wouldn’t think it occurs—I wouldn’t really think 
it occurs very often. I should think the machinery for this particular 
type of business as set up is suitable. 

Mr. McHven. It doesn’t occur for the reason that anyone seeking 
insurance knows that he can obtain it only through the pools. Isn’t 
that. correct ? 

Mr. Srewart. Well, if the business is to be placed with that par- 
ticular company, then the insurance can only be accepted by the pool 


Mr. McHwucu. The customers buying this insurance know that 
fact, don’t they ? 

Mr. Srewart. Well, they are exposed to what the rates are, so’ I 
suppose are satisfied with placing the msurance in that manner. .1 
think you have to go one step back. The customer is not bound to 
place his business with that company anyway. He can go to any 
other company. 

Mr. McHueu. There is only one other he can go to right now. 
Isn’t that correct ? 

Mr. Srewart. Well, if it is a major risk, yes. But not a minor 
risk. There are still some small groups writing the minor class of 
business. 

Mr. McHvucen. Would you think, Mr. Stewart, that if the various 
companies constituting any of these two major pools were free to 
write any of the smaller risks themselves, this might possibly pro- 
vide the climate for the formation of new groups or possibly pro- 
vide the opportunity for the development of new competition? 

Mr. Stewart. Well, it might do, yes. It might do. 

Mr. McHueu. Don’t. you think that these restrictions in the con- 
tract pretty much foreclose the possibility of the people who might 
a the, knowledge or the capacity from getting interested in that 

usiness ? 


Mr. Srewarr. Well, I suppose they can always leave the pool if 
they want to. 

Mr. McHveu. Is it your experience, Mr. Stewart, that the various 
companies, the insurance companies who comprise these pools, have 


intimate knowledge concerning the operations of this aviation insur- 
ance market ? 
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Mr. Srewarr. No. I should think generally they do not. 

Mr. McHvuau. The persons who would have the intimate knowledge 
of the aviation market would be the managers of these pools? 

Mr. Stewart. Yes, absolutely. 

Mr. McHucu. The companies themselves don’t have that intimate 
contact with the business. 

Mr. Srewart. I would think generally speaking that is so. They 
do not have the intimate knowledge of the business. 

Mr. McHvueu. Do you think that is a sound practice? Do you 
think that is a sound insurance principle, that the people assuming 
the risk do not have that intimate acquaintanceship with the business 
involved ¢ 

Mr. Srewart. I would say it would be very much better if they 
do have knowledge. 

Mr. McHvueu. As it stands now, then, Mr. Stewart, is there any 
factor in the American market which might be a possible brake on 
the prices at which aviation insurance is being sold by the two 
groups? 

Mr. Srewart. There is no competitive—to my knowledge there is 
no competitive underwriter who is capable of writing an airline 
insurance outside of the two groups that exist in this country today. 

Senator O’Manoney. Mr. Stewart, I think your testimony this 
morning has been very illuminating. I am glad that the chairman of 
our subcommittee, Senator Kefauver, found it possible to come here 
from other assignments before you had concluded. 

I would like to summarize what I conceive to have been the gist of 
your testimony. The aviation insurance industry, so far as hulls and 
casualties are concerned, is now carried on in the United States by 2 
groups, where formerly it was carried on by 3. It is your conclusion 
that when such a situation arises, the possibility for competitive rates 
begins to narrow, at least, if not to disappear; that the airlines there- 
fore do not have as free a market as they might otherwise have. 

I gather from your testimony also that you feel that so far as your 
own operations were concerned, through Aero, while it was in this 
business, the competitive pricing in which you engaged was not, let us 
call it, rate cutting of a disastrous or, rather, of an unwise pattern. Is 
that right ? 

Mr. Stewart. That is so, sir; yes, sir. 

Senator O’Manoney. Aero did not go broke in itself. You your- 
self did not go broke. And the industry continues. You were just 
pushed out; is that right ? 

Mr. Stewart. Well, it seemed like that, sir. 

Senator O’Manonry. But more important than the personal effect 
upon yourself, it is clear from your experience—and this began as long 
ago as 1935—there is no public agency, State or Federal, which exer- 
cises any supervision over the insurance industry in aviation. 

Mr. Stewart. Yes, sir. 

Senator O’Manonry. You having come to the United States from 
England and having been born in London, you obtained your original 
acquaintance with this business in the London market; did you not ? 

Mr. Stewart. Yes, sir. 

Senator O’Manoney. Are you familiar with the “follow the lead” 
agreement which was established in the London market, Lloyd’s ? 
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Mr. Stewart. I was advised 

Senator O’Manonry. Concerning which we had some testimony yes- 
terday. 

Mr. Srewart. Yes. I understand that they have mutually agreed 
that in the case of renewals of existing insurances, they must be re- 
ferred to the leader. That is the substance of that agreement. 

Senator O’Manonry. That was a private agreement. 

Mr. Stewart. A private agreement. 

Senator O’Manoney. Among the underwriters, by which the rates 
were increased and by which the various underw riters agreed to follow 
the leader. 

Mr. Stewart. I would say that the “follow the lead” agreement does 
not necessarily—would not by itself necesarily imply a 10 percent in- 
crease in premium. I believe the 10-percent increase in premium 
is a separate mutual agreement between the underwriters. 

Senator O’Manoney. Yes. I didn’t want to convey that impression 
either. In other words, they were two separate objectives. 

Mr. Stewart. Yes. 

Senator O’Manonry. One objective was to raise the rates and the 
other objective was, whatever the rates might be, the various members 
would follow the leader; is that right 

Mr. Srewarr. No. It is not quite follow the leader. The agree- 
ment insists that the negotiations take place with the leader and I 
think this is also true, that in the event that they cannot come to a 
satisfactory conclusion with the leader, the leader can withdraw and 
they can go to somebody else. 

Senator O’Manoney. The result of such a plan is to eliminate to 
a certain degree, at least, the competition which might otherwise 
result. 

Mr. Stewart. Well, one must conclude that, yes. 

Senator O’ManoneEy. There isn’t any doubt about it; is there / 

Mr. Srewarr. Well, very few agreements in London are water- 
tight. 

Senator O’Manoney. That, of course, we can recognize. I haven’t 
gathered that impression at all. But the purpose of the agreement 
1s to bring about a course of common action as closely as possible. 

Mr. Stewart. Yes. That is true. 

Senator O’Manoney. I have correctly stated that, according to your 
judgment ? 

Mr. Srewarr. Yes. That is true. They are together to try to get 
their premiums increased. I think that is so. 

Senator O’Manoney. Does the situation which is growing up in the 
United States tend to bring about a similar condition? Iam speak- 
ing of the aviation insurance business. Here we have a market in 
which there are only two groups of underwriters remaining 

Mr. Srewarr. Yes. 

Senator O’Manoney. Where once there were three. And with only 
two remaining, according to your judgment, the field of competition 
is necessarily narrowed. 

Mr. Srewart. Yes, sir. 

Senator O’Manoney. Is that right? 

Mr. Srewart. Yes, sir. 


83077—59-———10 











140 THE INSURANCE INDUSTRY 


Senator O’Mauonrey. If this should go on, would it not have the 
necessary result of strengthening the power of the private under- 
writers to regulate their own market and fix the rates that the airlines 
| would have to pay ? 

Mr. Srewarr. Well, I think that is a logical conclusion, sir. I 
have to agree with you. 

Senator O’Manonry. That is all I try to be, logical. 

I thank you very much. 

Mr. Stewart. Thank you, sir. 

Senator O’Manonry. Do any of the staff members desire to ask 
questions ¢ 

Mr. Peck. No questions, 

Mr. Cuumpris. No sir. 

Senator O’Mauonry. Mr. Bolton-Smith ? 

Mr. Bo.ron-Smitu. No. 

Mr. Stewart. Senator, can I be excused now altogether ¢ 

Mr. McHveun. I think, Senator, that. is all we have of Mr. Stewart. 
He can be excused. 

Mr. Srewart. Thank you. 

Senator O’Manoney. Thank you very much. We appreciate your 
coming here. 

Mr. McHveun. Senator, I think we should now continue, if you will, 
with the testimony of Mr.-Byron.May. who was on the witness stand 
at the end of the session yesterday afternoon. 

Senator O’Manonry. Mr. McHugh, I notice Mr. Churchill’s name 
on the list of possible witnesses in connection with.this matter. Has 
he been here ¢ 

Mr, McHueu. No, Mr. Churchill hasn’t been here, Senator. I had 
discussed this matter with Mr. May on the phone a few days earlier 
and told him that we would like to have Mr. Churchill here. Yester- 
day Mr. May arrived and told me that he did not understand that we 
wanted Mr. Churchill at this time and that if we needed him, they 
would arrange to have Mr. Churchill brought down. 

Mr. May. Yes, sir. 

Senator O’Manonry. You may proceed. 

Mr. McHuenu. Thank you for your patience in waiting.. The inter- 
ruption was necessary. 

Will you just briefly restate—Senator Kefauver wasn’t here during 
your testimony yesterday—just what your organization is and whom 
you represent. 


TESTIMONY OF BYRON B. MAY, ACCOMPANIED BY PORTER 
CHANDLER AND JAMES THOMAS, COUNSEL—Resumed 


Mr. May. Well, Senator, we are a group of 40 insurance com- 
panies who are pooled together to write the business of aviation in- 
surance. Without the combined facilities and capacity of those com- 
panies, we could never consider undertaking the insurance on $5 
million to $6 million jets, industrial aid risks, with a $10 million single 
limit of liability. By getting together we create a market to provide 
a facility for the American public who are interested in aviation. 

Associated Aviation Underwriters is not a company or a corpora- 
tion or a partnership. It is purely a trade name under which we oper- 
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ate with no assets of our own, and we do operate as the aviation de- 
partment of each of the companies in the group. 

Mr. McHueu. We have a list of:all of their total companies. We 
had it put in the record yesterday. : 

Senator, I would like to read again into the record the exhibit 
introduced yesterday which is based upon the figures submitted by the 
various companies filing with Company Service Corp., the statistical 
agent for New York State. Based upon the share of the net direct 

_premiums written by all the stock companies in the United States, 
this figure shows that for the year 1952, for all of the business that was 
reported by the stock companies, Associated Aviation’s share of the 
business for the year 1952 was 51.35 percent; for the year 1953, it. was 
53.79 percent; for the year 1954,.47.81 percent; for the year 1955, 
47.27 percent; and for the year 1956, 46.12 percent. This is an overall 
5-year ratio for the period 1952 through 1956 of 49.4 percent. 

Mr. May, do you have any reason to believe that this isn’t a cor- 
rect representation of your share of the business ? 

Mr. May. No,sir. Lam sure your figures are correct. 

Mr. McHvueu. Yesterday, Mr. May, we thouglit we would confine 
and direct our questions to the question of your trip-insurance busi- 
ness or your so-called air-travel business, and at the conclusion of 
your testimony yesterday afternoon we were concerned with the 
question of your various costs. In particular, this committee was 
attempting to determine why, witli the very low loss ratio of approxi- 
mately 25 percent on your air-travel business, so much of the Eiiice 
of 75 cents on each dollar which you handle was going for rental 
costs. I asked you whether you were paying 50 percent of your gross 
revenue as rentals. 

I think you had mentioned in one case the Cincinnati Airport, with- 
out giving us any more of the details about that case. Can you do 
that now # 

Mr. May. Yes, sir. Well, on that point may I go back, Mr. 
McHugh, where you mentioned 75 percent of the premium dollar goes 
for space rentals. 

Mr. McHveu. I didn’t say for space rentals. I said 75 percent of 

the premium dollar goes for something other than the payments 


of 





Mr. May. Total of all expenses because our space rentals, smce we 
have started the air-travel department, you will recall, on October 1, 
1954, is 17 percent of our total premium income. Taking the last 12 
months ending June 30, 1958, that 17 percent goes up to 2014 percent 
for space rentals alone, which is the point you are singling out. The 


balance, when we went into it, was 25 percent for acquisition costs to 
agents. 


Now, the space rentals charges 

Mr. McHven. Excuse me. Just accepting your figures there, this 
is for 1958? 

Mr. May. Yes. For the year ending June 30. 

Mr, McHven. Your rental costs are 20 or 22 percent, did you say # 

Mr. May. 203%. 

Mr. McHuen. Approximately 20 percent ? 

Mr. May. Approximately 20. 

Mr. McHven. And your commissions are 25 percent é 
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Mr. May. Twenty-five; yes, sir. 

Mr. McHveu. Is the balance then profit ? 

Mr. May. No, sir. We have things like rent, light, telegrams—I 
mean telegraph and telephone. Printing is very expensive. 

Mr. McHven. Do you have that lumped under any other category 
such as administrative expenses ? 

Mr. May. No,sir. Regulation 30 in New York calls for an itemiza- 
tion, and I have supplied those figures to your committee. 

Mr. McHvueu. Would you give us an estimate of the remaining 
percentage of the total-business which goes for expenses ? 

Mr. May. Yes, sir. There is a total of about 61 percent expenses. 
We can take 25 outright away for commissions to agents who service 
the counters. These are the insurance agents. That is the normal 
rate of commission. Then we can take out 20—— 

Mr. McHvueu. Excuse me. In that connection, that is to the broker 
who originates the business ¢ 

Mr. May. That is right, and services the counter. It is a local 
broker in each city. 

Mr. McHucu. What kind of servicing at the counter does he do? 

Mr. May. Well, sometimes the airport requires 24-hour-a-day man- 
ning of the counter. That would be three shifts of girls or men to be 
there to answer questions, fill out policies, make change, provide post- 
age stamps, and all the things that go with the normal dispensing of 
insurance to the public. 

Mr. McHvueu. The actual operating costs of that counter, including 
the employees, is borne by the agent. 

Mr. May. Yes, sir. And comes out of his 25 percent. 

Mr. McHvueux. Out of his commission. 

Mr. May. Sometimes it costs him more than that to operate, but he 
figures the advertising value of his name up there, with all the travel- 
ers going through, is of considerable value. If he is very industrious 
and does various things like giving his employees a commission on 
sales in excess of a certain amount in any one day to try to stimulate 
the sales, he may come out with a little profit on the 25 percent, but 
his books are not open tous. That is his business. 

Mr. McHueu. The subcommittee has been attempting to learn just 
what the reasons are behind this apparently very high recent increase 
in rental costs. Will you tell us now, if you can, about this Cincinnati 
airport situation that you had made reference to yesterday. 

Mr. May. Yes, sir. We have just lost that to some other bidder. 
I would prefer, if I may, to give you an example of the Atlanta 
airport that we had had for many years, and when it was—— 

Mr. McHvuen. Before you get on to Atlanta, I recall that you cited 
Cincinnati as a case where at least for some period of time you were 
paying rentals which were 50 percent or more of the gross revenue. 

Mr. May. Then I think I qualified it, sir, by saying I pulled that 
off the top of my head. I mentioned that without knowing—— 

Mr. McHvueu. You believe that is not correct. 

Mr. May. I believe it is in essence right. Atlanta I happen to know 
the figures of. If you would like 

Mr. McHveun. I am not sure yet whether or not you are saying that 
you have made a mistake when you mentioned Cincinnati the first 
time or you just don’t 
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Mr. May. No, sir. I just don’t have the figures. But Atlanta I 
do, and that I think would illustrate your point, 

Mr. McHveu. All right. If Cincinnati is a case where the rental 
was 50 percent or more of the gross revenue, would you provide the 
additional facts on that case and furnish them to the subcommittee? 

Mr. May. I would be delighted as soon as I can get back. 

Mr. McHvueu. Who would have that ce iemeateen 

Mr. May. The air travel department. We have about 100 counters, 
Mr. McHugh, and I can’t carry them all in my mind. The reason I 
know Atlanta, which we lost, is because I was in the Atlanta office 
recently. 

Mr. McHveu. The reason I mentioned Cincinnati was that is the 
one you mentioned. 

Mr. May. I brought it up, yes. 

Mr. McHvueu. Would Mr. Churchill be familiar with the details of 
that case ¢ 

Mr. May. More so than I, but I can get that when I get back. 

Mr. McHveun. Is Mr. Churchill in charge of your air travel de- 
partment ? 

Mr. May. Yes, sir. 

Mr. McHven. He handles that business directly? 

Mr. May. He isthe manager of the air travel department. 

Mr. McHueu. But you are familiar with the department. 

Mr. May. He is supposed to be operating under me but, on the other 
hand, there are only 24 hours in a day and you can’t keep up with 
everything. So the handling of the details such as the percentage of 
space rental charge to income, which is fluctuating every 6 months as 
more or less travelers pass through that ek airport, frankly 
I am not familiar with. 

Mr. McHuexu. Would you explain what you started to describe as 
the situation in Atlanta. 

Mr. May. Yes. We had that for many, many years, and then it 
was put up for bid and the three markets bid. 

Mr. McHvueu. When? 

Mr. May. This I believe was last winter, or maybe as early as 
December of last year. 

Mr. McHvueu. Previous to that time, Associated had the business 
at Atlanta; is that correct? 

Mr. May. That is right. 

Mr. McHveu. For how long a period of time? 

Mr. May. Oh, I would think 4 or 5 years. 

Mr. McHveu. On both counters and machines? 

Mr. May. I believe that is the case. And when the bids were 
opened, we found—— 

Mr. McHuaeu. Excuse me. In connection with this business you 
had at the Atlanta Airport, in addition to your air trip business cov- 
ering both counters and machines, did Associated handle any other 
insurance business of the airport ? 

Mr. May. If they did, I don’t know about it. We might have 
had the airport liability. 

Mr. McHuen. You think you may have had the airport liability ? 

Mr. May. We have for so many airports throughout the country, 
I can’t carry it in my head. 
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Mr. McHueu. Would you find:out for the committee whether or 
not at that time you were also carrying any other business of the 
airport ? 

Mr. May. Right. 

Mr. McHuau. You say there were three bidders at that time? 

Mr. May. That is my recollection ; yes, sir. 

Mr. McHvucu. Who were those bidders? 

Mr. May. The three regular markets; the large markets in this 
business. 

Mr. McHveu. Please name them. 

Mr. May. Mutual Benefit of Omaha, Nebr., the Continental Casual- 
ty Co., of Chicago, and the Associated Aviation Underwriters. 

Mr. McHvuen. By way of some history here, Mr. May, you had 
previously told us that Associated was the first to get into this busi- 
ness, that they pioneered. Can ‘you tell us approximately at what 
period of time each of these other two companies entered the busi- 
ness ? 

Mr. May. Well, I believe that there was a little outfit called the Air- 
port Sales Corp. that was formed in about 1948. That was organized 
by an insurance brokerage firm by the name of Parker & Co., and they 
were adherents and possibly originators of the idea of selling this in- 
surance over counters located at airports, and they started the first 
counter in 1948 at Idlewild Airport. As their business progressed, 
they were in dire need of machines. We had the only going machine 
and one was developed so that they could support their counters with 
machines. We were somewhat loath to go into the counter business, 
having our doubts about the possibility of making a profit out of it, 
bit we finally “bit the bullet” in 1952 and established our first counter 
at the Airline Terminal Building on 42d Street in New York City. 

Since then ‘the counter business has blossomed forth in a big way. 
That, of course, is where the bidding with airports is concerned for a 
spacé for a counter in.an advantageous place where the enplaning pas- 
sengers come through and pass it and see the sign and are reminded, 
oh yes, my insurance. 

Mr. McHven. Is there some relationship between Airport Service 
Co. and one of the two companies you had previously mentioned ? 

Mr. May. Yes, sir. The Continental Casualty bought out Airport 
Sales. 

Mr. McHven. When was that ? 

Mr. May. I don’t have the date. I would guess about 4 years ago. 
The third market is Mutual Benefit of Omaha. 

Mr. McHvuen. Does that mark, then, the entrance of Continental 
into the air trip business when they purchased—— 

Mr. May. Well, I should have made clear that Parker & Co. was 
operating in some capacity, the exact nature of which we don’t know, 
as managers of the aviation accident department of Continental Cas- 
ualty Insurance Co., and so it was their policies that Airport Sales 
was selling all along from their origin. 

Then it was a natural for—apparently, it seemed so to them, any- 
way—for the Continental Casualty to buy out Airport Sales so that 
they had control of the sales outlet that was distributing their own 

olicies. 

Mr. McHvuen. And when did Mutual of Omaha enter this picture ? 
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Mr. May. Well, they came in—I believe they were the last of the 
three. There was an outfit called Teletrip, who developed a third type 
of machine. ° 

They tried to sell it tous. It had certain merits. It would vend a 
stamp each time a policy came out of the machine, which seemed like a 
good idea, except you couldn’t get the 3 cents back from the buyer of 
the policy, and 3 cents is a big percentage of 25 cents; so we couldn’t 
go for that too strongly. Besides, we had our own machine—excuse 
me. We didn’t own our machines. The machine we were renting. 
The owners were assiduously working on improvements, and it was 
running fine. It seemed to be efficient. ‘So we were not interested. 

That left this Tele-Trip with a machine they thought was pretty 
good and nothing much to do with it. So, they got the Mutual Benefit 
of Omaha interested in being the market whose policies would be 
vended by that machine. Tele-Trip thereupon started out trying to 
gather in some airports at which their machines could be located. 

And there were various vicissitudes in the process. Airports were 
already taken care of. The bidding had to go up more and more. 

Mr. McHveu. Is most of this airline business done on a year-to-year 
contract basis ? 

Mr. May. When a contract is signed, I believe it is nearer to a 3- 
year contract than 1. 

Mr. McHvueu. Is that the situation at the present time or has that 
always been pretty much the case with the airports? 

Mr. May. Very much the case. They don’t want to change it every 
year. And it is the case at the present time. There are some 5-year 
contracts. 

Mr. McHueu. Are there some 1-year contracts? 
Mr. May. On the small, little airports, there might well be. Those 
are heardly subject to bid. They don’t produce enough revenue to 

warrant great effort to acquire them. 

Mr. McHveu. Could you give us any indication of the total amount 
< your airport business that you now have on the 5-year-contract 

asis ¢ 

Mr. May. It would be a guess. I would say it was fairly small of 
the total. Probably not—of course, counters, largely. _I would think 
not over 20 percent. 

Mr. McHvucu. Whatabout machines? 

Mr. May. On the 5-year basis? 

Probably in that area. 

Mr. McHvueu. About what percentage would it be on the 3-year- 
contract basis ? 

Mr. May. I would think a little more. 

Mr. McHvueu. About how much you estimate ? 

Mr. May. I am afraid these are not all going to add upto a total 
of 100 percent because I am going by guesswork here, and I think 
maybe 30 percent, 3314. 

Mr. McHueu. Is that to say that, roughly, 50 percent of the busi- 
ness is on a year-to-year basis ? 

Mr. May. Year-to-year or continuous, subject to 30-, 60-, 90-day 
termination by either party. Those are the small little airports, Mr. 
McHugh, that want the facility. There is no great clamor for com- 
petitors to rush in. You wouldn’t get your bait back from buying 
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machines, shipping them in, servicing them. Economics just militate 
against any severe competition for those little ones. 

Mr. McHveu. Is the practice of taking this business on the 5-year 
or 3-year contract basis that one which originated with the sellers of 
the insurance or with the customer ? 

Mr. May. That I can’t tell you, but it is the customer who is in the 
driver’s seat, of course, so I would think it would be the customer. 

Mr. McHvueu. You don’t recall in your own case how it came about ? 

Mr. May. The customer sets the terms and stipulations of the con- 
tract. 

For example, I am just having a survey made in our office of the 
minimum guaranties that we are required to pay to these airports and 
what would happen to us in the event of war or if CARF, you know, 
the civilian air reserve fleet, might be pulled out from the airlines into 
the military; and, if that involved 50 percent of all of the present 
civilian airline planes that are flying, it would be quite a drop in air- 
line passenger traffic in this country, and yet, by the terms of these 
contracts, which the airport sets, we will be required to pay a minimum 
space rental of a very sizable figure even though the business falls off. 

Now, that is a business risk we have to take. Either that, or just 
get out of the business. 

Mr. McHvuen. Yousay the airport sets these terms. They are speci- 
fied in the specifications which the airports send out. 

Mr. May. That is right; yes, sir. 

Mr. McHven. Did you people make the initial suggestion to the 
airports in discussing this bid, that the business be written in that way ? 

Mr. May. Well, way back years ago when we were floundering 
around. 

Mr. McHveu. So that is the reason it came into the specifications, 
in other words? 

Mr. May. It may be. 

We would not suggest a minimum. There is only one airport, for 
example, Miami, which gives us relief in the event of war. 

The concessionaires, all of them including ourselves, get some relief 
if war breaks out. 

Mr. McHueu. Excuse me for interrupting you in connection with 
~- explanation of what happened in Atlanta in order to get the 

ackground of these other two companies. I wonder if you would 
continue. 

Mr. May. When the bids were opened, we found to our dismay that 
we were out. We weresorry to lose the business. 

Mr. McHvueu. When was this? 

Mr. May. This winter sometime. Fairly shortly ago, and we found 
that the winning bid was 70 percent for the first year. It was a 3-year 
bid, 3-year term. 

Mr. McHuen. Seventy percent of what? 

Mr. May. Seventy percent of the current premium income just for 
the right to have a counter in that airport. 

The second year of the 3-year term was 75 percent of the premium 
income, and the third year was 80 percent; which seemed to us highly 
uneconomic. 

Mr. McHvexu. How did you know 80 percent of the gross revenue ? 

Mr. May. Well, we know our premium income because it was our 
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business, and we know what their minimum annual guaranties were, 
which we could rapidly reduce to a percentage. They were opened 
in public, the bids. 

r.McHvuen. What figures did you submit at that time ? 

Mr. May. Ours were materially lower. 

Mr. McHvucu. What were they ? 

Mr. May. I wish I could recite them to you. I would be delighted 
to. Ijustdon’tknow. I would guess, knowing—— 

Mr. McHvueu (interposing). You know exactly the percentage on 
your competitor. 

Mr. May (continuing). Yes; knowing how we are currently bid- 
ding, and we just had one the other day, I would think we would be 
in the neighborhood of 50 percent, possibly a little less, considerably 
lower than that 70, 75, and 80 that I mentioned. 

Mr. McHvuceu. Who was the competitor in that case? 

Mr. May. The Mutual Benefit of Omaha. 

Mr. McHveu. Was that the first experience that you had had with 
anyone quoting rental figures that high ? 

Mr. May. No, sir; we had had it before. 

The first one that occurs to me was Houston, Tex., where they bid 
100 percent of the estimated premium income just to get in. 

Mr. McHvucu. When was this? 

Mr. May. I think this was around 314 or 4 years ago. 

Mr. McHvueu. And again who was the bidder there ? 

Mr. May. Mutual Benefit of Omaha. 

Mr. McHvuau. What did you bid on that occasion ? 

Mr. May. We were so low I have forgotten, and it was a period 
of years ago. 

enator Krerauver. Mr. McHugh, may I ask, why would they do 
that? Why would they bid 100 percent ? 

Mr. May. Senator, it stumps us. We just don’t know. At first the 
only thing we could get out of it was that they were getting a list of 
potential buyers of accident insurance. They are big writers of acci- 
dent and health and sickness insurance, and they were getting the 
names of these people who were buying this 25 cents up to $2.50 cover- 
age, which meant that they are insurance conscious, and in the case 
where the wife was the beneficiary, they had the address of this buyer, 
and perhaps they could solicit him for an annual policy. We couldn’t 
imagine any other reason than that because nobody likes to lose money. 

Senator Keravver. Is it always exclusive in the larger airports? 
Do they have an exclusive contract with one company or the other or 
with several ? 

Mr. May. I would say in most cases. Now, in Kansas City all three 
— are sold. We are just opening a counter in LaGuardia. We 

ave never had a counter there. We have had the machines. The 
other counter operator, which is Continental Casualty, through their 
Airport Sales, will continue, but we will have a competing counter. 

Senator O’Manoney. Off the record. 

(Discussion off the record. ) 

Senator O’Manoney. I would like to ask one question. What is the 
highest rental that you have paid in any airport ? 

Mr. May. $222,000 a year. 

Senator O’Manoney. That was at what airport ? 
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Mr. May. Los Angeles. 

Senator O’Manongy. What percentage was that of the premium 
income ¢ 

Mr. May. It brings in in the neighborhood of $600,000 a year, a lit- 
tle over. Call it 36 percent, I would say. 

Senator O’Manonery. You were paying 36 percent of the premium 
income for the space in the airport. 

Mr. May. For the right to be able to sell the insurance, yes, sir. 

Senator O’Manoney. That indicates that it was a very good bit of 
business. 

Mr. May. We thought so until that United Airlines crash on April 
21. 

Senator O’Manoney. Oh, yes. That was one of these great 
catastrophes. 

Mr. May. $681,000. 

Senator O’Manonry. Nevertheless, as you testified yesterday, in 
‘Spite of that great loss of $600,000 plus, your profits for the same pe- 
riod were over $700,000. 

Mr. Cuanpier. Profits over several years. 

Mr. May. Yes,sir. That was for 4 years less 3 months. 

Senator O’Manonry. Over that long period. And this catastrophe 
was 1 month in the year. 

Mr. May. That is right, yes. 

Senator O’Mauoney. And you unquestionably established this busi- 
ness upon the theory that travel by air was much safer than people 
dreamed it was. 

Mr. May. Well, we went in when nobody else would go in, in 1938. 

Senator O’Manoney. That is right. The other companies wouldn’t 
go in, because they had this complex about the catastrophes that might 
happen. You went in on the theory that travel by air was safer than 
travel by train. That was your testimony yesterday, wasn’t it ? 

Mr. May. Well, it was as safe. 

Senator O’Manoney. What? 

Mr. May. That is was as safe, yes, sir. 

Senator O’Manonry. Is it. not a fact that your judgment on that 
was found to be correct by your experience ? 

Mr. May. Well, I believe it is something like 28 times safer to fly 
than it is to go in your personal automobile or a taxi, but when you 
come to railroads, and include the hundreds of millions of commuter 
passenger miles, it is not true. Right now it may be. This ratio— 
Ed Kelly, from the ATA, who is in the audience right here could tell 
you very rapidly but offhand I don’t know. It may be a standoff 
between airlines and railroads, including commuter traffic. 

Senator O’Manonry. With respect to airlines and automobile traf- 
fic, there is no question that-——— 

Mr. May. None whatsoever. 

Senator O’Manoney. That air traffic is much safer, and therefore 
you are able to issue these insurance policies at what seems like a 
ridiculously low premium. 

Mr. May. Yes, sir. 

Senator O’Manoney. 25 cents for $6,250 on the lowest of your 
policies. 

Mr. May. Right, and improve the policy conditions, broaden them 
greatly. 
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Senator O’Manoney. You don’t.contemplate abandoning this busi- 
ness at all; do you? 

Mr. May. I hope we will never have to: 

Senator O’Manoney. You are making very high bids to obtain the 
right to conduct the sales in the air ports that have the large traffic? 

Mr. May. Yes, sir. 

Senator O’Manoney. That is where the business is. So it turns out 
to be a very successful business. 

Mr. May. Marginal. 

Senator O’Manoney. Marginal? 

Mr. May. $707,000 profit in 4 years, with 1 loss 

Senator O’Maunoney. That United Airlines disaster was an extraor- 
dinary disaster. 

Mr. May. Yes, sir; but when the jets come down this a and they 
are just around the corner, they will be carrying 150 people. 

Senator O’Manoney. Oh, but Mr. May, the Bice of the United 
States has recently passed legislation which was designed to improve 
safety on the airways. 

Mr. May. We were delighted, sir; yes, sir. 

Senator O’Manoney. I think it will work to your great advantage. 
We felt that. it was necessary to regulate even the military traffic in 
the public interest. 

Mr. May. Right. 

Senator O’Manoney. That was a demonstration of the great value 
of public regulation of some types of industry. It is to the advantage 
of the insurance industry that we have Federal public regulation of 
aviation traffic, and it may be to the interests of the aviation insurance 
industry and the airlines and the passengers if we also have Federal 
regulation of aviation insurance. 

Mr. May. I would like to disagree with that, sir. 

Senator O’Manoney. Of course. I expected that. 

Mr. May. For valid reasons. 

Senator O’Manoney. That is why I said it might be. We are 
waiting for the demonstration. 

Mr. McHugu. I understand, Mr. May, that you have just recently 
been awarded the business at the new Miami International Airport. 

Mr. May. I learned that just this week ; yes, sir, for sure. 

Mr. McHvueun. Senator, I would like to read from-—— 

Senator O’Manoney. Off the record. 

(Discussion off the record.) 

Senator O’Manoney. Thank you very much. 

Mr. McHuen. Senator Kefauver, we have here an analysis of the 
bids on this job submitted to the subcommittee by the city of Miami. 
This is a tabulation of the bids, and shows that, for the new 20th Street 
terminal, the Associated Aviation Underwriters offered to pay a mini- 
mum guaranty of $172,172 for each of 3 years. 

Mr. May. I know that figure. 

Mr. McHvueun. I am informed that it is for each of 5 years. 

Mr. May. Whatever the term of the contract was. 

Mr. McHven. Are you familiar with that contract ? 

Mr. May. I am familiar with the $172,000 figure. 

Mr. McHveu. : ou don’t know whether or not it is for 3 or 5 years ? 

Mr. May. No; I don’t know. 
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Mr. McHvuexu. What was your estimate as to the volume of busi- 
ness in connection with that job? 

Mr. May. Well, I am sorry, sir. I don’t carry all that in my head. 
We had reams of worksheets on it. 

Mr. McHven. Isn’t that something, Mr. May, which you just re- 
cently completed doing? 

Mr. May. I would say it was about 214 weeks ago. 

Mr. McHvueu. Give us some idea of what your estimates were of 
the total business. 

Mr. May. We knew the present volume of premium at, I believe, 
2 of the 3 counters because, I believe, we have those. 

Mr. McHvuex. How much was that? 

Mr. May. Mr. McHugh, I am way off base. I don’t recall at all. 
I have had so many things going through the old mind in the mean- 
time that I don’t remember that. Churchill had the worksheets, 
brought them in, explained them to me, and I approved them and we 
let her rip. We made our bid. 

Mr. McHveu. Can’t you give us some estimate as to the judgment 
you made as to what percentage of the gross revenue you expected 
this $172,000 was? 

Mr. May. Well, we anticipated—there are three new airlines com- 
ing into Miami which will augment the present traffic volume. We 
had to estimate that. There is the normal growth of that whole area. 

Mr. McHveu. Just give us the figure that you estimated at that 
time. 

Mr. May. I can’t; I am sorry, sir. 

Mr. McHvecu. Do you have any idea? 

Mr. May. I have none. If I had known, I would have had all the 
Miami figures here. 

Mr. McHveu, Senator, I would like to read—— 

Senator Kerauver (temporarily presiding). If it is important, 
you can probably get it. 

Mr. May. Very easily; yes, sir. 

Senator Keravuver. Suppose you do that. 

Mr. May. Would you Vike it by telephone today, or can I write it 
down for you? 

Mr. McHveu. Suppose we let that go, Senator, until we have fin- 
ished, and we will decide what we have developed here and we can 
work something out, 

Mr. May. I had no idea you wanted that. Iam sorry. 

Mr. McHueu. I would like to read now from a letter which was 
sent to me, dated August 6, from Mr. L. C. Lovass, manager, insur- 
ance division, metropolitan Dade County, Fla. 

DonaLp P. McHvueu, Esq., 


Care of Hon. Joseph C. O'Mahoney, 
Senate Office Building, Washington, D. C. 


DeaR Mr. McHueH: In accordance with your telephone discussion with 
Hon. Ralph A. Fossey, chairman, Dade County Port Authority, I have been in- 
structed to accumulate as much of the material as possible on the trip insur- 
ance concession at the Miami International Airport. That material is en- 
closed. 

Unfortunately, some parts of the proposals could not be reproduced. Those 
various items are shown on the lists attached to each of the sets of papers for 
each proponent. We sincerely hope that this material will be of value to you. 
If you have any further question of any kind, please do not hesitate to contact 
this office. 








THE INSURANCE INDUSTRY 151 


Along with the proposals received from Mutual of Omaha, Associated Avia- 


tion Underwriters, and Airport Sales Corp., specifications were requested by 
and sent to the following organizations: 


Mr. Eugene Beese, Circle Insurance Agency, Inc., Miami Springs, Fla. 


Mr. Marvin H. Tinsley, Tinsley-Hessen Insurance Agency, Inc., South Miami, 
Fila. 


Mr. William J. Hartnett, Hartnett, Inc., Coral Gables, Fla. 

Mr. Frank Gabor, Gabor & Co., Inc., Miami, Fla. 

Mr. Stamm, Equitable Insurance Company of Iowa. 

None of the five listed above submitted proposals. 

The board of the Dade County Port Authority has officially accepted the pro- 


prosal offered by Associated Aviation Underwriters and all proponents are being 
so notified. 


At the present time, this type of insurance is being handled through the follow- 
ing outlets: 


1. Thirty-sixth Street Terminal, under an insurance concession contract be- 
tween the Dade County Port Authority and Associated Aviation Underwriters. 

2. Pan American Airways ticket counter in the 36th Street Terminal, under a 
contract between Pan American and another concessionaire. 


3. Eastern Air Lines Terminal, under a concession contract between Eastern 
Air Lines and Associated Aviation Underwriters. 


From information made available to us, it appears that the total gross premium 
income from the above sources is approximately $277,000. 

This tabulation shows, Mr. May, that for the new terminal on which 
it was estimated the gross premium would be $350,000, you had agreed 
to pay rentals of $172,172; is that correct? 

r. May. Slightly less than 50 percent ; that is correct, sir. 

Mr. McHuen. I believe it comes out to exactly 49.19 percent. 

Mr. May. Slightly less than 50. 

Mr. McHvueu, This figure shows, Senator, that the two companies 
submitting bids, Mutual of Omaha and Airport Sales Corp., whom 
Mr. May has already identified as being the sales agent for Continental, 
submitted bids on this business which were substantially below the 
figure quoted by Associated. 

For instance, in the case of Airport Sales Corp., they offered to pay 
a minimum guaranty of $94,000 a year as against $172,000. 

Mutual of Omaha, the other, offered a guaranty for each of the 5 
resis, which increased each year. It begins with a low of $67,000 to a 

igh of $122,000 for each of the 5 years. 

Mr. May, does your company plan to make money on obtaining 
business in which the rentals are approximately 50 percent of the gross 
revenue ¢ 

Mr. May. Sir, it would look as though we had more optimism about 
the growth of the traffic in Miami than our competitors did. This is 
not true countrywide. We have been losing airports to them. 

In this case, we wanted to hang on to what we had. We have great 
faith in the area, that its growth is going to be very substantial. 

Mr. McHvueu. Do your figures differ substantially from the esti- 
mates made by Dade County authorities of $350,000 a year? 

Mr. May. I would think we would probably come out about the same, 
using the same growth factors. 

Mr. McHvueu. So you were offering to take this business, then, upon 
the realization that your rentals during the 5-year period would be 
approximately half of the total revenue. 

Mr. May. This is only the first year. There is growth each year. 
There has been in the past. It might be by the end of the fifth year 
that you would have doubled that, $700,000 or more, It is not impos- 
sible with that growth in the area. 
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Mr. McHuen. Had you made estimates concerning what the gross 
was over the 5-year period of this contract ¢ 

Mr. May. Yes.. Lamsure that we had that. 

Mr. McHven. Can you give us some approximation of what they 
were ¢ 

Mr. May. If I only had known you had wanted the story on Miami, 
I would have had it fully for you. But I didn’t know. 

Senator Krrauver. Suppose you furnish that. 

Mr. May. Yes,sir. I would be delighted to. 

Senator Kerauver. Mr. May, you said in the case of Mutual Benefit 
of Omaha that getting the names of the beneficiaries and the persons 
who buy insurance was probably of some value to them in their effort 
to sell other types of policies. 

Mr. May. Yes, sir. 

Senator Kerauver. Isthat true of your companies? 

Mr. May. We tried it, Senator, in a very limited manner, and got 
nothing back—nothing to make the effort worthwhile. But others did 
not know that. 

Senator Kerauver. How do you know that Mutual of Omaha used 
the names for the purpose of soliciting other insurance / 

Mr. May. Well, Senator, we. don’t know; but we were in a quandary. 
As you mentioned, why would anybody pay such rentals when they 
had to staff the counter, pay claims, and print policies? 

I think I replied that all of us—we may be in business for pleasure, 
but there is no pleasure if there is no profit. And there must be some 
way in which they were working out a chance of a profit on it. 

Mr. Cuanoter. I think, Senator, if you will check the record, Mr. 
May said he didn’t know the reason, but he assumed that something of 
that sort might be. 

Senator Kerauver. They do do a good deal of soliciting in an effort 
to sell by mail. 

Mr. May. They do; yes,sir. I receive their mail. 

Senator Kerauver. When you tried it, did you try it in the name of 
your member companies or did you try it in the name of Associated ? 

Mr. May. Senator, we only use one company on all that effort, so 
we will not double up on our limits. 

There is a maximum limit of $62,500 that we want to give; so, we 
always use the Fidelity & Casualty Company of New York, and the 
effort was made by us in their name to stimulate annual policies, but 
it was so fruitless that we dropped the effort in a representative 
period. 

Mr. Cruanpier. Could [ask a question ? 

The annual policies you were trying to solicit were aviation 
policies ? 

You were not in the business of soliciting ordinary sickness and 
health business ? 

Mr. May. Oh, not a bit. 

Mr. Cuanoter. In that respect you were different from Mutual of 
Omaha ? 

Mr. May. Entirely: yes. 

Senator Kerauver. All right. 

Anything else, Mr. McHugh? 

Mr. McHvuan. Mr. May, if you were not paying rentals this high— 
50 percent of your total premium—if these were down to a more reason- 
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able figure, wouldn’t it be possible for you to either increase the 
principal sum or lower the amount or in some way extend the coverage? 

Mr. May. It would certainly be a possibility, Mr. McHugh. We 
are faced with this rather unknown future of the jet transports, and I 
think perhaps we should have a little bit more fat on our bones than 
$707,000 in 4 years. 

Mr. McHvueu. Nevertheless, you were willing to go out seeking a 
business in which you will pay 50 percent of the gross revenue as 
rentals ¢ 

Mr. May. We would much rather have not had to pay this, but we 
didn’t know what our competitors were quoting, and in many cases, 
they were higher than this. 

I mentioned Atlanta and Houston, and I am sure if I were living 
with this thing all the time, which I am not—because there are so 
many other facets of our business—that I could quote you other 
examples. 

We had no idea, no access to what they were going to quote. It is 
the old competitive system. We had it. 

Mr. McHueu. Senator, may I take just a minute to introduce an- 
other exhibit which is a document submitted to us by the Washington 
National Airport covering the period 1953 to 1957, which shows the 
contractor as Fidelity & Casualty on machines only. It shows the 
gross revenue and the Government revenue, and it shows the terms. 

Will you tell us who is Fidelity & Casualty ? 

Mr. May. That is our company of issue. 

Mr. McHwuen. So that for the period 1953 through 1957, at the 
Washington National Airport, you had the counter business. 

Mr. May. Machines only. 

Mr. McHvueu. Machine business. Excuse me. 

Mr. May. Yes. 

Mr. McHven. Senator, this shows that for the year 1953, the gross 
receipts were approximately $36,000. The rental was $4,753. The 
terms at which that was quoted were 13 percent. 

For the year 1954, the gross revenue was approximately $34,600 ; the 
rental was $4,498 ; the terms were 13 percent. 

For the year 1955, the gross revenue was $35,325; the Government 
revenue, $4,592.31; and the terms 13 percent. 

For 1956, gross receipts, $35,507; the Government revenue or the 
rental, $4,616; terms, 13 percent. 

Then, for the year 1957, gross receipts declined to $27,968.50. The 
revenue or the rental paid was $12,756. This is based on a 13 percent 
ora minimum guaranty of $12,766. 

Senator, the amount paid for 1957 by Associated was approximately 
45 percent of the gross revenue. 

Was this contract entered into in 1957, a 1-year contract, or was that 
for a longer period of time? 

Mr. May. Sir, I am sorry to tell you, I don’t know anything about 
this. I don’t. 

Mr. McHvau. Do you have any idea why Associated was willing to 
pay 45 percent of the gross revenue in 1957, after the records of the 
airport's receipts showed a decline from 1953 down to the present 
time / 

Mr. May. Our companies put me in charge of this on November 22, 
1957, and I know nothing about this. | 
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Mr. McHven. Senator, I think probably it will be necessary to have 
Mr. Churchill come down to explain some of this information, since, 
obviously 

Mr. CHANDLER (interposing). We can get whatever information for 
the record is available, if you wish. If you will tell us what you want. 

Mr. May. Very gladly. 

Mr. McHveu. I think the only way to properly develop that would 
be through Mr. Churchill and let him bring the necessary records with 
him. 

Senator Kerauver. Senator O'Mahoney is in charge of this hearing. 
I would like for the matter to be submitted to him to see whether 
information could be secured by written or oral request, or whether it 
is necessary for Mr. Churchill to come down. 

Mr. Cuanpbuer. Can you tell us what it is, precisely, you want on 
this Washington Airport situation ? 

Mr. McHueu. We would like to examine the witness in some detail 
primarily to get some idea not only of the statistics, but the basis on 
which he arrived at the figures submitted. This involves a certain 
amount of judgment, which I assume can only be obtained by exami- 
nation. 

Senator, we have nothing further, then, with Mr. May. 

Senator Kerauver. This should be made a part of the record. 

(The document referred to may be found in the appendix on p. 819.) 

Mr. CuHanpbier. Senator, could I ask about three questions of this 
witness, or would you rather have me submit—— 

Senator Kerauver. Go ahead. 

Mr. Cuanpuer. Mr. May, I would like you just to tell the subcom- 
mittee in your own words very briefly what you regard as the major 
points of difference between aviation and other insurance. 

Mr. May. Well, I would say that there were two. In the first place, 
there is the terrific catastrophe risk which I mentioned yesterday. 
We figure at the moment we have an exposure of $16 million on one 
airplane and that very shortly when the jets run, it will be $22,500,000. 
The total premium volume reported to New York State by all com- 
panies last year was only $46 million. We obviously only have a 
share of that. I think that catastrophe factor is what has been keep- 
ing other groups from being formed to provide this competition that 
has been referred to today. If there is a reasonable chance of a profit, 
those companies would be rushing in to form such groups, but our 
chance of profit is so restricted—not profit, but the chance of losing 
everything we built up is so great. 

And the second one is the small number of exposures. There are 
only 65,000 civilian airplanes in the United States as contrasted with 
some 65 million automobiles. A half of those 65,000 airplanes we 
wouldn’t want to insure if we had the chance to. Then we are in 
competition with many other markets for the remaining 32,500. That 
is your main difference between aviation and the other types of 
insurance. 

Senator Keravuver. Mr. May, are the rates and the coverage sub- 
stantially the same with Associated and with USAIG? 

Mr. May. Well, Senator—— 

Senator Kerauver. On trip coverage? 
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Mr. May. On trip, USAIG is not in. They don’t write that airline 


trip. 

ati Keravuver. On nonairline business are the rates about the 
same ¢ 

Mr. May. Well, water seeks its own level. Let us say this. It isa 
desirable risk over here and all the markets are quoting on it, and we 
know what we have quoted, and we didn’t get it. We realize we were 
toohigh. This afternoon another risk comes over here. We will have 
to moderate the level of our rate and we find we have got that one. 
You have a feel of what your competition is doing. In that way they 
are bound to stabilize to a degree. 

Senator Krrauver. Are there any other questions you wanted to 
ask ¢ 

Mr. Cuanpter. Yes, sir; just a couple. Senator, Mr. May this 
morning spoke of the risks to airplanes and the fact that, of course, 
there might be a very serious catastrophe by an accident to an airplane 
while airborne. 

Are you subject to catastrophe matters on airplanes even not air- 
borne ? 

Mr. May. Oh, yes. Our worst loss 

Mr. Cuanpier. Can you give me an illustration ¢ 

Mr. May. Our worst loss in our history was on June 29, 1957, when 
two Eastern Airlines planes collided on the ground at Miami. It 
was 2 o'clock in the morning. One was taxiing in and his brakes 
were faulty, and he reversed his engine and one engine was out on 
one side and it swung around right into a waiting Constellation and 
the gas in the wing tanks all came out as the Douglas DC-7 ran into 
that triple fin of the Constellation, and with the engines blowing air 
forward, all this gasoline poured over the plane in front and over 
the hot engines of the plane that crashed into it and both of them 
burned to destruction. 

Mr. Cuanpter. There was no loss of life either, was there ? 

Mr. May. No loss of life at all. 

Mr. Cuanpbier. What was the loss of money to the insurance 
company / 

Mr. May. That happened on a Saturday morning, at 2 o’clock a. m., 
and our first day of business, Monday, before noon we sent them a 
check for $3,395,000. That was on the ground and no loss of life. 

Mr. Cuanpier. Mr. May, there was testimony yesterday by the 
oe witness, Mr. Smith, as to the international group, and Mr. 

mith said that his recollection was that Associated Aviation Under- 
writers had joined that group for 1 year, had never attended any 
meetings, and had then withdrawn. 

Have you checked on that question and can you give me any further 
information about it ? 

Mr. May. Yes, sir. I made a cursory check of that before leaving 
New York because I had heard it rumored that that was the impres- 
sion other people held, and I could find no evidence of it, but rather 
than leave it at that, we telephoned the top people in our New York 
office who were there and have been there for many, many years, 
and we can find no evidence whatsoever of any payment of any kind 
to the International Association. Of course, we attended no meetings, 
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as they admitted or stated. And we have no record other than the 
correspondence of which you have copies, Mr. McHugh, where we 
were invited to join and my declination, quite a few years ago, for our 
organization. 

We therefore feel very confident that we never were a part of that 
organization. 

Mr. Cuanpter. Mr. May, only yesterday there was one question 
and answer which I think requires a little elucidation because it isn’t 
awfully clear in the record, a question by Mr. McHugh at page 277: 

Mr. McHuenu. But isn’t it true, Mr. May, this is the standard method in de- 


termining what your loss ratio is? It is the percentage which your incurred 
loss, including allocated claim expenses, bears to your net written premiums? 


The answer by you: 

Mr. May. If you are interested in loss ratio alone, that is quite correct, Mr. 
McHugh. But you will find that the commissioners’ convention statement of 
course takes in expenses. This would be highly misleading. 

Perhaps because I am not an insurance man, that answer doesn’t 
explain the story to me, and I would appreciate it if you would am- 
plify it in any-way you can. 

Mr. May. Yes. I didn’t realize it read that way. I meant to say it 
would be misleading if you omitted expenses because the final result 
is the net dollar that the company retains. 

Mr. Cuanpter. What is the commissioners’ convention statement? 

Mr. May. Well, that isa form that the NAIC, National Association 
of Insurance Commissioners, approved many years ago and is a form 
followed by the various insurance companies of the country in re- 
porting, in making their annual statement. 

Mr. Cuanoter. One final question. With regard to the English 
market, have the English companies taken away from you any do- 
mestic United States airline insurance writing? 

Mr. May. Yes, indeed. Five major airlines. 

Mr. Cuanoier. That is all. 

Mr. May. Would you like—— 

Senator Kreravuver. What English company or companies? 

Mr. May. Well, Senator, it is more the English market. It is such 
a heterogeneous mass of capacity over there that you can’t really ana- 
lyze it. Continental markets came in, the Scandinavian market, even 

loyds of Morocco which is there or can be used as a reinsurer. So 
when we lose an account to London, we are not able to identify the 
exact market that took it. 

Senator Kerauver. You are speaking of the airline business here in 
the United States ? 

Mr. May. Yes, sir. The five are right well known airlines to you. 

Senator Kerauver. Have you taken any of their market ? 

Mr. May. No. Wait a minute. One. Ethiopian Airlines; yes, sir. 

Senator Keravuver. Do you think that two companies in the United 
States in this business is sufficient competition ? 

Mr. Cuanpbter. It is two groups. 

Senator Keravuver. I mean two groups. 

Mr. May. I would say the competition was as strenuous, severe, and 
effective as you can imagine. Just this week, for example, the USAIG 
took a very fine account away from us. I learned about it on Monday. 
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It was a manufacturing account involving premiums of close to 
$200,000. We weren’t happy about that. 

Senator Kerauver. Anything else? 

Mr. McHveun. One last question, Senator. 

We have a table submitted to us by the United States Aviation In- 
surance Group which shows that from the year 1948 through 1958, the 
only business which USAIG has lost to Associated during that period 
of time were three airlines. They are Hawaiian, National, and South- 
west. As I understand, USAIG got National back. 

Mr. May. Yes. They took that from us. I didn’t realize they had 
it way back there. We had Southwest. They took that back, took it 
from us. 

Mr. McHvuau. Does this represent the complete list, to your knowl- 
edge ? 

Mr. May. I filed with your committee, Mr. McHugh, a page-long 
list of swappings of airline accounts in the competitive saaibnk. 

Senator Kerauver. Could it be made an exhibit ? 

Mr. McHucn. We would like to have each of these documents made 
a matter of the record, Senator, showing the business which USAIG 
has lost to various competitors from 1948 to 1958, and a similar docu- 
ment filed by Associated Aviation Underwriters which shows the busi- 
ness lost by Associated to various other competitors, including 
USAIG;; it shows for the years in question four airlines were lost by 
Associated to USAIG since 1948 to the present time; National Airlines, 
Los Angeles, Southwest, and American Overseas. 

We would like to have these made part of the record. 

Senator Krrauver. Very well. They will be made part of the 
record. 

(The documents referred to may be found in the appendix on pp. 
302, 459.) 

Mr. Cuanpter. Do I understand, then, for the record that Mr. May 
is excused now ? 

Mr. McHveun. I think 

Mr. Cuanpier. And if you need him back again you will, of course, 
let us know. But he is not required to be back at any specified time. 

Mr. McHveu. That is right. We will discuss this with Senator 
O’Mahoney, who is presiding, to find out what the future will be. 

Mr. CHANpbLer. What additional information you need from us and 
whatever witness? And whether it will be necessary to have Mr. May 
again or Mr. Churchill. 

ear Keravver. Are there any other out-of-town witnesses here 
today ? 

Mr. McHvueu. Mr. Harold Wayne is here. We had called him, 
Senator, and I told him that we would make an effort to reach him 
today, but if we weren’t able to get to him, I thought we could dismiss 
him at this time. 

Senator Keravuver. Very well. 

The committee will stand in recess subject to the call of the Chair. 


(Whereupon, at 12:55 p. m. the hearing recessed subject to the call 
of the Chair.) 
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THURSDAY, AUGUST 14, 1958 


Unirtep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:20 a. m., in room 
457, Senate Office Building, Senator Joseph C. O'Mahoney presiding. 

Present : Senator O’Mahoney. 

Also present : Donald P. McHugh, counsel ; Gareth M. Neville, assist- 
ant counsel; Louis Rosenman, attorney; Wilbur D. Sparks, attorney ; 
Theodore T. Peck, counsel to Senator Dirksen; and Carlile Bolton- 
Smith, counsel to Senator Wiley. 

Senator O’Mauoney. We have 3 witnesses scheduled for this morn- 
ing, and I am hoping that the staff, having been fully prepared, will 
proceed rapidly with the interrogation of the witnesses, so that all 3 
may be heard by noon. 

Mr. Neville, I take it that you are ready to proceed with the first 
witness ? 

Mr. Nevitte. That is right, Senator. 

Senator O’Manoney. Will you be good enough to call him? 

Mr. Nevitie. The first witnesses are James Barrett, Mutual of 
Omaha, and Mr. Paul F. Brabazon, of Tele-Trip. Mr. Barrett, will 
you identify yourself and your associates ? 


STATEMENT OF JAMES E. BARRETT, MUTUAL BENEFIT HEALTH & 
ACCIDENT ASSOCIATION; ACCOMPANIED BY PAUL F. BRABAZON, 
PRESIDENT, AND BERNARD STONE, SPECIAL COUNSEL, TELE- 
TRIP CO., INC. 


Mr. Barrett. Yes, sir. My name is James E. Barrett, 5011 Rock- 
mere Court, Washington 16, D.C. Iam an officer of the Mutual Bene- 
fit Health & Accident Association, and the gentlemen with me—on 
my right is Mr. Paul F. Brabazon, president of Tele-Trip Co., Inc., 
and the gentleman on his right is Mr. Bernard Stone, special counsel 
for the company. 

Mr. Nevitte. What position do you hold with Mutual of Omaha, 
Mr. Barrett? 

Mr. Barrett. I am an assistant vice president and assistant to the 
president, sir. 

Mr. Nevitte. And Mr. Brabazon? 

Mr. Brasazon. I am president of the Tele-Trip Co., Inc. 
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Mr. Nevitte. Do you have a prepared statement ? 

Mr. Barrett. I do, sir. 

Mr. Nevitie. Would you proceed ? 

Mr. Barrett. Thank you, sir. 

Mr. Chairman, my name is James E. Barrett, 5011 Rockmere Court, 
Washington 16, D.C. Iam an officer of the Mutual Benefit Health & 
Accident Association, of Mutual of Omaha, a Nebraska corporation 
with general offices in Omaha, Nebr. I am appearing here today in 
response to the subpena of the subcommittee. 

Mutual of Omaha, next year, is celebrating its 50th anniversary and 
is one of the true pioneers in the field of health and accident insurance. 
In these 50 years, Mutual of Omaha has become the largest exclusive 
health and accident company in the world. 

As a pioneer in the field of personal accident insurance, Mutual of 
Omaha has first introduced air travel accident insurance to its policy 
owners as early as 1929, by providing an endorsement at no extra 
charge to its policy owners, and since provided such coverage in its 
newly issued policies. 

At the request of our general agents and our policy owners, Mutual 
agreed shortly after World War II to make its air travel insurance 
available in the Nations’ airports. 

As a practical matter, we found after we had examined the situation 
that we were precluded from doing this because airport managers 
would not permit us to operate since we lacked a validating machine 
with which to sell this insurance. 

Mr. Nevitie. Mr. Barrett, did you make any specific efforts actually 
to obtain access to this market ? 

Mr. Barretrr. Yes; we did, sir. 

Mr. Nevitix. Could you tell us what they were? 

Mr. Barrett. I believe Mr. Brabazon, Mr. Neville, would be in a 
better position 

Mr. Nevitxe. I am referring to Mutual of Omaha efforts in this 
period right after World War II that you have just referred to. 

Mr. Barretr. Yes, sir. 

We, at the request of our general agents of which we have over 100, 
and some 300 subagents in district offices around the country, came 
to us and said that they wished they could make insurance available 
in their local airports for their many thousands of policy owners. 

After we had been so advised, we approached 1 or 2 airports, with 
the idea in mind that we would try to sell some insurance. They asked 
us if we had a validating machine which was the common method 
at that time of marketing this insurance. 

Of course, we had none, and so at that time we laid the idea aside. 

Mr. Nevitie. Thank you. Will you proceed ? 

Mr. Barrerr. Therefore, when Mr. John M. Shaheen, president of 
Tele-Trip Policy Co., Inc., of New York, approached us in August 
of 1953 to be the underwriter for travel insurance in the airports 
using his machines, we welcomed this opportunity to extend our cov- 
erage to the traveling public. 

We continued this arrangement with Mr. Shaheen until August of 
1955. At that time Mr. Shaheen found that the cost of acquiring sites 
in the airport was more than his limited capital would allow, and 
Mutual, desiring to continue to give the public an opportunity to 
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buy its coverage at the airports, had no alternative than to purchase 
the machine and other insurance facilities then owned by Mr. Shaheen’s 
company. 

Mutual now, through its wholly owned subsidiary, Tele-Trip Co., 
Inc., of Delaw: are, str ives to continue to provide air travel insurance 
in the various air ports throughout the United States. 

A record of our premium income and our losses on air travel in- 
surance has previously been submitted in compliance with your re- 
quest. 

Many of the vicissitudes which we have encountered will be ex- 
plained by Mr. Paul F. Brabazon, president of Tele-Trip Co., Inc., 
who is here with me. 

Mutual as an underwriter, Mr. Chairman, has always been dedi- 
cated to the principle of providing the broadest coverage at the lowest 
possible costs and so we recite with pride the many changes that have 
occurred in the coverage offered to the air traveler in the relatively 
short time that we have been engaged in the selling in the airports. 

In March 1954, shortly after Mutual became active in the field, the 
current coverage ‘of $5, 000 benefits for 25 cents in premium was ex- 
tended to $6,2! 50 for 25 cents premium. 

We feel that this rate change was an immediate result of our enter- 
ing this field. 

In the fall of 1954, Mutual was 1 of 17 insurance companies in- 
vited by the Military Air Transport Service to submit proposals for 
the pr ivilege of extending i insurance coverage to the many thousands 
of servicemen, their wives and their families, and others who traveled 
the Military Air Transport Service in the interests of our national 
welfare. 

Senator O’Manoney. May I interrupt you, Mr. Barrett? 

Mr. Barrett. Yes, sir. 

Senator O’Manonry. Why do you feel that this rate change by 
which the amount of the benefits was increased from $5,000 to $6,250 
for the same 25-cent premium was the result of your entering the 
field ? 

Mr. Barrerr. At that time, Senator, shortly after we entered the 
field, we believe the rate change, which was first announced by one of 
our competitors, was done as the immediate result of our being in 
the business to give them a competitive edge in the securing of air- 
ports, and so, because we entered the field, we believe that this change 

came about. 

Senator O’Manonery. The other company made the change first? 

Mr. Barrett. Yes, sir. 

Senator O’Manoney. How long did it take you to follow? 

Mr. Barretrr. Immediately. It took us roughly, sir, it takes about 
60 to 90 days to make those changes in the process, and we made 
them immediately. 

Senator O’Manonry. You lost no time? 

Mr. Barrett. No, sir. 

Senator O’Manonry. In providing the same increased benefits ? 

Mr. Barrett. That is correct, Senator. 

Senator O’Manoney. Thank you. 

Mr. Nevitie. Mr. Barrett, how many companies were in the field at 
this time? 
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Mr. Barretr. At this time there were 41 companies, roughly, Mr. 
Neville. There was Continental Casualty Co., of Chicago, and the 
Associated Aviation Underwriters which I believe comprises roughly 
41 companies. 

Mr. Nevitte. And yourselves? 

Mr. Barrett. And ourselves. 

Mr. Nevitte. Then, you are telling us that there were actually 3 
markets or 3 groups 

Mr. Barrett. Yes, sir. 

Mr. Nevitiz. Two groups and one company, is that right ? 

Mr. Barrett. Yes, sir, a group and two companies. 

Mr. Nevitte. Thank you. 

Mr. Barrett. Upon reviewing MATS outstanding safety record, 
Mutual, for the first time in insurance history, volunteered to offer this 
phase in military aviation the same rates for passengers insurance as 
was then being offered to commercial travelers on scheduled airlines. 

Wealso offered a system of active merchandising of this insurance in 
the 35 countries throughout the world so that any MATS passenger, 
no matter how remote, would have easy access to this low-cost in- 
surance. 

While we were considering our proposal to MATS, we reviewed the 
then existing system of rates for international travel, realizing that the 
average GI would not have $20, the then rate, to buy insurance for 
travel to certain parts of the world, and so concurrently with the 
extension of our commercial rates to MATS, Mutual made the first 
change in international rates that have been put into effect in modern 
day air travel insurance. 

In so doing, we reduced the rates as much as 75 percent by establish- 
ing a simplified two-zone rate for the world. 

Senator O’Manonery. May I interrupt ? 

Mr. Barrett. Yes, sir. 

Senator O’Manoney. You give the figure for the rate at the time 
that you made this change or the proposal to MATS—the rate for 
the average GI was $20 to buy insurance for travel to certain parts 
of the world. I would like to know what particular parts of the 
world you have in mind, and what insurance the GI was able to buy 
for $20. 

Mr. Barrett. Yes, sir. 

At the time that we made the proposal to MATS, that MATS asked 
for a proposal, I should say, and we replied, the Military Transport 
had available through another company a type of policy, insurance 
coverage, which was sold, Senator, on the day basis rather than on the 
trip basis, as is commonly done in the airports for commercial trav- 
elers. It is called short-term insurance in the business. 

That was available to the MATS passengers at that time. The 
pads were available through the military personnel. It was not mer- 
chandised and it was difficult for many to get that. 

At the time that we proposed to MATS that we extend to them 
commercial rates, the commercial rates that we were proposing to 
extend included a premium of $20 for $62,500 worth of coverage to 
certain parts of the world which would include most of the Pacific 
and some parts of Asia, where these soldiers were traveling. 

Senator O’Manonery. Was the insurance available to all ports to 


which MATS flew ? 
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Mr. Barrerr. MATS thought, sir, that it was practically unavail- 
able, that is why they asked some cz irriers to come in and offer them 
an insurance facility. 

Senator O’Manonry. My question is a simple one: Did this new 
insurance that you offered go to every airport throughout the world 
that MATS served ¢ 

Mr. Barrerr. Yes, sir. Yes. 

Senator O’Manonry. So that when you say “certain,” it does not 
mean certain ports or certain points; it does not mean that Mutual 
selected those points 

Mr. Barrerr. No, sir. 

Senator O’Manonry. To which the insurance would be available, 
but that they were the points to which MATS offered transportation 
service. 

Mr. Barrerr. That is correct, Senator. 

Senator O’Manonry. Now then, the other question was, What was 
the amount of insurance that could be purchased for $20 and how 
long was it valid? 

Mr. Barrett. In our proposal, Senator, we proposed to make avail- 
able 

Senator O’Manonry. No; never mind your proposal. I am refer- 
ring to what you said here: 








While we were considering our proposal to MATS— 


Mr. Barrett. Yes, sir. 

Senator O’Manonry (reading) : 

We reviewed the then existing system of rates for international travel, re- 
alizing that the average GI would not have $20, the then rate to buy insurance 
to travel to certain parts of the world, and so concurrently with the extension of 
our commercial rates to MATS, Mutual made the first change in international 
rates that have been put into effect in modern-day air-travel insurance. 

What I am trying to get into the record, don’t you see, are the two 
rates. 

Mr. Barrett. Yes, sir. 

Senator O’Manoney. Sothat we may compare them. What was the 
amount of insurance, before your proposal was made, that could be 
purchased for $20 ? 

Mr. Barrerr. $62,500. 

Senator O’Manoney. What was the amount of insurance that could 
be purchased by your new rate and what was that rate? 

Mr. Barrerr. $62,500 for $5. 

Senator O’Manoney. That makes it clearer, you see. 

Mr. Barrerr. Thank you, sir. 

Mr. Nevitir. Mr. Barrett, in this connection could you tell us some- 
thing about the existing ‘nternational rates as applied to different 
parts of the world? Were there any changes made in that field 
also ? 

Mr. Barrerr. At the time that we started to offer this commercial 
insurance to MATS the world was divided into roughly four zones for 
underwriting purposes. That was a division made by other com- 
panies who were in the field prior to the time we entered it. 

Senator O’Manonry. What companies are you referring to? 

Mr. Barrerr. I am referring to Associated Aviation Underwriters 
and Continental Casualty Co. 
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The world was divided into these four sections. The rates were 
the cheapest for roughly the domestic United States and some of the 
close islands. 

Then the rate got progressively more expensive as you got away 
from the United States in a radius to the extreme of most of the 
Pacific and parts of Asia which was the highest rate. 

Senator O’Manoney. Did that same situation apply to commercial 
rates, as distinguished from the military rates ? 

Mr. Barrett. I had better make myself clear. 

These rates only applied to commercial. 

Senator O’Manoney. I see. 

Mr. Barretr. These did not apply to MATS. MATS, at that time 
had no commercial rates, had no zones. They had this limited, what 
we call a limited short-term travel insurance which is sold on the day 
basis as contrasted to a trip basis. 

Senator O’Manonry. What were the commercial rates? Were 
they the rates that you explained a moment ago, the $20 reduced 

Mr. Barretr. Yes. Those are the rates that you would pay if you 
got on a commercial airliner at that time and ‘traveled around the 
world. 

Senator O’Manoney. Then the military was a completely separate 
type of policy ? 

Mr. Barretr. Completely separate, far more expensive than the 
then commercial rate. 

Senator O’Manonry. Do you know what the cost of the military 
coverage was at the time? 

Mr. Barrett. I do not have them with me, Mr. Neville, but I can 
submit them to the committee. 

Mr. McHuen. Mr. Barrett, I wonder, to make this perfectly clear, 
if you would explain the comparison between the costs of commercial 
overseas air-flight insurance with domestic air-flight insurance at 
that time? 

Mr. Barrerr. Domestic air-flight insurance at that time had a given 
rate of 25 cents for $6,250. Then, as you proceeded away from the 
United States that rate increased. It was proportionately higher for 
the British Isles, it was proportionately higher for mid-Europe and 
parts of the Mediterranean to a high of parts of Africa and Asia or 
parts of the Pacific and Asia. 

Mr. McHvueu. Can you give us any ranges of increase for the in- 
ternational business, that is, how many times more expensive it is as 
compared with the domestic rate ? 

Mr. Barrett. It was 4 times, roughly—the ratio was roughly 4 
times in international travel for domestic travel. 

Mr. McHveu. Do you want to continue, Mr. Barrett ? 

Mr. Barrett. Thank you. 

We have kept our promise to MATS and have endeavored in every 
possible way to see that insurance facilities are available at MATS 
facilities throughout the world. 

While we were actively negotiating for the privilege of servicing 
the MATS passengers, it was brought to our attention that although 
we were the only company at time willing to extend commercial 
rates to MATS passengers, we might be precluded from doing so 
because one of our competitors had an exclusive contract for the 
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Washington National Airport where one of MATS busy terminals is 
located. 

Mr. Nevitte. Which company are you referring to in that state- 
ment ? 

Mr. Barrerr. Continental Casualty, sir. 

Mr. Neviute. I see. 

Mr. Barrerr. Therefore, in April of 1954, Tele-Trip Co., Inc., in 
order to insure our ability to serve MATS successfully, negotiated a 

contract to serve the Washington National Airport. 

We take pride in the fact that some of our competitors are now 
offering this same coverage to the passengers of MATS. 

An interesting adjunction to Mutual’s interest in subsequent under- 
writing of the passengers who ride in MATS was our close interest 
in the serviceman and his problems and as a result Mutual of Omaha 
today is the fiscal agent for the Department of Defense in the ad- 
ministration of its medicare program for dependents of these same 
servicemen in 20 States. 

Mr. Nevitie. You have 27 written in your statement. 

Mr. Barrerr. It should be 20, that is a typographical error. 

Mr. Nevirie. Thank you. 

Mr. Barrerr. We of Mutual of Omaha feel our entry into this 
field, particularly into the airports has served the public interests and 
that the record will so bear this out. 

These, briefly, Mr. Chairman, are the reasons and the background 
why Mutual of Omaha is in the air-travel business and why we intend 
tostay. 

Thank you. 

Senator O’Manonry. What are your duties as fiscal agent of the 
Department of Defense and how did you obtain that position % ? 

Mr. Barrerr. Our duties, sir, as fiscal agent for the Department of 
Defense, are to receive from doctors and hospitals bills submitted to 
us for the Federal Government for hospitalization and medical care 
incurred by these dependents, which we audit for the Federal Govern- 
ment and issue a check or a draft for payment of these services. 

We then report on our activities to the Department of Defense as 
the fiscal auditor. We use the Government’s money to do that. It is 
done by Mutual of Omaha as a purely cost operation. There is no 
profit in it at all, sir. 

Senator O’Manoney. So that it is a defense operation, and you 
act only as the agent of the Defense Department ? 

Mr. Barrett. Yes, sir. 

Senator O’Manoney. Tocarry it through. 

Mr. Barrett. Yes, sir. 

Senator O’Manonry. Without any premium fee. 

Mr. Barretr. Yes,sir. That is correct. 

Senator O’Manoney. What is your compensation ? 

Mr. Barrerr. Our compensation is our cost only, sir, as audited 
by the Government. 

Senator O’Manonery. How was this selection made? 

Mr. Barrerr. This selection was made, sir, to the best of our knowl- 
edge, by the Department of Defense with a special advisory commit- 
tee advising them after a survey or a questionnaire was sent to most in- 
surance companies in the country asking them if they could and would 
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pera in this medicare program. The selection was then made 
y the Department of Defense. 

Senator O’Manoney. Are you an exclusive fiscal agent ? 

Mr. Barrett. No, sir. The Blue Cross and Blue Shield organiza- 
tions throughout the United States administer the program in the 
other 28 States. 


Senator O’Manonry. But in these 20 States you are exclusively the 
agent ¢ 

Mr. Barrett. Yes, sir. 

Senator O’Manonry. Thank you, sir. 

Mr. Nevitte. Mr. Barrett, is Mutual of Omaha engaged in any type 
of air-insurance coverage other than the type that you have been 
describing this morning ? 

Mr. Barrett. No, sir, we are not. 

Mr. Nevirzxe. Do you know whether the competitors you have men- 
tioned in this field are able to provide a complete line of coverage to 
the airports? 

Mr. Barrett. To the best of my knowledge, sir, one of our competi- 


tors is in the position of offering public lability insurance to these 
airports. 


Mr. Neviiez. Thank you. I have no further questions, Senator. 
(The prepared statement of Mr. Barrett follows :) 


STATEMENT OF JAMES BH. BARRETT, MUTUAL BENEFIT HEALTH AND ACCIDENT 
ASSOCIATION 


Mr. Chairman: My name is James E. Barrett, 5011 Rockmere Court, Wash- 
ington, D. C. Iam an officer of the Mutual Benefit Health and Accident Associa- 
tion (Mutual of Omaha), a Nebraska corporation, with general offices in Omaha, 
Nebr. I am appearing here today in response to the subpena of the subcom- 
mittee. 

Mutual of Omaha, next year celebrating its 50th anniversary, is one of the true 
pioneers in the field of health and accident insurance. In these 50 years, Mu- 
tual of Omaha has become the largest exclusive health and accident company 
in the world. As a pioneer in the field of personal accident insurance, Mutual 
first introduced air travel accident insurance to its policyowners as early as 1929 
by providing an endorsement at no extra charge to its policyowners and has since 
provided such coverage in its newly issued policies. At the request of our gen- 
eral agents and our policyowners, Mutual agreed shortly after World War II to 
make its air-travel insurance available in the Nation’s airports. As a practical 
matter, we found after we had examined the situation that we were precluded 
from doing this because airport managers would not permit us to operate since 
we lacked a validating machine with which to sell the insurance. 

Therefore, when Mr. John M. Shaheen, president of Tele-Trip Policy Co., Inc., 
of New York, approached us in August 1953, to be the underwriter for travel 
insurance in the airports using his machines, we welcomed this opportunity to 
extend our coverage to the traveling public. 

We continued this arrangement with Mr. Shaheen until August of 1955. At 
that time Mr. Shaheen found that the cost of acquiring sites in the airports was 
more than his limited capital would allow, and Mutual, desiring to continue to 
give the public an opportunity to buy its coverage at the airports, had no alterna- 
tive than to purchase the machine and other insurance facilities then owned by 
Mr. Shaheen’s company. Mutual now, through its wholly owned subsidiary, Tele- 
Trip Co., Inc., of Delaware, strives to continue to provide air-travel insurance 
in the various airports throughout the United States. A record of our premium 
income and losses on air-travel insurance has previously been submitted in com- 
pliance with your request. The many vicissitudes which we have encountered 
will be explained by Mr. Paul F. Brabazon, president of Tele-Trip Co., Inc., who 
is present in the room. 

Mutual as an underwriter has always been dedicated to the principle of provid- 
ing the broadest coverage at the lowest possible cost, and so we recite with pride 
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the many changes that have occurred in the coverage offered to the air traveler 
in the relatively short time that we have been engaged in the selling in the air- 
ports. In March 1954, shortly after Mutual became active in the field, the cur- 
rent coverage of $5,000 benefits for 25 cents premium was extended to $6,250 for 
25 cents. We feel this rate change was an immediate result of our entering the 
field. 

In the fall of 1954 Mutual was 1 of 17 insurance companies invited by the 
Military Air Transport Service to submit proposals for the privilege of extend- 
ing insurance coverage to the many thousands of servicemen, their wives and 
their families, and others who travel Military Air Transport Service, in the 
interests of our national welfare. Upon reviewing MATS’ outstanding safety 
record, Mutual for the first time in insurance history volunteered to offer this 
phase of military aviation the same rates for passenger insurance as was then 
being offered to commercial travelers or scheduled airlines. We also offered a 
system of active merchandising of this insurance in the 35 countries throughout 
the world so that any MAT'S passenger, no matter how remote, would have easy 
access to this low-cost insurance. 

While we were considering our proposal to MATS, we reviewed the then exist- 
ing system of rates for international travel, realizing that the average GI would 
not have $20 to buy insurance for travel in certain parts of the world, and so, 
concurrently with the extension of our commercial rates to MATS, Mutual made 
the first change in international rates that had been put into effect in modern- 
day air-travel insurance. In so doing we reduced the rates as much as 75 percent 
by establishing a simplified 2-zone rate for the world. We have kept our 
promise to MATS and have endeavored in every possible way to see that insur- 
ance facilities were available at MATS bases throughout the world. 

While we were actively negotiating for the privilege of servicing the MATS 
passengers, it was brought to our attention that although we were the only 
company at that time willing to extend commercial rates to MATS passengers 
we might be precluded from doing so because one of our competitors had an 
exclusive contract for the Washington National Airport where one of MATS’ 
busy terminals is located. Therefore, in April of 1954, Tele-Trip Co., Ine., in 
order to insure our ability to serve MATS, successfully negotiated a contract to 
serve the Washington National Airport. We take pride in the fact that some 
of our competitors now offer the same coverage to the passengers of MATS. 

An interesting adjunct to Mutual's interest and subsequent underwriting of 
the passengers who ride MATS was our close interest in the serviceman and his 
problems. As a result, Mutual of Omaha today is the fiscal agent for the 
Department of Defense in the administration of its Medicare program for de- 
pendents of these same servicemen in 20 States. 

We of Mutual of Omaha feel that our entry into this field, particularly in the 
airports, has served the public interest and the records will so bear this out. 

These, briefly, Mr. Chairman, are the reasons and the background why Mutual 
of Omaha is in the air travel business and why we intend to stay. 


Senator O’Manoney. Would you proceed, Mr. Brabazon ? 

Mr. Brapazon. Mr. Chairman, my name is Paul Brabazon, and I 
live at 4000 Massachusetts Avenue NW., Washington, D.C. 

I am here in answer to a subpena and to refute certain statements 
made by a prior witness. I am president and general manager of 
Tele-Trip Co., Inc., a Delaware corporation, with its head office in 
the District of Columbia. Tele-Trip Co., Inc., was incorporated in 
August of 1955 to take over the aviation insurance business of Tele- 
Trip Policy Co., a New York corporation. Tele-Trip Policy Co. 
had started out in 1952 as an independent contractor to sell air travel 
insurance through validating machines which it owned and on which 
it held the patents. 

At that time, the field of selling air trip insurance at airports had 
been preempted by Associated Aviation Underwriters, and Conti- 
nental Casualty Co. of Chicago, doing a total premium volume of 
approximately three to four million dollars. 
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Tele-Trip Policy Co., Inc., at first sold aid travel policies for the 
American Employees Insurance Co. of Boston. In the latter part 
of 1953 it made a contract with Mutual Benefit Health and Accident 
Association to sell their air travel insurance policies. 

I went to work for Tele-Trip Policy Co., Inc., of New York, in 
October of 1953 as general manager of its aviation insurance division, 
and continued in that capacity “until August 1, 1955. 

In my capacity as general manager of the insurance division of 
Tele-Trip Policy Company of New York, I found it extremely difficult 
to obtain sales outlets in airports due to the fact that the ‘field had 
been preempted by two other insurance organizations who had ex- 
clusive contracts at most airports. 

Mr. Nevitte. Mr. Brabazon, at this point—— 

Mr. Brapazon. Yes, sir. 

Mr. Nevitite. Do you know how the practice of exclusive contracts 
originated in this business ? 

Mr. Brapnazon. To the best of my knowledge when we commenced 
attempting to make installations of our machines, many airports— 
in fact, practically all of them—told us that despite the fact that we 
had a different machine with various advantages over their current 
operating machine, their current contracts had an exclusive feature 
which disallowed the installation of another company or another 
machine. 

Mr. Nevitte. Is that what you meant by use of the word 
“preempted ?” 

Mr. Brasazon. Yes, sir. 

Mr. Nevitue. In other words, all of the airports were serviced by 
the 2 companies, or a group and a company, that had been previously 
identified on the basis of exclusive contracts, 1 in each airport. 

Mr. Brapazon. Yes, sir. 

Mr. Nevitxx. Will you proceed ? 

Mr. Brazazon. Thank you. For our organization to get started 
selling insurance, Mr. John Shaheen, its president, authorized me to 
offer airports 13 percent of the gross premiums as rental for our air 
travel insurance validating machines. This was to be on a nonexclu- 
sive basis, just to get an opportunity to sell our insurance in com- 
petition with Associated Aviation Underwriters and Continental 
Casualty Company of Chicago. At that time, very little insurance 
was sold through booths, except at the very large airports. 

With this incentive, plus constant traveling and selling airport 
authorities on the advantages of our machines, to wit, postage was 
issued with the policy by the machine at no extra cost; the policy 
itself was a self-mailer; and the policies were available for thorough 
inspection and reading before purchase. 

Mr. Nevitze. Mr. Brabazon, what do you mean by “the policy itself 
was a self-mailer?” 

Mr. Brasazon. Well, for the machine that was in operation at the 
time, before we introduced our machines, it was necessary to insert 
the quarters into the machine, fill out the policy, and then you would 
have to fold up the copy that the insured got and insert it in an 
envelope that was on the machine. Our particular policy, after it 
had been validated by the machine, could be twisted over and sealed 
without the necessity of inserting it into an envelope. 


a 


BR ee rene ener ice tee = 





sry Sr 


—cr vw 


a Oo erw i 


nae 


rt 
is 
Vy 
h 


J] 


16 


ld 


in 


d 


THE INSURANCE INDUSTRY 169 


Mr. Nevittzx. You had the only machines that performed that 
function ? 

Mr. Brapazon. Yes, sir; we did. Asa matter of fact, we still have. 

Mr. Nevizix. You have another statement here where you state 
that the policies were available for thorough inspection. 

Mr. Brapazon. Well, for the other machines, it has since been 
remedied, but, for the ‘most part, it was necessary to purchase the 
policy before you could read the actual application. For our ma- 
chine, you could take the policy out without even purchasing it, take 
it home and read it over before you even inserted any money into 
the machine. We had these policies in racks, available for anybody 
to take and read it over before they actually inserted any quarters. 

Mr. Nevitte. Thank you, Mr. Brabazon. 

Senator O’Manonry. Was that unusual? 

Mr. Brapazon. It was very unusual, Senator. In fact, it was the 
first time this was done in aviation. 

Senator O’Manoney. I have done a lot of air traveling, and I have 
not seen your machine. 

Mr. Brapzazon. I am very surprised to hear that, Senator, because 
we are in about 125 airports in this country. 

Senator O’Manoney. Are you in the National Airport here? 

Mr. Brasazon. We operate the counters there, sir. We do not 
have the machines. They belong to another company. 

Senator O’Manonry. I see. 

Mr. Nevitie. Will you proceed, Mr. Brabazon ? 

Mr. Brapazon. Thank you. I was able to get our machines into 
quite a number of airports. Before I could do this, I had to persuade 
airport authorities that it was not in the public interest to have only 
one insurance outlet’s policies available, and they, in turn, had to 
terminate the exclusive feature from their existing contracts. This 
method of placing our machines in airports was all handled by 
negotiation. 

To the best of my knowledge, the first bidding for an insurance 
outlet was in Philadelphia, when it opened its new air terminal in 
late 1953. Associated Aviation Underwriters was the high bidder 
for the sale of air-travel insurance through a booth at that airport, 
and Tele-Trip Company of New York was ‘the high bidder for the sale 
of insurance evonah validating machines. 

While Tele- Trip Policy Co., Inc., of New York, was successful in 
negotiating for sales outlets in a number of airports, it was, for the 
most part, unable to match bids offered by Associated Aviation Under- 
writers and Airport Sales Corp. (Continental Casualty Co.) and 

many others, and in still other airports we were not even able to 
submit bids or to place our machines on a nonexclusive basis. In 
April 1955, Tele-Trip—— 

Mr. Nevitte. Mr. Brabazon, this last sentence— 

In still other airports, we were not even able to submit bids or to place our 
machines on a nonexclusive basis— 

Could you amplify what you have in mind there? 

Mr. Bragazon. I had in mind that in many airports, who had in- 
stalled for a number of years its Associated Aviation Underwriters 
machines or Continental Casualty counters, the airports were not 
interested in the least bit in allowing us to install our machines. 
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Mr. Nevitie. Was this because of the exclusive contracts you have 
previously described ? 

Mr. Brasazon. Some airports used that particular reason. Other 
airports said their service was sufficient for what they thought the 
needs were that existed. 

Senator O’Manoney. Does that mean, sir, that in these airports of 
which you are speaking only one company’s machines were permitted 
to have space ? 

Mr. Brapazon. At this particular time, Senator. This was between 
1952 and, well, up to 1952, but, shortly after that in 1953 and 1954, 
we were able to install our machines, but that was the case up to that 
period. 

Senaor O’Manonry. What is the case now ! 

Mr. Brazazon. The case now, sir, is that every airport will listen to 
negotiations. For the one part, they wanted us to prove our worth 
with the value of the machines. We can submit proposals. We have 
been asked to bid in every airport that requests bids, and that case 
does not exist at all now, sir. 

Senator O’Manonry. Do you discuss the bidding here in your 
statement ? 

Mr. Brapazon. Yes; I do, sir. 

Senator O’Manoney. All right. I do not want to interrupt you. 

Mr. Brasazon. In April of 1955 Tele-T rip Policy Co.’s premium 
volume was so small, somewhere between forty and forty-five thou- 
sand dollars gross premiums a month, that Mr. Shaheen feared our 
insurance underwriting company, at that time Mutual Benefit Health 
& Accident Association, would not continue its contract as it was not 
getting enough premiums to sustain or withstand a heavy catastrophic 
loss. 

Mr. Nevitzte. Mr. Brabazon, could you tell us what percentage your 
premiums were of the total market at that time ? 

Mr. Brapazon. I am not familiar. 

Mr. Neviie. Just approximately. 

Mr. Brasazon. Sir, with the competing figures at that time—we 
have submitted ours. I would say it was—and this is a real esti- 
mate—I would say that it was approximately less than 10 percent of 
the total gross premiums. 

Mr. Nevitte. As of that time? 

Mr. Brapazon. As of this particular time. 

Mr. Nevitie. Proceed, please. 

Mr. Brapazon. At that time it was. Mutual Benefit Health & 
Accident Association would not continue its contract as it was not 
getting enough premiums to withstand a heavy catastrophic loss, 
Therefore, Mr. Shaheen, in order to increase his volume, authorized 
a bid which he thought would be in excess of others which would be 
submitted for the sale of insurance through a booth and machines at 
Houston Airport. 

In authorizing this bid, he had in mind increasing Tele-Trip Policy 
Co.’s revenue from other sources, such as handling Western Union 
services, hotel reservations, sightseeing tours, and passenger-car 
rentals. 

In order to correct the record, I want to state at this time that this 
bid was made by Tele-Trip Policy Company of New York, an inde- 
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pendent contractor, and that Mutual Benefit Health and Accident 
Associated had no participation in it whatsoever. 

During May and June of 1955, Mr. Shaheen and the board of 
directors of 'Tele-Trip Policy Company of New York decided that the 
preempted condition of the market was such that it was impractical 
for it to go forward with its limited capital and sought to sell its 
machines and air travel business. 

For instance, there were things that were scandalous and libelous, 
such as occurred at Milwaukee, where Tele-Trip Policy Company of 
New York was the high bidder. Iam appending a copy of a telegram 
sent by Associated Aviation Underwriters to the county commissioners 
of Milwaukee County, endeavoring to get them to award the contract 
to Associated Aviation Underwriters because it was an association 
of 54 stock companies and alleging that Tele-Trip was an outfit which 
would not live up to its contracts. 

I am also attaching a copy of a second telegram which was sent 
after Mr. Shaheen gave the sender of the first just 24 hours to make a 
retraction. 

Mr. Nevitie. Mr. Brabazon, would you read for the record the two 
telegrams you referred to ? 

Mr. Brapazon. Yes, sir; I will. 

This telegram was dated May 7, 1954, and was addressed to the 
Board of Supervisors, County of Milwaukee Courthouse, Milwaukee : 

Understand insurance counterconcession again may be given Tele-Trip, Inc., 
despite the fact that they previously failed to meet conditions of their previous 
bid. In our opinion, Tele-Trip, having defaulted on previous contract with you 
is not eligible for reconsideration, and, therefore, concession should be given to 
undersigned. On previous bid we were careful to point out that conditions could 
not be met realistically and based our bid only on conditions which were sound. 
It would seem that one of the reasons we failed to obtain concession originally 
was because we were unwilling to promise something, we knew could not be 
delivered, and our honesty in this case penalized us against an outfit which had 
no such regard for ethics——— 

Senator O’Manoney. “Respect” is the word. 

Mr. Brapsazon (reading) : 
respect for ethics— 
excuse me, Senator— 


and which since defaulted. Our 54 large stock member companies wish us to 
ask your reconsideration of our bid. Please advise by wire. Thanks. 
Signed, Associated Aviation Underwriters, 90 John Street, New York, 
N.Y. 

Mr. Nevinie. Mr. Brabazon, the last sentence that you read was— 

Our 54 large stock member companies wish us to ask your reconsideration of 
our bid. Please advise by wire. 

What was the purpose of including that sentence, if you know? Do 
you have any feeling on the matter ? 

Mr. Branazon. Excuse me? 

Mr. Nevitie. I say, do you have any feeling about why it was 
included ¢ 

Mr. Brasazon. As I understood it, the 54 companies being referred 
to were the group which belong to the group of Associated Aviation 
Underwriters. 
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Mr. Nevitie. What was the eifect of calling attention to the 54 
large stock member companies in this wire ? 

Mr. Brasazon. The effect on whom, sir ? 

Mr. Nevitxe. On the airport. 

Mr. Brapazon. Well, on the airport, it apparently had no effect in 
view of the answering telegram. 

Senator O’Manoney. Do you know whether or not the board of 
supervisors did reconsider the bid ? 

Mr. Brazsazon. To the best of my knowledge they did not answer— 
they did not reconsider it for the first meeting when they were to 
approve it. They had the following answering wire, Senator, so it 
never did come up. 

Senator O’Manonry. What is the answering wire? 

Mr. Brapazon. The answering wire was sent May 28th to the 
Board of Supervisors, County of Milwaukee Courthouse, Milwaukee, 
Wis. 

Senator O’Manoney. You said an answering wire. The answer- 
ing wire would come from the board of supervisors to the Associated 
Aviation Underwriters. 

Mr. Brapsazon. Excuse me, Senator, I was referring to the answer- 
ing wire that they sent to the county board of supervisors after I 
had been informed of the original wire and I had spoken to them by 
telephone. 

Senator O’Manonry. When you learned of the original wire, that 
is the telegram of May 7—— 

Mr, Brapazon. Yes, sir. 

Senator O’Manoney. Which you have Just read into the record, 
what did you do? 

Mr. Brazazon. I consulted the lawyers of Tele- -Trip Policy Com- 
pany of New York, and«they«advised me that this was certainly 
grounds for libel, so I called Mr. Scarritt, of Associated Aviation 
Underwriters, who was then, as I understand it, the general man- 
ager. 

Senator O’Manoney. What is his name? 

Mr. Brapazon. Mr. Scarritt. 

Senator O’Manoney. Do you know his full name? 

Mr. Brasazon, I think it is Daniel Scarritt, sir. 

Senator O’Manoney. You called him by telephone ? 

Mr. Brapazon. Yes, sir, and I said to Mr. Scarritt that I had a 
copy of the wire that hie ‘had sent to the county of Milwaukee, and 
after consulting with my lawyers, they advised ‘that I should say to 
Mr. Scarritt if. he did not send a wire of retraction to the board of 
county supervisors, Tele-Trip was about to file a million and a half 
dollar libel suit against them, against Associated Underwriters, as 
well as a million and a half dollar libel suit against each one of the 54 
companies he mentioned in the wire. 

Senator O’Manoney. Did you make any special reference to this 
sentence in the wire of May 7, 1954: 

Reason we failed to obtain concession originally was because we were un- 
willing to promise something we knew could not be delivered and our honesty 


in this case penalized us against an outfit which had no such respect for 
ethics and which since defaulted. 
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What was the “outfit” meant, if you know, in this sentence, “penal- 
ized us against an outfit”? 

Mr. Brasazon. He was referring to Tele-Trip Co., Inc., sir, be- 
cause we had the installation of the counter prior to this time and 
were the successful high bidder, 

Senator O’Manoney. And that was the company mentioned in this 
wire in the very first sentence ? 

Mr. Brapazon. Yes, sir. 

Senator O’Manonry. Now then, did you have no respect for ethics 
and did your company default at any time? 

Mr. Brasazon. We had every respect for ethics, sir, and we did 
not default at any time. 

Senator O’Manonry. Did you tell that to Mr. Scarritt ? 

Mr. Brapazon. Yes, sir. 

Senator O’Manonery. What was his answer ? 

Mr. Brazsazon. He said he would have to review the telegram be- 
fore he could discuss it further. I never heard from Mr, Scarritt 
from that point on. 

Senator O’Manonry. But you did receive a copy of the telegram 
to which you have referred from Associated Aviation Underwriters 
to the board of supervisors ? 

Mr. Brasazon. Yes, sir. 

Senator O’Manoney. Are you going to read that one? 

Mr. Brasazon. Yes, sir. 

On May 28, 1954, telegram was addressed to the Board of Super- 
visors, County of Milwaukee, Courthouse, Milwaukee, Wis. : 

We retract statement contained in our telegram of May 7, 1954, that Tele 
Trip, Inc., had no respect for ethics in making bid which resulted in their ob- 
taining contract for counter concession at General Mitchell Field. However, we 


believe in view of all circumstances that concession should now be awarded to 
us. Signed, Associated Aviation Underwriters, 90 John Street, New York, N. Y. 


A copy of that telegram was sent to me by Associated Aviation 
Underwriters. 

Senator O’Manoney. Where did you receive this copy, a photo- 
stat copy of which is presented to the members of the committee? 

Mr. Brasazon. This copy to me Senator, was received at the office 
of the Tele-Trip Policy Co., Inc., of New York, at 420 Lexington 
Avenue, the then address of it. 

Senator O’Manoney. How did it come to you? By mail or by 
telegram ? 

Mr. Brapazon. I believe it came by mail, Senator. 

Senator O’Manonry. From whom? 

Mr. Brasazon. From Associated Aviation Underwriters. 

Senator O’Mauoney. Was there any covering letter ? 

Mr. Brasazon. No, sir. There was no attachment whatever. 

Senator O’Manoney. I see. 

Mr. Brapzazon. I immediately called up the county board of super- 
visors and they told me they had received that wire just a short time 
before—the day before. 

Senator O’Manoney. I know the photostat contains the line at the 
very bottom, “CC—Mr. Paul F. Brabazon.” That was on the copy 
of the telegram which you received ? ' 

Mr. Brapazon. Yes, sir. 
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Senator O’Manoney. That, of course, is the usual method of indi- 
cating that a copy of a particular wire is being sent to another per- 
son. Did your company ever bring any suit ! 

Mr. Branazon. Now, we didn’t, sir. We were awarded the contract 
immediately by the county board of supervisors and we still operate 
the concession at General Mitchell Field. 

Senator O’Manoney. You had the contract; you continued to 
operate ¢ 

Mr. Brasazon. And we are still operating. 

Senator O’Manonery. And you are still operating ? 

Mr. Brapazon. Yes, sir. 

Senator O’Manoney. I can understand you were better satisfied 
with the contract than with the lawsuit. 

Mr. Brapazon. Yes, sir. 

Mr. Nevitte. Will you proceed, Mr. Brabazon ¢ 

Mr. Brapazon. Mr. Shaheen sought out several prospective pur- 
chasers including, of course, Mutual Benefit Health and Accident 
Association. I am not familiar with his endeavors to sell out the 
aviation division of Tele-Trip Policy Co., Inc., of New York, but I do 
know that he incorporated Tele-Trip Co., Inc., of Delaware, and 
transferred the machines and air travel business to this newly or- 
ganized company, and then sold its stock to Mutual Benefit Health 
and Accident Association. 

If that association had not made this purchase, they would have 
been out of the air travel insurance business insofar as selling at air- 
ports was concerned. 

This was August 1, 1955, and I was elected president and general 
manager of the newly organized company. 

From August 1955, until August 1956, Associated Aviation Under- 
writers, and Airport Sales Corp., Continental Casualty Co., of Chi- 
cago, alternately outbid the new company for the sale of insurance at 
major airports. 

Mr. Nevitter. What do you mean by “alternately outbid the new 
company for the sale of insurance at major airports ?” 

Mr. Brapazon. The results of the bidding, if I may mention, after 
Tele-Trip was successful in winning the bid at Houston, there fol- 
lowed several cities that requested bids for the insurance concession. 

The next bid that was requested was in October 1955, Minneapolis, 
where Associated Aviation Underwriters bid $2,325 and. Airport Sales 
Corp. bid $765—— 

Mr. Nevitte. What were these bids for ? 

Mr. Brasazon. These are minimum monthly rental guarantees for 
the operation of an insurance booth at Minneapolis Airport. 

Tele-Trip bid $1,750.47. 

Of course, the contract was awarded to Associated Aviation Under- 
writers because they were high bidder. 

The next bid was in Cleveland. That was December 1, of 1955. 
Airport Sales, which previously had bid $765 in Minneapolis, bid 
$6,971.25 monthly minimum guaranty. 

Tele-Trip bid $5,200.55, and Associated Aviation Underwriters bid 
$2,791.67. 

Miami followed for a 2-year contract in June 27, 1956. There again, 
Associated Aviation Underwriters bid $5,559.42, minimum monthly 
guarantee. 
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Tele-Trip bid $1,208.33, as a minimum monthly guaranty, and 
Airport Sales bid $2, 676. 

It was just a progression of bids subsequent to Houston where one 
company was the very high bidder, the other company was the low 
bidder. 

The next event, the company that was low on a previous bid was 
the very high bidder on the next city that was bid. 

Mr. Nevitte. Mr. Brabazon, I noticed from the figures that you have 
given, there was quite a considerable difference in the two bids; the 
high and the low. How do you account for that, if you can? 

Mr. Brazazon. I do not know how to account for that. As a mat- 
ter of fact, I was very puzzled to see the companies alternate so drasti- 
cally in their bids submitted to the cities. 

Mr. Nevitie. How does one usually calculate the proper figure at 
which an airport would be bid ? 

Mr. Brapazon. There are many variables. No. 1, you must con- 
sider the current exposure which actually would be the enplaned pas- 
sengers departing from that particular airport, and your projection 
as to how that airport will develop either with the additional carriers, 
the increase in population, and so forth. 

After you have had a little experience on how many people, rather, 
how many of the enplaned passengers purchase insurance, it gives you 
a fairly good gage of about what you might expect for gross premiums, 
and then you project a possible increase on the number of your exposed 
passengers for the following years subsequent to the year you bid. 

Mr. Nevitze. So far as you ‘know, all of the companies in this field 
use the same basic formula in arriving at the bid price for an airport. 

Mr. Brapazon. I assume they do. 

Mr. Nevitte. Then it would seem that the bid would come out ap- 
proximately the same for the various companies. 

Mr. Brapazon. They should be pretty close. 

Senator O’Manoney. I am very much interested in this table that 
was presented here, Mr. Neville. Was that prepared by the staff? 

Mr. Nevitie. No, Senator. The figures you have there were sup- 
plied by the witness. 

Senator O’Manonry. These, then, are the figures supplied by the 
witness ? 

Mr. Brapazon. Yes. 

Senator O’Manoney. The interesting fact is this, then, if I have 
read this correctly. In the case of the bid on Minneapolis, Associated 
had the high bid, the Airport Sales Corp. had the low bid, Tele-Trip 
had a medium bid between the two, and I assume the contract went 
to Associated. 

Mr. Brapazon. Yes, it did, sir. 

Senator O’Manoney. I see. 

Then on the next significant big city, Columbus, the AAU submitted 
the high bid, $1,027; the Airport Sales Corp., the low bid, $876.10; 
and Tele-Trip a medium bid, $901.90. That is correct, is it not? 

Mr. Brapsazon. Yes, sir. 

Senator O’Manoney. So here again Associated was awarded the 
contract. Next we goto Houston. There the high bid was submitted 
by Tele-Trip, $5 639.52, but as between AAU and Airport Sales Corp., 
it was Airport Sales Corp. which was higher than AAU. 
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Mr. Brapazon. Yes, sir. 

Senator O’Manonry. This is the first change, the alternation of 
which you speak. AU bid $2,424.99, but the Airport Sales Corp., 
$3,062. At Minneapolis, the next town listed here, the high bid was 
made by AAU and the low bid made by Airport Sales, with Tele-Trip 
in between, so there was a change. AAU, having been lower than 
Airport Sales at Houston, was higher than Airport Sales at Minneap- 
olis. We go to the next town, which is Cleveland, and here Associated 
was lower than Airport Sales and Tele-Trip was in between, so I 
assume that Airport Sales won the contract at that time. 

Mr. Branazon. Yes, they did, sir. 

Senator O’Manoney. Then the ball reverses on the very next city, 
Miami International. AAU jumps to the high spot and Associated, 
at least Airport Sales, takes a lower figure but not as low as Tele-Trip. 

At Indianapolis, Airport Sales was higher than Associated. At the 
next place, Atlanta, Associated was higher than Airport. At Dayton, 
Airport was higher than Associated. At Hartford. Associated was 
higher than Airport. At Dallas, Associated was lower than Airport. 
At Los Angeles, Associated was higher than Airport. 

Mr. Brapazon. Yes, sir. 

Senator O’Manoney. That is the alternation of the bids to which 
you refer? 

Mr. Brapazon. Yes, it is. 

Senator O’Manonry. Namely, your contention is that these two 
companies seem to be in some sort of a pattern by which one and then 
the other would offer a higher bid than the other one ? 

Mr. Brapazon. It is not my contention, Senator. It just appeared 
to me that wav in observing the outcome of these bids. 

Senator O’Manoney. You have submitted the figures which show 
that that happened ? 

Mr. Brapazon. Yes, sir. 

Senator O’Manonry. Are these towns set down in the order of the 
submission of the called-for bids ? 

Mr. Brapazon. Yes, sir; they are in it consecutively datewise. 

Senator O’Manonry. So when town after town after town called 
for bids for servicing the airport, first one of these competitors of 
yours would have the high bid and then it would have a low bid ? 

Mr. Brapazon. Yes, sir. 

Senator O’Manonry. And then a high bid and then a low bid ? 

Mr. Brapazon. Yes, sir. 

Senator O’Manonry. With only one variation, which was at the 
very becinning. That is a very interesting situation, it seems to me. 

Mr. Nevitite. Thank you, Senator. 

Will you proceed, Mr. Brabazon ? 

Mr. Brasazon. During this period they also started the practice of 
selling each other’s air travel insurance at their respective booths. 
In the early part of 19 

Mr. Nevitie. Will you explain what you mean by that situation, 
Mr. Brabazon? 

Mr. Brapazon. Yes, sir. Prior to this particular time at all the 
Associated booths they would sell their own policy for a total coverage 
of the individual passenger of $62,500. Continental Casualty or 
Airport Sales at their particular booths would sell a total policy of 
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$62,500 to the individual person. About this time, they began selling 
one another’s policies. 

In other words, at all the Associated Aviation Underwriter counters 
they would sell Continental Casualty’s policies as the second writer 
so that they were able then to sell an individual passenger $125,000 
worth of coverage. That same case took place at the Continental 
counters that they were operating. They would sell Associated Avia- 
tion Underwriters’ policy as the second writer. 

Senator O’Manonry. Are you stating that. at this time this sub- 
mission of alternating high and low bids by these two companies 
began to appear, there also appeared the practice of each company, 
whichever one, selling the other company’s policies as well as its own 
at the winning counter? 

Mr. Brapsazon. I am saying that very definitely, Senator. 

Senator O’Manonry. You may proceed. 

Mr. McHvueu. Mr. Brabazon, oe you happen to know whether there 
were any contractual arrangements between Continental and Asso- 
ciated setting forth this business you have just described ¢ 

Mr. Brasazon. As far as a contractual arrangement, I only know 
it verbally from each company individually via telephone calls. I 
never did see a contractual arrangement between the two companies. 

Mr. McHvuer. What have they told you orally? 

Mr. Brapazon. Well, at this particular time—it is going to be in the 
statement a little bit further, if you would: like me to proceed. 

Mr. Nevitte. Proceed, Mr. Brabazon. 

Mr. Brasazon. Thank you. 

In the early part of 1956 we were approached by representatives of 
the Military Air Transport Service to see if passengers riding on 
their planes could not obtain coverage at regular scheduled airline 
rates. Coverage had been available to them, but at high rates. They 
presented figures which indicated a high degree of effiiciency and 
safety, and our underwriter was inclined to extend its coverage to 
them. 

During the course of negotiations, representatives of MATS in- 
formed us that they had been told that we would not be able to sell 
our insurance at their terminal at the Washington National Airport 
in Washington, D. C., since Parker & Company, Continental Casualty 
of Chicago, had the exclusive counter there. Accordingly, we at- 
tempted to negotiate and were finally successful in getting a contract 
for the sale of air-travel insurance at counters in that airport. 

This was in April of 19 

Mr. Nevuae. Excuse me. Do I understand from this, Mr. Braba- 
zon, you are saying it would have been impossible to service the mili- 
tary unless you obtained access to the Washington Airport? 

Mr. Brapazon. That is what we were told, sir. 

Mr. Nevittx. Would you proceed, Mr. Brabazon. 

Mr. Brasazon. The first time we had ever been successful in getting 
an insurance counter at a really large major airport. 

However, we felt we should make our insurance available at reason- 
able rates to MATS and other similar logistic services and we made 
a really all-out effort in this instance. 

4 Prior to and after we had begun selling insurance at the Wash- 
ington National Airport, I had many calls from airport managers 
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requesting air-travel coverage for 125,000 per person, the same as was 
being offered by Associated Aviation Underwriters and Continental 
Casualty Company of Chicago. 

Since Mutual Benefit’s reinsurance agreements would not allow a 
retaining in excess of $62,500 on any 1 person, I was in a quandary as 
to how to remain competitive to make available to the public insurance 
coverage up to $125,000 per person. 

The situation was particularly acute at the Washington National 
Airport where we were limiting our sales to $62,500 per person and 
the public had been able to buy $125,000 coverage prior to our taking 
over the counters. 

I took the matter up with both Associated Aviation Underwriters 
and Continental Casualty Company of Chicago individually, and 
asked them if Tele-Trip could sell a second policy for their companies. 

Mr. Nevitte. Whom did you speak to in these two companies ? 

Mr. Brapazon. I spoke to Mr. Shea of Continental Casualty of 
Chicago and I spoke to Mr. Churchill of Associated Aviation Under- 
writers. 

Mr. Nevitte. Do you by any chance know what their position was 
in the companies ? 

Mr. Brapsazon. As I understand it, I believe Mr. Churchill was 
manager of Associated Aviation Underwriters and Mr. Shea was a 
vice president—and I may be wrong on that—of Airport Sales Corp. 
I know he also worked for Continental Casualty of Chicago. 

Mr. Nevitzte. Proceed. 

Mr. Brasazon. Both of them declined, saying they have reciprocal 
agreements to sell each other’s policies at each other’s counters and 
it would unduly increase their amount of risk if they permitted Tele- 
Trip to make such sales. 

Mr. Nevitie. Mr. Brabazon, did you have any explanation as to 
what was meant by “reciprocal agreements” ? 

Mr. Brasazon. When I spoke to Mr. Shea and Mr. Churchill indi- 
vidually on separate telephone calls, each told me individually that 
oe had made a reciprocal agreement with the other for the sale of 
both their policies at both their counters. 

Mr. Nevitte. Proceed, Mr. Brabazon. 

Mr. Brasazon. Subsequently I was successful in getting United 
Benefit Life Insurance Co., an affiliate of Mutual Benefit, to write 
a second policy, and since that time I have been able to provide total 
coverage of $125,000 per person. 

I might state I had quite a time getting this company to do this 
as I could only promise them less than $50,000 a year in premiums. 

Presently, however, in excess of 20 percent of our sales at our 
counters is written through a second policy which is underwritten by 
United Benefit Life Insurance Co. 

However, the volume is really too small and I am not sure whether 
wane Benefit would stay in the field if I had a really bad catastrophic 
oss. 

Mr. McHveu. Mr. Brabazon, how much demand do you think there 
is among the air-traveling public for coverage in the amount of 
$125,000 ? 

Mr. Brapazon. ‘he best way I can answer that, sir, is my own 
experience at my own counters, and the demand is about 20 percent 
of the total gross premiums that the counters sell. 
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In other words, 1 out of 5 people would buy more than $62,500 
mee 
Mr. McHueu. Does this mean that where Continental and Associ- 


ated are selling each other’s policies, one is sharing in 20 percent of 
the business of the other ? 


Mr. Brapazon. I believe so. 

Mr. McHveu. Is this development of providing personal coverage 
up to $125,000 something that was initiated by the airports? 

Mr. Brasazon. No, sir. That was initiated by the companies, to the 
best of my knowledge. 
oe McHvuen. Do you know who was the first company to initiate 
this ¢ 

Mr. Brasazon. Well, the two companies combined, Associated Avia- 
tion Underwriters and Continental Casualty Company of Chicago. 

Mr. McHvueu. They started at the same time? 

Mr. Brasazon. Yes, sir. 

Mr. McHvuen. Do you know what the airports’ reaction to this 
offer was ? 

Mr. Brapazon. The reaction was, of course, that the airport authori- 
ties looked at it as giving more coverage and more service to the indi- 
vidual passengers in their airline terminal building. Therefore, they 
received it very welcomely. 

Now I am confronted with the fact that one of our competitors, 
Associated Aviation Underwriters, is offering $250,000 per person 
coverage. This happened last month in Miami. In my experience 
there is no demand by the public for the amount of coverage, but if 
airport authorities require this much insurance per person, I will 
certainly not be in a position to compete. 

Mr. Nevitte. Mr. Brabazon, are there any underwriting rules or 
insurance regulations that affect these high coverages ? 

Mr. Brapazon. I would like to refer that to Mr. Stone, if I may. 
None that he knows of, he informs me. 

Mr. Nevitte. In your opinion, is it a sound insurance policy to offer 
such large amounts of coverage of this type ? 

Mr. Brazsazon. Is it my opinion what, sir? 

Mr. Neve. That is it sound insurance underwriting to offer cov- 
erage of this type, on this type of risk ¢ 

Mr. Brazsazon. Tele-Trip is not an underwriter, so I wouldn’t be in 
a position to answer that question. 

Mr. McHvueu. Is there someone in your organization who has some 
opinion on this subject ? 

Mr. Barrett. Sir, I am inclined to believe that we would look with 
disfavor upon this practice. 

Mr. McHucu. Why is that, Mr. Barrett ? 

Mr. Barrett. Because of the heavy concentration of risk per per- 
son, per plane, and we are now soon to be confronted with aircraft 
that will carry up to 160 people. At $250,000 apiece, I believe it would 
make it about a $40 million airplane if everyone on the plane bought it. 

That is a very heavy concentration of risk for an underwriter to 
allow to get on an airplane. 

Mr. McHueu. Do you have any reason to know whether or not 
it was the Miami Airport which initiated the request for coverage in 
this amount for individual passengers ? 
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Mr. Brasazon. This is the first occurrence I know of, of an indi- 
vidual trip policy to the amount of $250,000 to 1 person for a single 
trl 

‘To my knowledge this is the first time I have heard of it. 

Mr. McHvueu. My question is, Do you know whether or not this 
originated at the request of the airport or was this a sales device 
offered by one of the underwriters ? 

Mr. Brasazon. This was not initiated by the airport and I do 
believe it is a sales device of the company submitting the proposal. 

Mr. McHveu. Will you continue, Mr. Brabazon ? 

Mr. Brapazon. Thank you. 

We are certainly willing to compete for the sale of our insurance 
on a nonexclusive basis, but the field has been so preempted that 
we have been unable in many instances to do so. 

However, I am just beginning to see a little light. As of about 3 
weeks ago, the New York Port Authority granted us the right to 
place a competitive counter at the Newark Air Terminal on a reason- 
able rental basis. 

Mr. Nevitiz. Mr. Brabazon, had you previously been trying to 
obtain access to the Port of New York Authority terminals? 

Mr. Brapsazon. For over 5 years, sir. We have had installed four 
machines in LaGuardia Airport, but other than that, we had no 
representation. 

Mr. Nevitie. Proceed. 

Mr. Brapsazon. Prior to that, our share of the sales of insurance 
through outlets controlled by the New York Port Authority had been 
limited to about $15,000 per year through 4 machines out of a total 
insurance premium in excess of $1,350 ,000. 

With reference to Tele-Trip’s bid at the Atlanta Airport in the 
fall of 1956, which has been referred to by a prior witness, I wish 
to state that the figures on sales were not available to us, but I had 
a former employee secure such figures as he could. 

He came back with figures which he stated had been represented 
to him as being the premium revnue then being produced by the air- 
trip sales outlet at the Atlanta Airport. 

These figures did not seem out of line with the number of em- 
planed passengers, and our bid was made in reliance on them. 

Experience ‘has proved that these figures were wrong, but we are 
making the best of it and are steadily i increasing sales so that even- 
tually what looked like a bad bargain may not be as bad as we once 
thought. 

Since January of 1958, there have been six major airports which 
have asked for a competitive bidding on the sale of air-travel insur- 
ance. The high bid in each of these cases was submitted by Associated 
Aviation Underwriters. 

These are Detroit, Wayne Major; Portland, Oreg.; Montreal; 
Tulsa; Columbus, Ohio; Miami. 

It should be borne in mind that Continental Casualty Co. will share 
in this business by the reciprocal arrangement it has with Associated 
Aviation Underwriters. 

It is a pretty tough deal when you are trying to operate a small com- 
pany like Tele-Trip in competition with an organization of some 40 
to 50 companies which also has a reciprocal arrangement with your 
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other major competitor, for while Tele-Trip is now a wholly owned 
subsidiary of Mutual Benefit Health & Accident Association, I have 
to run it on its own power and try to make ends meet. 

Unfair tactics have continued to be used in attempts to keep Tele- 
Trip out of airports. For instance, when we were the high bidder in 
Denver, and at Atlanta, it was again claimed that Tele-Trip should 
not be awarded the contract because it was unreliable and had canceled 
its contract at Fort Worth and other locations as well. 

Needless to say, this is not true. I am attaching to my statement a 
copy of a letter to me from the director of aviation of Fort Worth, 
and a copy of a telegram from the mayor of Atlanta to him as well as 
his answer to the mayor’s telegram. 

You will note he mentions Denver in his letter. 

Tele-Trip also started to sell air-travel policies through agencies 
placed at rent-a-car counters already installed at airports, at smaller 
airports. 

Senator O’Manoney. Before you proceed any further, Mr. Braba- 
zon, I can’t avoid making the remark that I think there is a Federal 
law which condemns combinations in restraint of trade. I don’t 
know when I have seen presented at a meeting of the Committee on 
Antitrust and Monopoly a more conclusive statement respecting a 
combination in restraint of trade. 

It is apparent, unless these statements are challenged, that the 
alternate bidding of your two alleged competitors and their reciprocal 
agreements for selling one another’s policies at the counters where, 
by their alternate high bids, they win the business, they have engaged 
in a combination to restain the trade of a small competitor. 

That is not the way to preserve free enterprise. I have no hesita- 
tion in saying this. Proceed. 

Mr. Brapazon. Tele-Trip also started to sell air-travel policies 
through agencies placed with rent-a-car counters already installed at 
airport terminals at smaller airports. 

The airport was paid 13 percent of gross sales for space and the 
agent 17 percent, making a total acquisition cost of 30 percent. 

Almost immediately, Associated approached these agents and of- 
fered 25 percent commission and were successful in taking away from 
Tele-Trip some of these sales outlets. 

I feel there is plenty of room in the air-travel insurance field for 
more than just 1 or 2 outlets. Certainly I see no reason why in major 
airports this should be an exclusive franchise. 

Rather, it should be handled on a basis somewhat akin to what is 
now transpiring in the Newark Airport where a reasonable rental is 
being charged in view of the volume of available business; and the 
public is being given the opportunity of purchasing the insurance 
from whom it desires. 

In that way, costs will be cut down and passed along to the public. 
I certainly favor such a procedure. 

Senator O’Manoney. A combination of the kind that you have 
described is the easiest way to maintain high rates to eliminate com- 
petition and to compel the public to pay more than a just rate. Open 
competition without restraint of trade, without combinations or 
agreements, is much more likely to give the traveling public a clean 
break than the system of combinations. 
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Mr. Brasazon. Yes, sir. 
Senator O’Manoney. There has been clearly outlined here an issue 
which I think the entire insurance industry must take into considera- 
tion. Every manager of insurance, not only of the companies involved 
here, but of every company, and particularly of the group companies 
which have managing associates to handle their insurance business, 
must decide whether in the long run it is for America to maintain the 
free competitive system for which the antitrust laws were enacted to 
preserve, or whether it is worth taking the risk of destroying that 
system by open combinations in which alleged competitors agree not 
to compete with one another and to pool their resources in competing 
with the third. 

Mr. Nevitte. Mr. Brabazon, you have already read from two tele- 

ms dated May 7, and May 28, 1954, and you have referred to a letter 

rom the city of Forth Worth, Tex., addressed to you as president of 

Tele-Trip, dated December 3, 1956, and a telegram from the mayor of 
Atlanta dated November 19, 1956. 

Will you identify these and submit them to the reporter for inclu- 
sion in the record ¢ 

Mr. Brasazon. Yes; I will, sir. 

Mr. Neviiie. Senator, would it be advisable to have a tabulation 
that you previously referred to included in the record ? 

Senator O’Manoney. I think it should be made a part of the record. 

Mr. Neviitx. I show you the tabulation. Will you identify that? 

Mr. Brapazon. I identify the figures there. There might be a slight 
variation in some of those figures. 

Mr. Nevitze. It is included in the record then, Senator. 

Senator O’Manoney. I wanted to be sure. The witness says there 
might be some variation in the figures. He testified that the figures 
were provided to the staff; so, I shall ask that there be an agreement 
between the staff and the witness as to the figures so that the tabula- 
tion which is made part of the record will be presented as accurate by 
the witness. 

Mr. Brapazon. Yes, sir. Our figures are very accurate, and to the 
best of our knowledge, because most of those were publicly read at 
those open biddings—— 

Senator O’Manoney. If you will be good enough to check these with 
your own figures, then the tabulation will be made a part of the record. 

(The table referred to appears in the appendix at p. 808.) 

Mr. Pec. Mr. Brabazon, this tabulation covers a period of 42 
months, extending from December 1954 to May 1958. It lists 27 bids. 
During this period of 42 months, were there any other bids placed with 
other airports, or is that a complete statement of all the bids? 

Mr. Brapazon. I believe that is a complete statement. I will thor- 
oughly investigate it to be sure, but I believe that is the complete state- 
ment of advertised bids at airports. There have been many negotia- 
tion contracts. 

Mr. Pecx. And it would not include any of the small airports, but 
merely the large ones? 

Mr. BraBazon. Whichever city requested bids and were publicly 
opened are included in that list. 

Mr. Peck. I see. I believe that we heard testimony a few days ago 
to the effect that approximately 50 percent of the air travel insurance 
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business was done in small airports which did not actually bid, and 
that this did not have any reference to those. 

Mr. Brasazon. I don’t believeso. I dont believe so. 

Senator O’Manoney. This deals solely with the cities that are 
named on the table. 

Mr. Brasazon. Exactly, Senator. 

Senator O’Manoney. So it doesn’t deal with any airport which is 
not named ¢ 

Mr. Brapazon. Exactly, Senator. 

Senator O’Manoney. Mr. Neville, will you see that these communi- 
cations are read into the record ? 

Mr. Nevitte. Very well, Senator. You have already read the two 
telegrams. Would you read the letter and the subsequent telegram 
that has been placed in the record? 

Mr. Brapazon. Yes, sir. On November 19, a telegram was ad- 
dressed to the airport manager, Fort Worth, Tex. : 

We have under consideration contract with Tele-Trip Policy Co. for an ex- 
clusive location. Would appreciate your advising me immediately in confidence 
your experience with this company. 

(Signed) Wirutram B. HArtTsFIe LD, 
Mayor of Atlanta. 


A telegram was sent to Mayor Hartsfield, William B. Hartsfield, 
mayor of Atlanta: 

Retel our relations with this company have been very satisfactory and I recom- 
mend them highly. 

(Signed) W. J. Futter, 
Director of Aviation, City of Fort Worth. 

Senator O’Manoney. These appear to be photostat copies of tele- 
grams. 

Mr. Brapazon. Yes, sir. 

Senator O’Manoney. Where did you receive the original of the tele- 
gram from Mayor Hartsfield, of Atlanta, to the airport manager at 
Fort Worth ? 

Mr. Brasazon. I have an accompanying letter, Senator. 

That was sent to me by William Fuller, director of aviation. In the 
accompanying letter that I am about to read, I believe it will answer 
your questions. 

Senator O’Manoney. I want the record to show that the photostat 
here is, quite obviously, the photostat of an original Western Union 
telegram. 

Mr. Brapsazon. It is, sir. 

Senator O’Manoney. The copy of the telegram from W. J. Fuller 
does not appear to have been made of a Western Union telegram. 

Mr. Brapazon. It wasn’t, Senator. 

Senator O’Manoney. Will you describe that, please? Where did 
you get that ? 

Mr. Brasazon. That was mailed to me by the director of aviation, 
Mr. Fuller. 

Senator O’Manoney. Very well. 

Mr. Brapazon. The letter was sent to me December 3, addressed to 
Mr. Paul F. Brabazon, president, Tele-Trip Policy Co., Inc., Cafritz 
Building, 1625 I Street NW., Washington, D.C. 
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Senator O’Manoney. Let me interrupt you to say that the photostat 
which I have is a photostat of a letter written on the letterhead of the 
city of Fort Worth, Tex. 

Mr. Brapazon. Excuse me, Senator; that is correct. It is on the 
letterhead of the city of Fort Worth, Tex. 

Senator O’Manoney. What is the name of the mayor at the top of 
this letterhead? It isa little blurred on the copy I have. 

Mr. Brapazon. Yes, sir. I believe it is Dr. F. E. Garrison. 

Senator O’Manoney. It is Dr. F. E. (Jack) Garrison, mayor. 

Mr. Brapazon. Yes, sir. Your copy came out better than mine. 

Senator O’Manoney. And on each side are the names of the mem- 
bers of the council, and then, below, the name of Mr. Fuller, director 
of aviation. You may proceed. 

Mr. Brasazon. Thank you, Senator. 

Dear Pavut: Attached is a telegram from the mayor of Atlanta, Ga., and my 
reply. 
“Friday, November 30, 1956, I had a telephone call from Mr. David Davis, 
airport manager at Denver, Colo., asking the same as in the telegram. Mr. 
Davis stated that a competitive company had stated that your company had 
defaulted on your contract, etc., not only at Fort Worth, but at other places as 
well. 

My answer was that it was not so at Fort Worth. That whatever was done 
here was done by mutual understanding by all concerned. 

¥ours very truly, 
W. G. FULLER, 
Director of Aviation, City of Forth Worth, Tea. 

Mr. Nevuxe. I have one more question I would like to ask, Sena- 
tor, if I may. 

Senator O’Manoney. Very well. 

Mr. Nevitix. Mr. Barrett has pointed out that Mutual of Omaha 

rovides in the field of air insurance only the air-trip insurance. 

ave you found this to be any handicap in competing with the other 
company or companies which provide other types of insurance ? 

Mr. Brapazon. It seems to be starting to have a little effect. 

Mr. Nevitie. Will you explain what you mean by that, Mr. 
Brabazon ¢ 

Mr. Braspazon. Well, there have been a couple of instances where I 
have received telephone calls from the airport managers of cities 
where Tele-Trip was able to negotiate a contract away from one of 
the other companies, and on the occasion of the telephone call, they 
asked me if Tele-Trip was involved in public liability and I told them 
no, and they said, “Well, Paul, can you help us at all? Apparently 
our premiums are being increased to some extent and we are wonder- 
ing if you have any company to recommend, other than the ones we 
have?” 

Mr. Nevitze. Would it be possible to tell us what airports, or is 
that a trade secret ? 

Mr. Brasazon. I believe I can mention it. Salt Lake City was one 
and Buffalo, N. Y., was the other. 

Mr. Nevitte. What happened at Salt Lake ? 

Mr Brasazon. At Salt Lake shortly after we were successful in 
negotiating this contract, Mr, Bergen, who is airport manager at Salt 
Lake, called me on the telephone and asked me the question I men- 
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tioned before, if I were in the public liability end of insurance, and 
I said, “No,” and I asked him what the problem was and he said: 
Well, since you have been operating the counter here, we have been receiving 
visits from the underwriter of our public-liability insurance at the airport, mak- 
ing such statements that we had better keep the terminal building in a much 
better condition. 
There seems to be too much wax on the decks. 


Mr. Nevitte. Was the airport forced to do anything about the wax 
on the decks as you have describe it ? 

Mr. Brapazon. They had it taken off. 

Mr. Nevitite. What about the one at Buffalo ? 

Mr. Brapazon. At Buffalo, where we have the installation, I did 
get a call from Mr. Jim Hanlon, who is commissioner of aviation in 
Baffalo, N. Y., asking me the same question, if we were involved in 
public liability and I stated “No,” and he said: 

Well, our premiums have increased so drastically we would like to find out if 
there is any way we can get a better coverage at lesser premiums. 

Mr. Nevitie. What did you advise ? 

Mr. Brapazon. I called a broker friend of mine and from there on, 
I don’t know what happened. 

Mr. Nrevitte. Do you know the company that provided the public 
liability at these two airports 4 

Mr. Brazazon. At Salt Lake City, it was Associated Aviation Un- 
derwriters and at Buffalo, I am not certain of this but I believe it is 
USAIG. 

Mr. Nevitiz. Thank you, Mr. Brabazon. That is all the questions 
we have. 

Senator O’Manonry. Mr. Peck, any questions ? 

Mr. Peck. I don’t believe so, Mr. Chairman. Thank you. 

Senator O’Manoney. Thank you very much, Mr. Brabazon. We 
are obliged to you for your statement. 

Mr. Nevitix. The next witness is Mr. A. Maxwell Klum. Mr. Klum 
has a statement which has already been distributed. 

Mr. McHveu. Mr. Klum, do you have a prepared statement ? 

Mr. Kium. Yes, sir. 

Mr. McHueu. Would you care to read it, please ? 

Mr Kium. Thank you. 

Mr. McHvuau. Proceed, Mr. Klum. 


STATEMENT OF A. MAXWELL KLUM, CHAIRMAN OF THE BOARD, 
THE MERCURY-INTERNATIONAL COS. 


Mr. Kuum. My name is A. Maxwell Klum. I am chairman of the 
board of directors of the Mercury-International Cos. The home of- 
fice address is Los Angeles, Calif. Mercury-International operates 
air-trip insurance concessions in the United States, Canada, and the 
Territory of Hawaii. 

My statement to this committee, although voluntary, is not by choice, 
but by necessity. During the past few years acquisition costs have 
spiraled fantastically, solely as a result of the high rentals that are 
paid by insurance companies at airport facilities. This started as a 
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normal competitive facet of the business but has now developed into 
a situation where sound business practice and economic factors have 
been completely ignored. 

If there was some manner in which this serious problem could be 
resolved without governmental regulation, of course, that would be 
highly desirable. However, the prospects are extremely bad; in fact, 
the problem is approaching the proportions of a crisis to the air-trip 
insurance industry. 

Air-trip insurance has been a vital factor in building confidence in 
the minds of the traveling public by calling well-deserved attention to 
the safety record of the United States scheduled air carriers. 

This service is now in jeopardy, and if corrective measures are not 

undertaken to place it on a sound basis, air-trip insurance may no 
longer be available at present rates and coverages when we enter the 
jet age. 
The underwriters are not retaining enough of the premium dollar 
to build the necessary reserves for potential catastrophes that may 
come as a result of the continued crowding of the airlanes and the 
operation of jet aircraft by the scheduled air carriers. 

The air-trip insurance business originated in 1938. Originally the 
primary purpose for the advertising and sale of air-trip insurance 
was a matter of good public relations for the airlines. The early 
sales of air-trip insurance were made by ticket clerks employed by 
the airlines. 

At that time little or no compensation was paid by the insurance 
companies for this service. Shortly after insurance machines were in- 
stalled in 1946, 5 percent of the gross was paid to the Air Transporta- 
tion Association. 

Rents were gradually increased to 714 percent, then 10 percent, and 
eventually 13 percent in 1952. 

In the meantime, the airport operators had taken over the function 
of granting the leases. For approximately 2 years, 13 percent was 
the theoretical standard rental charge. 

In 1954 there was a radical departure from custom in awarding 
contracts and the terms—inviting bids and minimum guaranties. 

Although the 13 percent seemed to form the basis of each contract, 
for all practical purposes it was meaningless. The minimum guar- 
anty became so high that in at least one extreme case the guaranty 
equaled more than 100 percent of the gross in May of 1958. 

Mr. McHueu. Mr. Klum, can you tell us what brought about this 
radical departure in 1954? 

Mr. Kuium. I think normal competition on the part of the under- 
writers, pretty much as the last witness outlined, of those companies 
who did not have contracts were attempting to get contracts, and at 
that time, also, certain of these exclusive arrangements which were 
usually for a 3-year period were beginning to end, and it was only 
normally, I think, that you would have invitations to bids put out, 
and at the same time the airport consultants were beginning to suggest 
that to airport managements. 

Mr. McHueu. Mr. Klum, do you believe that this was due in part 
or largely to the efforts of the existing companies to meet the com- 
 omscw that was offered as a result of the entrance of Mutual of 
maha into the field, or Tele-Trip ? 
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Mr. Kuium. I don’t necessarily believe so. I think it was a matter of 
the have-not’s at any individual airport. I mean, obviously, at this 
time only one company had the concession, and if two other com- 
panies were desiring an opportunity to acquire the concession or 
participate in it, why they only naturally would propose the bidding 
or some basis on which they ooald participate. 

I think it isa normal competitive thing. 

Mr. McHven. You state that there was at least one extreme case 
where the guaranty equaled more than 100 percent of the gross in May 
of 1958. Will you tell us what that case was ? 

Mr. Krum. That is Phoenix, Ariz., sir. 

Mr. McHvuen. Was this just for this one month, do you know, or was 
that for the whole year? 

Mr. Kium. This would have been the situation from the time that 
the counter was bid through May of 1958. I do not have the figures 
since May, sir. That would have been since the award of the con- 
tract for a period of 7 or 8 months. 

Senator O’Manoney. To what company was the award made? 

Mr. Kium. The award was made to Associated Aviation Under- 
writers, sir. 

Mr. McHvuen. You may continue, Mr. Klum. 

Mr. Kium. Thank you. 

The premium in 1938 was 25 cents for $5,000 in coverage, but limited 
to 4 hours from takeoff time. The period during which coverage ‘vas 
in effect was extended to 7 days, then 30 days, and finally 12 months. 
In 1952 the amount of coverage for 25 cents was increased to $6,250, 
a 25 percent reduction in premium. Originally the maximum coverage 
available to any one person was $25,000. The amount presently 
available is $187,500. 

Recent bidding by the air travel insurance companies indicates that 
they are now paying from 25 percent to 50 percent of the gross premi- 
ums collected for rents. 

In some cases the guarantees amount to 75 percent of the gross 
premiums collected for rents. 

In some cases the guarantees amount to 75 percent of the gross, and 
in at least one case, it is more than 100 percent. Considering that 
the normal operating agent’s commission in this business is 25 percent, 
the loss ratio in 1958 will exceed 40 percent, and other acquisition costs, 
excluding concession rentals, approximate 28 percent, we account for 
a total of 93 percent of the gross premium dollar collected ; the balance 
of 7 percent is all that is left to be allocated to rent, earnings, and 
reserves. 

It is now very obvious that after rent is paid, the companies must 
suffer large losses in 1958. This deplorable situation not only reflects 
unsound business practices, but also represents “gouging” the air- 
traveling public. 

Senator O’Manonry. Let me ask you, sir, do I understand that the 
$187,500 which you say is presently available as the maximum cover- 
age for any one person is sold at a premium in multiples of 25 cents 
for $6,250? 

Mr. Kium. That is correct, sir. That isa combination of three com- 


panies in that particular instance and the premium for that would 
be $7.50. 
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Senator O’Manoney. A combination of three companies? 

Mr. Kium. That is correct, sir. 

Senator O’Manonry. What three companies? 

Mr. Kium. That would be a combination primarily that I am fa- 
miliar with of Associated Aviation Underwriters, Security Life & 
Accident Co., and Continental Casualty Co. 

However, there is one case, I believe Kansas City, where for several 
months now they have been able to obtain $250,000, and that is a 
combination of the two policies that are offered through the facilities 
of Mutual of Omaha, Continental Casualty Co., and Associated Avia- 
tion Underwriters. 

Senator O’Manoney. Proceed. 

Mr. Kivm. It is admitted that 1958 is an abnormal year. However, 
based on experience in past years, the loss ratio would be close to 22 
percent. 

Therefore, in a normal year 25 percent would remain to be allocated 
for rent, earnings, and reserves. 

It can readily be seen that even where rentals amount to the recent 
minimum of 25 percent there will be nothing left for reserves or profits. 
These statistics are substantially the same whether an independent 
insurance agent is involved or a wholly owned subsidiary is substituted. 

If insurance firms continue to pay the present high acquisition costs 
for the business they are developing, it follows that loaded premiums 
must be collected from the insured. It is further obvious that acquisi- 
tion costs must be more realistic in order to build adequate reserves 
and broaden coverage to give the air traveler more insurance for the 
same premium. 

If fair and proper rentals were put into effect, coverage could be 
sufficiently broadened to reflect a 20-percent reduction to domestic pas- 
sengers and a 50-percent reduction in premium to international pas- 
sengers. Then if the loss ratio in the future improves, a further 
reduction in premium could be effected. As matters now stand, most 
companies will lose money this year even though there are no addi- 
tional crashes this year. 

Mr. McHvuen. Mr. Klum, did I understand you to say that until this 
competitive-bidding policy has resulted in these high rentals the pre- 
— market for rentals was in the neighborhood of 13 percent of 
gross 

Mr. Kium. Until the invitations to bid injected the minimum guar- 
anty situation in the contract, for all practical purposes, yes, sir, the 
13 percent was the prevailing rent. 

Mr. McHvau. Do I understand you to say that in your opinion if 
the rental were in the vicinity of 13 percent these insurance companies 
could reflect a 20-percent reduction in rates to their domestic passengers 
and 50 percent in their international business ? 

Mr. Kum. I do not believe that 13 percent of the gross is a reason- 
able and fair rental, sir, and my statement is not predicated on 13 
percent. 

Certainly there could be reductions. 

Mr. McHveu. Do you think that is too high ? 

Mr. Kicm. Unquestionably, sir. I have something further in my 
statement that highlights that one particular point, sir. 
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Senator O’Manoney. It occurs to me, Mr. Klum, perhaps to ask 
you at this point—I didn’t ask you this at the beginning—will you tell 
us for the record where your companies are incorporated ? 

Mr. Kuum. In California, sir. 

Senator O’Manonery. You say, “I am chairman of the board of 
directors of the Mercury International Cos.” That is plural? 

Mr. Kium. That is correct, sir. 

Senator O’Manonry. How many such companies are there? 

Mr. Ktium. In this particular that have to do with the air-trip 
insurance business, there are three, sir. 

Senator O’Manoney. Are they all California companies? 

Mr. Kuium. They are all California companies, yes, sir. 

Senator O’Manoney. Are they subsidiaries of any particular 
company ? 

Mr. Kium. No, sir. They are all separate independent companies 
with, in some cases, interlocking stockholders. 

Senator O’Manonry. How do they come together under this single 
name ¢ 

Mr. Ktum. Common management, sir. 

Senator O’Manoney. It iscommon management ? 

Mr. Kium. Yes, sir. 

Senator O’Manonery. Is the name of the common management com- 
pany the Mercury International Cos. ? 

r. Kium. That is right, sir. It is not an incorporated company, 
however. 

Senator O’Manoney. I was going to ask that. It is just a 
managerial 

Mr. Kuium. It is a housekeeping organization. 

Senator O’Manoney. A housekeeping organization, I see. Will 
you give the names of all three com anies? 

Mr. Kuium. The three seanchial companies are Mercury Interna- 
tional Sales & Service Co., which is a general insurance agency that 
actually operates the counters; the second company is Mercury Inter- 
national Research Co., which builds insurance dispensing equipment ; 
the third company is Mercury International Insurance Underwriters, 
which is the underwriting managers for one of the markets, present- 
day markets that make this insurance available, sir. 

Senator O’Manoney. In what types of insurance do you engage? 

Mr. Kium. Only in aviation accident coverages, sir. 

Senator O’Manoney. You have conveyed the impression that it is 
your belief now that the rentals charged at airports are excessive. 

Mr. Kium. Yes, sir. 

Senator O’Manoney. What rentals do you pay ? 

Mr. Kium. What rentals do we pay, sir? 

Senator O’Manoney. Yes. 

Mr. Kium. We are paying—the rentals that we pay for those—— 

Senator O’Manoney. Percentagewise ? 

Mr. Kuium. For those contracts that we have in our own name 
where we hold the contract and not held by one of the underwriters, 

we are paying approximately 13 percent, sir. 

Senator O’Manonry. Which you say is the average for all? 

Mr. Kuum. Yes, sir. 
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Senator O’Manoney. And an excessive average? It is too high in 
your judgment ? E 

Mr. Kuvm. I believe for this judgment it is too high, yes, sir. 

Senator O’Manoney. It is too high for this business? 

Mr. Kium. There is no question about it. 

Senator O’Manoney. Have you ever made any effort to get these 
rentals down ? 

Mr. Ktum. We made efforts, sir, but they have been most futile. 

Senator O’Manoney. What sort of efforts have you made? 

Mr. Kium. Negotiated efforts at locations. 

Senator O’Manoney. With the managers of locations? 

Mr. Kium. That is correct, sir. 

Senator O’Manoney. Have you had any negotiations with other in- 
surance companies ¢ 

Mr. Kium. We have certainly discussed it with the major companies 
in this business, yes. sir. 

Senator O’Manoney. What has been the result of those discussions ? 

Mr. Kium. Well, they have been most inconclusive, sir. Everybody 
is in agreement that the rentals are too high, but there has been noth- 
ing that has come about to change the situation. 

Seale O’Manoney. Is there any public body in any State or city 
to which a question of this kind could be submitted ? 

Mr. Kium. Some State insurance departments have laws that enable 
them to control acquisition costs. I am not familiar with those partic- 
ular States. 

In my own State of California they have no law, sir, that permits 
them to control acquisition costs. 

— O*’Manoney. What do you mean by controlling acquisition 
costs 

Mr. Kium. Where they are able to stipulate what business is going 
to cost to put it on your books. 

Senator O’Manoney. Can you give the committee the names of the 
States that have any such law i 

Mr. Kium. I only know, sir, there are a number of States that do 
have it. 

I do not have specific States. 

Senator O’Manoney. Have you had any personal experience with 
any State? 

r. Krum. I have discussed this problem very thoroughly with the 
California insurance commissioner. 

Senator O’Manoney. But you have said California has no such law. 

Mr. Kium. That is correct, sir. 

_ Senator O’Manonery. You have never discussed it with any State 
insurance commissioner 

Mr. Kium. I have not, sir. 

Senator O’Manoney (continuing). Whose State had a law? 

Mr. Kuium. No, sir. 

Senator O’Manoney. Proceed. 

_ Mr. Krum. As I see it, the prospect of any premium reduction is 
impossible under the present system. If airplane accidents were re- 
duced drastically in the coming years, this would merely be the sign 
for the airport consultants to signal the airport operators for another 
round of rent increases. This is becoming a vicious circle. If some 
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airport consultant would like to challenge this prophecy, I would like 
him to explain to this committee his formula for arriving at present 
rental charges. Or is the formula merely one of all the traffic will 
bear and the public be damned? The public has already contributed 
a great portion of the funds used to build these airports through allot- 
ment of Federal funds. It would seem that city officials and aviation 
boards should exercise intelligent leadership in standardizing rentals 
at a fair and equitable level, and thus avert possible governmental 
regulation. 

We believe the insurance service at an airport should be compared 
with the functions of a bank. There are no airports in the United 
States that force a bank to bid for the right to serve the air-traveling 
public. Banks pay a fair, fixed rate that is usually predicated on 
square footage occupancy. A survey reveals that banks pay from 
$3.50 to $5 per square foot per year. I believe this may be the appro- 

riate time to illustrate the exorbitant rental charges levied against 
insurance companies in the recent past. 

Senator O’Manoney. Since you have mentioned banks, Mr. Klum, 
I am prompted to ask you how it comes about that so much aversion 
to public regulation of insurance rates is expressed by representatives 
of the industry when all of them must know that all banks are subject 
to either State or Federal regulation ? 

Mr. Kium. Your point is well taken, sir. 

Senator O’Manonery. The banks do not complain about it. Of 
course, they did back in Lincoln’s administration when the Federal 
law on national banks was adopted. There was a great hue and cry 
then against Government interference with banking, that it was just 
a shocking thing for the Government to take over the supervision of 
banking, but the Congress at that time and the President felt that it 
was essential for the defense of the Nation that there should be a 
National Bank Act, and the Congress gave the President the act he 
wanted. It has brought about no such disaster as the false prophets 
of no supervision felt was bound to come. I just throw that out for 
consideration. Iam not asking you any question. 

Mr. McHvan. Mr. Klum, you refer here to the exorbitant rental 
charges levied against insurance companies. Are you suggesting by 
that that the airports in some way are themselves responsible? Are 
they the ones to blame for this practice of high rentals? 

Mr. Kium. I believe the airports now are the ones that are per- 

etuating it, sir. I do not believe they originally were the ones; but 
think now that the insurance companies have become fair game at 
the airport level. 

Mr. McHvueu. That is not to say that they have been exacting these 
rentals, is it ? 

Mr. Kium. My wording might be poor there, sir. 

Mr. McHven. Will you continue? 

Mr. Kium. The air-trip insurance contract of one of the Nation’s 
largest airports stipulates that the insurance company pay a minimum 
guaranty that exceeds $200,000 per year. The total space occupied 
for the sale of insurance is 122 square feet. The annual rental on a 

uare-foot basis, therefore, amounts to about $1,800 per square foot. 

e bank at the same airport pays $3.50 per square foot annual rental. 
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The insurance company pays more than 500 times as much rent as the 
bank on a square-foot basis. 

Senator O’Manoney. I cannot avoid remarking here that the bank 
is regulated by the Government, the insurance company is not. 

Mr. Kitum. You understand, I am sure, that this is an extreme exam- 
ple, but is there any valid reason for forcing payments that are 
normally 100 times as much as that paid by other tenants for similar 
space and privileges? It is generally recognized that rentals are 
normally based on the amount of space occupied rather than to dollar 
volume of business. Frequently the combination is a basis for rental 
charges; however, even then there is always some uniformity as to 
rates for all tenants. 

Our Congress must have foreseen this problem when it passed the 
Federal Airport Act, which specifically provides that the “airport 
(which the project relates) will be available for public use on fair 
and reasonable terms and without unjust discrimination.” 

Senator O’Manoney. Another example of Federal regulation. 

Mr. Kuium. This would seem to indicate that all segments of the 

ublic, whether insurance companies, banks, car rental agencies, air- 
ine ticket offices, restaurants, newsstands or telegraph offices, are en- 
titled to fair and reasonable use of the airports without unjust discrim- 
ination. It appears that the law actually prohibits an airport, 
which uses Federal funds, from charging an insurance company at that 
airport a higher rental for the use of the space occupied than the air- 
line ticket offices, banks, newsstands, telegraph offices, or other com- 
panies using similar space at the airport. 

Certainly insurance companies furnish a service which is more essen- 
tial to the successful development of commercial flight in the United 
States than the newsstand, bank, or restaurant. 

Although the degree may be slight, nevertheless, the municipalities 
are impairing the development of civil aeronautics by exacting exor- 
bitant rates from insurance carriers for airport space. 

The origin of air-trip insurance was on the theory that if it was sold 
at airports, it would create confidence in the safety of air travel. There 
is little doubt that if air-trip insurance were suddenly abandoned at 
airports, it would be a serious blow to the progress of air travel. 

In addition to discrimination against the insurance companies by 
virtue of exorbitant rentals, the air traveler is being treated unfairly. 

Questions have been raised by State insurance officials regarding the 
premiums presently in effect. 

The usual standards for ratemaking cannot be used due to the non- 
standardization of costs of doing business. 

_ Rental is the principal problem since it varies more than 80 percent 
in some cases. 

It is commonly known that the revenue from airports is used to 
operate the airport and to reduce any indebtedness. To further illus- 
trate how unfairly the present system operates, I wish to cite this 
theoretical example. The airport at Burbank, Calif., may be receiv- 
ing 13 percent of each dollar spent for insurance, while the airports 
at Pittsburgh, Pa., and Dallas, Tex., may receive as much as 50 per- 
cent of each dollar spent for insurance. It appears that either the 
airport at Burbank is not getting its just share of the insurance dollar, 
or Pittsburgh and Dallas are getting more than their share—almost 
four times as much. 
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Nevertheless, the real victims are the air travelers and insurance 
companies or agents. 

Due to the uniformity of premiums for insurance at all airports, 
the customer at Soctank is actually being forced to contribute a dis- 
proportionate share of his insurance dollar to the cities of Pittsburgh 
and Dallas. It would seem that the Burbank customers are entitled 
to a reduction of premium. But the present system makes it impos- 
sible. 

I realize that the purpose of a congressional investigation is to 
develop a basis for Federal legislation or regulation when found to 
be necessary. Nevertheless, I know that this problem can be solved 
without Federal legislation or regulation. The municipalities, or 
other bodies that control airports, should discard the recently adopted 
practice of auctioning the insurance contracts to the highest bidder. 
It is admitted that the members of the air-trip insurance industry are 
also at fault for allowing themselves to become embroiled in such 
cannibalistic competition. Usually, the public benefits from competi- 
tion. I believe we can agree that is not the case in this situation. 
Perhaps you do not have much sympathy for the insurance companies, 
who are not blameless for this condition. But I know that you are 
concerned with other factors that are byproducts of this system : 

1. The public is being forced to pay excessive premiums for air-trip 
insurance at airports. 

2. This situation is growing progressively worse. It may become 
so bad that insurance underwriters may soon find it necessary to reduce 
substantially the coverage or increase rates or, perhaps, withdraw from 
the market. 

That is my statement, sir, and I appreciate the opportunity to read 
it into the record. 

Senator O’Manoney. Any questions? 

Mr. McHueu. No further questions, Senator. 

Mr. Nevitxe. No further questions. 

Senator O’Manonry, Mr. Peck. 

Mr. Peck. No; thank you, Mr. Chairman. 

Senator O’Manoney. I would like to ask you some questions, Mr. 
Klum. It has been a very interesting paper. I think it is a real 
challenge to the municipalities and to the insurance industry. Of 
course, it is a challenge also to the Federal Government. I will want 
to ask you a question after reading this sentence from the last page 
of your statement: 


It is admitted that the members of the air trip insurance industry are also 


at fault for allowing themselves to become embroiled in such cannibalistic 
competition. 


By whom isthat admission made? Youadmit it? 

Mr. Kium. I have heard the others admit it from time to time, 
sir. I, perhaps, should have qualified it and said it was my opinion. 
I have not been authorized to speak for the industry. 

Senator O’Manonry. I know you have not been authorized, and 
I am not going to put you on the spot or ask you to name the indi- 
viduals. That, I think, is not at all necessary. I am against cruel 
and unusual punishment, may I say, so I am merely trying to find out 
to what extent this situation exists, because it would seem that you 
had received information which indicated that the air trip insurance 
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industry as a whole feels that there is something wrong, when you 
said: 

It is admitted that:the members of the air trip insurance industry are also 
at fault. 

Mr. Kium. Every time that we have had an opportunity to get 
together at some meeting or something, this has always been the 
foremost question that is discussed, and that is the high rental situa- 
tion and how the thing can be cured. I think that it can be said 
without being able to cite any specific instance that this has happened 
numerous times. I mean it is the No. 1 topic of conversation when- 
ever you meet one of the competitors or members of the industry. 

Senator O’Manonry. I would gather, from what you say, that you 
have had numerous discussions with the representatives of various 
companies, and that you have found a general recognition of this 
opinion that you have expressed here. 

Mr. Kium. Yes, sir. 

Senator O’Manonry. On the basis of the evidence that was pre- 
sented to us this morning, would you say that, if the Mutual Insurance 
Company of Omaha, Nebr., were to be forced out of business, there 
might be some change ? 

Mr. Kium. I do not believe so; no, sir. 

Senator O’Manoney. You do not think that if there was success 
in the movement to eliminate one competitor, the other competitors 
would become more reasonable in their bids for these sites at airports 
to sell insurance ? 

Mr. Kuum. Not unless all of them were eliminated down to one, 
sir; I do not believe that you would ever have that situation. 

Senator O’Manoney. Rnd, if they were all eliminated down to one, 
then you would have a complete monopoly ? 

Mr. Kium. That is correct, sir. 

Senator O’Manoney. You do not recommend that, do you? 

Mr. Kium. No, sir. 

Senator O’Manoney. Perhaps one of these days you will be recom- 
mending Federal regulation. 

Any other witness ? 

Mr. McHvuen. No; that is all the witnesses that we have for today, 
Senator. 

Senator O’Manoney. Let me say I think there will be a meeting of 
the full Judiciary Committee tomorrow, provided a quorum is ob- 
tained. I know that the members of the committee have other duties 
toperform. You have some witnesses for tomorrow ? 

Mr. McHvueau. We do, Senator. 

Senator O’Manoney. How many? 

Mr. McHucu. We have two witnesses, Senator. One of the wit- 
nesses may have other people with him. Essentially, it is two groups. 

Senator O’Manoney. Of course, it is obvious that we have not been 
able to present at public hearings the entire aspect of this particular 
category of our study. For example, what is it; Continental Cas- 
ualty ¢ 

Mr. McHvueu. Continental Casualty. 
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Senator O’Manoney. We have not been able to call anybody rep- 
resenting that company as yet. Of course, I want the insurance in- 
dustry to know that we are anxious to get a full statement of views 
from everybody engaged in this industry, and I am particularly grate- 
ful to all of the spokesmen who have come before the committee for 
their readiness to deal frankly with the situation, because it is only 
by frank dealing that we can come to an understanding. Again I 
want to say—I repeat this because of some comments that I made to- 
day—lI have no purpose of asking the Subcommittee on Antitrust and 
Monopoly to recommend that any of the facts developed at this. hear- 
ing be submitted to the Department of Justice for the prosecution of 
anybody, because I am not looking for antitrust prosecutions. I am 
looking for an intelligent review of the insurance industry by repre- 
sentatives of the public and by representatives of the industry, so that 
we can establish a rule of reason. 

I do not mind saying that my own judgment is that the rule of rea- 
son must in all cases finally result in some form of public regula- 
tion. That is why, when the famous Public Law 15 was passed s some 
10 or 12 years ago—how many years ago was it ? 

Mr. McHveu. 13. 

Senator O’Manonry. Thirteen years ago, a provision was written 
into that law to make it clear that the Cinusean had no purpose of 
withdrawing from the public the protection of the antimonopoly 
laws; so, I think that everybody in the industry ought to begin to give 
consideration now to reform. 

This Congress is coming to an early adjournment. The subcom- 
mittee could, possibly, continue public hearings during the recess, but 


there are many things that the Members of Congress must do during 
the recess besides recuperate from the strain of the sessions we have 
had; so, I have no desire to go into any prolonged investigation be- 
tween now and the beginning of the next Congress, although I may. 
But I do hope that the executives of the insurance industry, will take 
to heart the testimony which has been — here and evaluate 


it frankly and openly to themselves, and then, perhaps, develop re- 
forms which seem andl to be needed. 

How many witnesses do you have tomorrow ? 

Mr. McHvuex. Approximately two ae Senator. 

Senator O’Manoney. Can you cut it down? 

Mr. McHveu. There isa possibility. 

Senator O’MAnoney. I mean as to time, not as to witnesses. 

Mr. McHueu. Yes; we can. 

Senator O’Manoney. You can arrange that? 

Mr. McHven. Yes; we can, Senator. 

Senator O’Manoney. We are to have representatives of what group ? 

Mr. McHvuen. Of the New York Insurance Department. 

Senator O’Manoney. Is that all? There was another witness 
whom we discussed. 

Mr. McHven. Yes. 

Senator O’Manoney. But you do not know whether that witness 
is coming ? 

Mr. McHvucu. We won’t know until this afternoon whether he 
will be here. 
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Senator O’Manoney. The Judiciary Committee does not meet to- 
morrow until 10:30, so that I shall be able to be here at 10 o’clock, 
at least, and maybe I will be allowed to be absent from the full com- 
mittee. So, I will recess the hearing at this time until 10 o’clock to- 
morrow morning in this room, hoping that we may then proceed 
with your two witnesses and, possibly, your third. 

Mr. McHveu. That is correct, Senator. 

Senator O’Manoney. Very well. 

(Whereupon, at 12:45 p. m., the subcommittee adjourned, to re- 
convene at 10 a. m., Friday, August 15, 1958.) 
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FRIDAY, AUGUST 15, 1958 


UNITED STaTEs SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:15 a. m., in room 
457, Senate Office Building, Senator Joseph C. O’Mahoney, presiding. 

Present: Senator O’Mahoney. 

Also present: Donald P. McHugh, counsel; Gareth M. Neville, 
assistant counsel; Louis Rosenman, attorney ; Wilbur D. Sparks, attor- 
ney; and Theodore T. Peck, counsel to Senator Dirksen. 

Senator O’Manonry. We will come to order. 

Call your first witness, Mr. McHugh. 

Mr. McHvuen. Our first witnesses are representatives of the New 
York State Insurance Department; Mr. William C. Gould, who is 
the chief of the property bureau, and Mr. Joseph Collins, who is the 
chief of the rating bureau. 

Will you please come up, gentlemen ? 

They have with them, Senator, two of their technicians who might 
want to sit with them for the purpose of assisting them; Mr. David 
Wohlner, who is the principal examiner in the property bureau, and 
Mr. Harold Rothbart, the associate insurance examiner in the rating 
bureau. 

I wonder if you would describe for the subcommittee what the juris- 
diction of your bureau is over any aspect of the aviation insurance 
business and, then, Mr. Collins, the chief of the rating bureau, could 
describe what the jurisdiction of his bureau is over any aviation 
insurance. 


STATEMENT OF WILLIAM C. GOULD, CHIEF OF THE PROPERTY 
BUREAU ; AND JOSEPH COLLINS, CHIEF OF THE RATING BUREAU, 
NEW YORK STATE INSURANCE DEPARTMENT; ACCOMPANIED 
BY DAVID WOHLNER, PRINCIPAL EXAMINER, PROPERTY 
BUREAU; AND HAROLD ROTHBART, ASSOCIATE EXAMINER, 
RATING BUREAU 


Mr. Goutp. The property bureau, Mr. McHugh, is charged with the 
responsibility of supervising all insurers transacting business, other 
than life, coming within the scope of which insurance, I may mention, 
is accident and health business. 
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Our primary function in the property bureau is one of discharging 
the regular statutory examinations of property insurers and in addi- 
tion the various other aspects such as processing the organization of 
these companies, admission of foreign insurers, licensing, passing upon 
general forms of agreements such as reinsurance agreements, merger 
agreements, domestication agreements. 

Mr. McHvueu. Are you confining your testimony just to aviation 
insurance ? 

Mr. Goutp. No, sir; Iam going to come to that. 

Aviation business of itself is but one phase of the property insur- 
ance business. It will come generally within the phase of liability 
insurance or property insurance and takes on some aspects of fire 
insurance coverage to the extent that full coverage would be involved. 

The air travel, if that is the area in which I understood you are 
seeking testimony from me, would come within the scope of accident 
and health insurance which would be transacted by many of the 
insurers functioning under the supervision of the bureau. 

Mr. McHucu. Then do I understand, Mr. Gould, that so far as the 
property bureau is concerned, your responsibility for jurisdiction in 
the field of aviation insurance would be with reference to air travel, 
which comes under accident insurance? 

Mr. Goutp. It would be more from the fact that it would be trans- 
acted by the insurers which are property in nature and come within 
the supervision of the bureau. That is but one phase of a many 
faceted operation. 

I wanted you to understand, too, when you are asking our particular 
functions they are broad in every scope. 

However, when it comes into the particular field of rating matters 
or policy approval matters which latter would relate to accident and 
health contracts, then other bureaus of the department come into play, 
to wit, Mr. Collins would be responsible in the particular areas of 
rating matters coming within article 8 of the New York insurance law. 

For your information they would basically be confined to fire and 
casualty rates. 

The rating matters in respect to accident and health business are 
supervised through our policy bureau and actuarial bureau in Albany. 

r. McHvuex. Do I understand that your accident insurance is 
specifically exempt from the provisions of the so-called industry model 
rating? 

in Yes, sir; [think that iscorrect. However, accident and 
health rates are the subject of an entirely separate article of the law. 

Mr. McHvuen. Will you explain what article of the New York law 
gives you jurisdiction over rates in the accident field? If you can, I 
wish you would now confine your testimony to the subject matter of 
this investigation, which is only aviation insurance. 

Mr. Goutp. Yes, sir. Specifically, section 164 of the New York 
insurance law, and I believe it is in subsection 2, prescribes that all 
policy forms, riders, applications and endorsements used in connec- 
tion therewith, and the schedule of rates applicable thereto must be 
filed with the superintendent. 

Another section of the law vests the superintendent with specific 
power in respect to passing upon such filing and that would be in sec- 
tion 154 of the statute. 
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(The statutes referred to may be found in the appendix on p. 900.) 
Speaking from memory, I believe that the general concept of section 
154 vests the superintendent with specific power to refuse approval of 
any particular form, if, in his judgment, they do not—the particular 
form does not satisfy the basic statutory standards, one of which is 
that if the benefits provided are unreasonable in relation to the 
premium charged 

Mr. McHveu. Let us get this clear. It is your testimony now, so 
far as the statutory provisions you are speaking of are concerned, 
they would deal primarily in the aviation field with so-called air-trip 
insurance ¢ 

Mr. Goup. It would come within that scope, Mr. McHugh. As I 
mentioned, aviation insurance is but one branch of business. 

Mr. McHueu. We are trying to confine the testimony just to that. 

Mr. Goutp. If I may make it clear this way, so-called air-trip busi- 
ness would have no different status within the meaning of the law 
than any other accident and health contracts. 

Mr. McHvueun. Under these other provisions of the law that you 
are speaking of, you would be dealing with the air-travel business of 
the aviation insurance? 

Mr. Goutp. Yes, sir; my comments now are directed to that point. 

Mr. McHveu. These provisions that you are speaking of then are 
not provisions designed as such to control rates, is that correct? 

Mr. Goutp. No, sir, I cannot agree with that observation. 

Mr. McHver. Are they designed as such to control rates ? 

Mr. Goutp. That again comes within the scope of a question of 
judgment. Our own department counsel, I believe, has had occasion 
to go into this subject and while it may be reasoned that the language 
which I have referred to does not spell out what is a direct approval, 

et I think it has been the basis of his conclusion, which I would ask 
es to check for you at a later moment, that the law is an indirect 
rating control. 

Mr. McHvueu. Then you are saying that it is an indirect way to 
control rates ¢ 

Mr. Goutp. I think that is the basic reasoning. 

Mr. McHueu. Would you say that it is factual to describe this pro- 
vision of the Jaw as not being designed essentially for the purpose of 
controlling rates? 

Mr. Goutp. No, I couldn't say that, sir. 

Mr. McHueun. There are other provisions of the New York rating 
laws, however, which are directed specifically at the problem of rates 
by insurance companies, are there not ? 

Mr. Gourp. There are, but not in the field of accident and health 
insurance, 

Mr. McHven. Right. So that while there are other provisions of 
the insurance laws which directly give the New York Insurance 
Department authority over rates, these provisions of the law do not 
apply to the air-trip insurance ? 

Mr. Gourp. Yes, sir; and do not apply to accident and health at 
all. 

Mr. McHveun. So that your authority with reference to air travel, 
or so-called trip insurance, so far as rates are concerned, are under 
the provision of the law in which, as you have just described, the 
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insurance commissioner has authority to review those rates, the stand- 
ard being whether the benefits provided therein are unreasonable in 
relation to the premiums charged, is that correct ? 

Mr. Goutp. That language would mean disapproval, if he found 
that condition existed. 

Mr. McHveu. This provision of the law requires a finding by the 
commissioner concerning these rates before this air-travel insurance 
can be sold at these rates, is that correct ? 

Mr. Gourp. I do not think it would necessarily require an affirma- 
tive finding. It may take its form in the fact that the superintendent 
would merely disapprove without any specific notation as to the basis 
upon which the decision was reached. 

Mr. McHvueu. Would the company selling insurance at these rates 
have the authority to sell insurance at a rate before it has been affirma- 
tively approved by the New York Insurance Department ? 

Mr. Boeri No, sir; not in my opinion, and I don’t think, either, 
in fact. 

Mr. McHven. Can you tell the committee something of what your 
actual experience has been in practice in exercising supervision over 
this type of accident insurance ? 

Mr. Goutp. Yes, sir; I will. 

May I preface my remarks by stating to you that as a complement 
of the section to which we have referred dealing with policy approvals 
ab initio, there is another section of the statutes, namely, section 141 
which gives the superintendent power to withdraw approval of a 
policy form previously approved, if he found that that same condition, 
namely, that the benefits provided are unreasonable in relation to the 
premium charged exists. 

(The statute referred to may be found in the appendix on p. 901.) 

Mr. McHvuen. So that these various provisions of the statutes 
that you are describing, you suggest, are designed to give the com- 
missioner as much jurisdiction over rates as he has under the so-called 
model rating law ? 

Mr. Gouxp. In line with the comments I made earlier which I think 
apply with the same force here, in my judgment, I think that that is 
so, albeit it is stated in a different form, and I think that our counsel 
of our own department, at least I feel, based his observation upon that. 

Mr. McHueu. Would you say, in fact, that the kind of rate regula- 
tion provisions in the aviation accident insurance field are similar to 
your rate regulations as provided under the model rating law? 

Mr. Goutp. In this area, I would be testifying as a matter of opin- 
ion, because I am not close to the Albany office to know precisely the 
area of operation, but I would state to you that as a matter of opinion 
that I think they receive the same type of study as a basis for determin- 
ing what department action is to be given or to be taken, in a given case. 

Mr. McHven. If that is true, and if that is the fact, what would be 
the sense of excepting accident insurance from the model rating law? 

Mr. Gouxp. Because it has no bearing on that. The accident and 
health business has always been the subject of specific provisions. 

Mr. McHvseun. Is it because of the fact that in the accident field you 
don’t have bureaus which are subject to the provisions of the rating 
law ? 

Mr. Goutp. In my opinion, Mr. McHugh, I don’t think that had any 
bearing upon the matter at all. This phase that we are talking about 
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came into being, I do not exactly know the date; I will say, perhaps, 
that it has been on the statute books for about 10 years. Industry may 
take the position and probably has spoken and has stated it publicly 
that there is not an affirmative rate regulation. We cannot agree with 
that. 

You asked a moment ago, sir, what steps we take in our particular 
sphere of operation, and to indicate the extent to which supervision at 
our own level is taken and then the subsequent steps. 

In our bureau, as I mentioned, we are charged with the responsi- 
bility of conducting regular ex: amination of property insurers. When 
our examiners receive an appointment to make such an examination 
their appointment instructs them to make an investigation into the 
condition and affairs of the insurer under examination and to make a 
full report to the superintendent. While basically we are interested 
in financial conditions, yet the scope of our actual examinations would 
go into all phases of operation and, perhaps, may even at that stage in- 
clude some phases of rating. 

When the latter matters come to our attention, depending upon 
whether it is in the fire or casualty field or in accident and health, we 
prepare appropriate memorandums to the chief of the section involved 
with our suggestions as to the course of procedure to be followed. 
From that point on, the particular matter would then be processed 
through the bureau involved. 

Mr. McHueu. If you will excuse me for interrupting, getting to 
specific cases, can you tell us what the New York Insurance Depart- 
ment has done with reference to the matters concerning which testi- 
many has been given to this subcommittee, that is, with reference to 
one of the principal aviation pools that is selling air-trip insurance 
it was reflected for a 5-year period the loss ratio was approximately 
26 percent and that in recent months, possibly within the past year 
or 2, there is evidence that the amounts paid for rentals at airports 
had been exceeding the gross revenue. Is this a matter which the 
New York Insurance Department knows about, and what, if anything, 
has been done about it? 

Mr. Goutp. Yes, sir. I was coming to that, Mr. McHugh. In con- 
nection with an examination made by this department of the Associated 
Aviation Underwriters, and I believe now from memory that that was 

in connection with an examination made as of November 30 of 1951. 

Mr. McHueu. November 30, 1951? 

Mr. Goutp. Asofthatdate. By force of circumstance the examina- 
tion was made some time later than that. But in connection with that 
examination it was noted that the period of experience which ran down 
to, I think, it was June 30, 1952, had what—produced what in your 
opinion was a very, very ‘low loss ratio. 

Mr. McHveu. Is this the first examination that the department has 
made ? 

Mr. Gouup. No, sir; there was a prior examination. I think the 
first one was made as of November 30 of 1946. 

Mr. McHvueu. The first one was made in 1946? 

Mr. Goutp. That is correct. 

Mr. McHuen. These are examinations made by the property bu- 
reau ? 
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Mr. Goutp. These examinations were conducted by the property 
bureau; yes, sir. 

Mr. McHveu. Is it correct if we say that the report goes through 
June of 1952? 

Mr. Gouip. The report on condition dealt with matters as of No- 
vember 30, 1951. However, this aspect which we are now discussing 
brought the experience on air-trip insurance down to June 30, 1952. 
Bear in mind, when the examiner was in there it was some time after 
the actual precise date of examination. So that the examiner had the 
benefit of additional experience. 

Mr. McHuen. Six months longer? 

Mr. Gouup. That is correct, which was incorporated within the 
study which was made. And on the basis of that study it was deter- 
mined that the loss ratio seemed to be, within the language of the 
statute, unreasonable in relation to the premium charged. 

Senator O’Manonry. May I interrupt at this point? The con- 
fusion which I anticipated is developing earlier dan I thought it 
would. I am being called now to go to the Committee on Public 
Roads, where four constituents are to be introduced in a case involv- 
ing the location of a Federal-State highway. Would it be satis- 
factory to you, Mr. Gould, to continue your testimony ¢ 

Mr. Goutp. Most certainly. 

Senator O’Manoney. I will be back in just a few minutes. I would 
very much appreciate it if you would do that. 

Mr. Goutp. I will be very happy to do it. 

Mr. McHveu. I believe you were explaining the results of this 
examination. 

Mr. Goutp. Yes, sir. The findings of the examination in this par- 
ticular area were brought to the attention of our policy bureau in 
Albany, and thereafter appropriate conferences were instituted with 
a view toward bringing about a correction of that situation, and it 
was as a result of action by this department, not by the insurers, 
that an upward adjustment in the benefits was made at the same pre- 
mium rates. 

Mr. McHvucu. What were the upward adjustments that resulted ? 

Mr. Gouxp. I believe that the basic benefit change was from the 
$5,090 principal sum to $6,250. There was, also, some modification 
made in the medical expense indemnity benefits. I may be a little 
off in the actual dollars, but the area, as I recall it, was from $250 
up to $312.50, something in that area. 

Mr. McHveun. So that this change in the principal sum came about 
as a direct result of the examination made by the property bureau 
of the Associated Aviation Underwriters and the recommendation 
that resulted from that examination. 

Mr. Gourp. Not only the recommendation but, also, the conferences 
with industry representatives, with the AAU authorities. And there- 
after there was a voluntary agreement to accomplish this desired 
upward adjustment in benefits. 

Mr. McHvueu. A voluntary agreement by whom ? 

Mr. Goutp. By the companies represented—by AAU. 

Mr. McHvuen. Were there any other companies selling aviation in- 
surance that increased the principal sum at this time? 

Mr. Goutp. I think that actually followed, Mr. McHugh. I do not 
think it was necessary that there be any further action in the cases 





THE INSURANCE INDUSTRY 203 





of other insurers transacting business in that field, because it followed 
that, probably by the force of competition itself, would not have per- 
mitted them to offer a benefit which was lower than another com- 
pany would be able to do. 

Mr. McHueu. Was this action taken by Associated as a result of 
an order by the New York insurance commissioner ? 

Mr. Goutp. I do not think that it called for an order at that time, 
Mr. McHugh. As I mentioned, the conferences resulted in the vol- 
untary agreement by 

Mr. McHueu. I am just trying to get the facts. 

Mr. Goutp. Yes, sir—excuse me. 

Mr, McHueu. Your answer is “No,” I take it. 

Mr. Goutp. No; to my knowledge, I have not seen any order. 

Mr. McHucu. Was there any reluctance on the part of Associated 
to increase the principal sum in the negotiations that you had? 

Mr. Gouxp. I was not present at these conferences, Mr. McHugh, 
so I cannot testify to that. As a matter of personal knowledge, I 
don’t believe any. I have never heard from any of our people in the 
department there was any reluctance. 

Mr. McHucu, What subsequent examinations of air-trip insurance 
were made by the insurance department ? 

Mr. Gouxp. There has been a recently concluded examination of 
the Associated Aviation Underwriters which examination was made 
as of November 30, 1956. That has been so recent that the report 
has not yet been completed. And present indications are, from a 
study of the examiner’s findings in the field of air-trip insurance, that 
further conferences will probably be in order in the direction of an 
additional upward adjustment in the benefits. 

Some steps have already been taken in that. 

Mr. McHueu. Excuse me; this covers what period of time ? 

Mr. Goutp. The 5-year period up to 1956. 

Mr. McHvuen. Through December 31, 1956 ? 

Mr. Goutp. Through November 30. 

Mr. McHucu. Through November 30, 1956 ? 

! Mr. Goutp. That is correct. 

Mr. McHueu. The report has not yet been written ? 
) Mr. Goutp. Not yet completed. 

Mr. McHueu. Has the report been written ? 

Mr. Goutp. There is a manuscript covering substantially all of it. 
We are awaiting opinions of counsel on two important questions of 
law, which are not germane to our discussion. 

Mr. McHuen., I am a little confused by what you say as to the 
scope of the time covered by this report. You say it is through No- 
vember 30, 1956. This is your 5-year reporting provision, ‘To what 
extent does that report, then, reflect air-trip experience from that 
date down to the present time ? 

Mr. Goutp. The experience that the examiner used, took at that 
time, in keeping with the practice noted in relation to the earlier re- 
port, brought the experience down, I believe, to June 30, 1957. So, 
we are talking of that period of time down through June 30, 1957. 

Mr. McHuaeu. Does the New York Insurance Department have 
official knowledge of what has been transpiring in the aviation insur- 
ance business since J une 1957 to the present time ? 
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Mr. Goutn. I don’t know that we have got complete experience that 
would cover down to the last 6 months of 1957 and all of 1958. No, 
sir; I don’t know whether we have that. I can’t testify to that. 

Mr. McH ven. In the first 6-month period of 1957, what did your 
investigation show with reference to airport rentals ? 

Mr. Gourp. You are talking now about the actual fee paid by 
insurers ¢ 

Mr. McHven. Yes. 

Mr. Goutp. I haven’t got the full particulars of that, Mr. McHugh, 
with me. Bear in mind that that is but one facet of the entire exper- 
ience on accident and health business. I know that our policy bureau, 
in any conferences dealing with this matter, will no doubt give that 
some consideration. The mere fact that expense rates would be high, 
particularly high, would not necessarily change our views in respect 
to the benefits that are going to the subscribers or to the insureds. 

Mr. McHvueu. Under the findings with reference to the benefits 
being reasonable in relation to the premiums paid, what would be the 
reaction of the New York Insurance Department where rentals in 
airports are as high as 50 percent of the gross revenue being obtained 
at the counter where that is being sold ? 

Mr. Goutp. You ask what will be the attitude of the department? 
Bear in mind I am not the policymaking officer for the department. 

Mr. McHvueu. But, as chief of the property bureau, what would be 
your opinion ¢ 

Mr. Gouin. That, certainly, I would not express an opinion affir- 
matively as to what my reaction immediately would be toward a high 
rental. That would not necessarily disturb me. I would want to 
know what was the basis for the payment; what were the underlying 
circumstances; was the payment geared to an immediate investment 
which is going to produce results over a period of time. There are 
many facets that would enter into a final conclusion. I could not 
state to you as I sit here what I would do in a given case without 
knowing all of the facts. 

Mr. McHveu. If it was found out that the loss ratio for this busi- 
ness over the period in question was in the neighborhood of 25 to 26 
or 27 percent 

Mr. Gourp. Yes. 

Mr. McHuen. And it was discovered that airport rentals were as 
high as 50 percent of the gross business, would that suggest to you that 
either the rates are too high or, in fact, too much money is being paid 
for this type of air-trip insurance? 

Mr. Goutp. No; in respect to that, speaking from a personal stand- 
point, certainly, under the conditions, if that was a credible result in 
a continuing process, I would have no hesitancy in saying that I think 
that would fall in the category of the statutory standards; that it 
would not meet the standards prescribed by the law. And I would 
have no hesitancy to recommend the withdrawal of the approval of 
any such form. 

Mr. McHueu. If any subsequent investigation of the current situ- 
ation reveals this to be true, as has been testified to at these hearings, 
what action could the New York Insurance Department take with 
reference to this type of acquisition cost ? 











@® 


crerTQcrus GO ew ft 


ES = Oe 


THE INSURANCE INDUSTRY 205 


Mr. Goutp. Well, I think that the superintendent, through his pol- 
icy bureau, would undoubtedly take note of all of the factors present. 
You are asking me as a matter of personal opinion. 

The mere fact that some insurer may have no inhibitions about pay- 
ing high rates—I am talking here in the sense of a rental rate—that 
would not cause me to approve the passing on of that high rate to the 
consumer public. I abana not permit any such factor to go into the 
overall rate. In a word, if the payment is being made, it ought to be 
out of corporate funds or, in a stock case, out of stockholders’ funds. 

Mr. McHvuexu. Would the New York Insurance Department have 
the authority, if they found these facts to exist, to issue any sort of 
rules or regulations placing a limit on the amount of rentals that could 
be paid by the insurers ? 

Mr. Goutp. No, sir; I don’t think that that is a function or a re- 
sponsibility or power of the superintendent. We are dealing here with 
a matter of managerial judgment. For the superintendent to take 
action such as you are suggesting would be to place us in the position 
of legislating. You know what the reaction there is. The legisla- 
ture assumes that as a responsibility unto itself. 

Mr. McHvuen. Does the New York insurance commissioner have 
rulemaking authority ? 

Mr. Gouxp. Not in that area, to prescribe limits on expenses. We 
have prescribed rules dealing with certain types of insurers that place 
a limitation on overall expenses, but not in any particular field. We 
have no authority under the law to fix rentals or salaries that may be 
paid to company officials. That is a function that rests with manage- 
ment. 

Indeed, if we felt, in our judgment, that they were high, we would 
have no hesitancy to call that to the attention of management and 
suggest some type of review, but there, again, you are coming into an 
area where the department is not a legislative body, nor is it a judicial 
body. We could not deprive the insurer of its legal right to proceed to 
review the superintendent. 

Mr. McHvueu. Mr. Gould, in the event that your investigation of this 
situation would confirm the charges that have been made to the sub- 
committee in the testimony that has been presented here that one of 
the principal reasons for these high rentals that are being paid by the 
various companies offering air-trip insurance has been for the purpose 
of resisting competition of one of the newer companies which has re- 
cently entered the field—that it was not designed legitimately for the 
purpose of serving the air-travel public—what authority would New 
York Insurance Department have in this respect? What could you 
do about it? 

Mr. Goutp. Well, you are suggesting here, as I understand it, that 
the insurer involved was a party to setting rental rates. As I under- 
stand it, the rental rates are set by the owner of the airport. 

Mr. McHveu. The testimony is that the various insurers are quot- 
ing rental rates which they will bid. If as testified there is some rea- 
son to support the view that there may be an agreement among the 
two companies bidding and setting the rental rates, that there 1s an 
agreement to do this as a basis which will preclude a third company 
from getting into the picture, then what action would you take in 
that case? 
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Mr. Goutp. Here we are exploring an area that may involve a legal 
question, Mr. McHugh. I am not in any sense a lawyer. I made 
notation of the testimony yesterday with the full intention of bringing 
this back to the superintendent for appropriate study, by him or by 
the department counsel. 

You ask what may be the possible action. Speaking as a layman, 
I would hazard a guess that this may come within the scope of some 
unfair trade practice which can come within the scope of the New 
York law. 

Mr. McHvueu. What unfair trade practice of the New York In- 
surance Code would cover this? 

Mr. Goutp. We have an article of the law, I believe it is article 
9-D, that deals specifically with unfair trade practice. 

Mr. McHveu. Is this an unfair trade practice under that provision ? 

Mr. Gouxp. I don’t think it is a named unfair trade practice, but 
there is a section in the article dealing with those that are not named. 

(The statute referred to may be found in the appendix on p. 912.) 

Mr. McHvuenu. Would it be considered an unfair trade practice? 

Mr. Gouin. Again, you are asking now what my opinion would be 
as an attorney. I do not know. But if I were faced with that, I 
may be impelled to present it, at least, for consideration as an act 
that may be an unfair trade practice. 

The final determination would be made by the superintendent and 
his counsel. 

Furthermore, even if we made that determination and incorporated 
it within a report, we have no authority to make that final until 
processes of law have been satisfied, namely, that the report has been 
transmitted to the insurer, that it has had an opportunity to file ob- 
jections, if any, following which it then has a right of judicial 
review. 

So there are many steps that would have to be taken before that 
would be finalized as an act, if it is determined to be unfair trade 
practice to confirm that fact. 

Mr. McHven. Has the New York Insurance Department, to your 
knowledge, ever proceeded against any group of insurance companies 
in any field for conspiring to restrain trade? 

Mr. Goutp. I do not know of any, to my own knowledge, Mr. 
McHugh. 

Mr. McHueun. If these facts did support the inference that there is 
a conspiracy to restrain trade, does the New York Insurance Depart- 
ment have authority to issue any sort of an order which would effec- 
tively bring up such a conspiracy ¢ 

Mr. Goutp. In my opinion I feel that there is sufficient authority 
within the New York law to enable the superintendent to deal with 
such a condition. 

Mr. McHvuen. What is that? 

Mr. Gout. He can invoke the principles of the Unfair Trade Prac- 
tice Act. 

Mr. McHvueu. What sort of order could he issue ? 

Mr. Goutp. There would be in there, following the legal steps 
which are prescribed—it would eventuate in a cease and desist order. 
If that is flouted then there is an appropriate penalty in the statute— 
I believe it is a $5,000 fine. 
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Mr. McHveu. What if the acts in question against which you 
might want to proceed are committed outside of the jurisdiction of 
New York State ? 

Mr. Goutp. I was coming to that. The article, as you will note in 
9-D, relates, as I recall it specifically to acts committed in the State 
of New York. 

You will note, also, that it deals specifically with all insurers. It 
does not differentiate between either domestic or foreign. 

I think that within the broad powers conferred upon the superin- 
tendent by general sections of the statute, one of which is section 10 
of the law, and, also, in the liquidation statute, the superintendent 
is vested with very wide powers regardless of where acts may be 
committed by a domestic insurer. 

Mr. McHveu. Suppose that insurers who are domiciliaries of the 
State of New York entered into agreements with foreign insurers 
to divide up aviation insurance business among themselves in Latin 
America, what authority would the New York insurance commissioner 
have with reference to that ¢ 

Mr. Goutp. As I have indicated to you, Mr. McHugh, I believe 
that the broad general powers vested in the superintendent in respect 
to creatures of the State of New York, and confining that to New 
York insurers, would be sufficient to reach that. If the superintendent 
concluded that they were improper acts, that they were violative of 
charter powers, or they were willful violations of the laws of various 
States, even of the United States Government, that he would have 
the authority under these broad general powers to bring about a 
cessation of them with complete authority. 

Mr. McHvuen. Assuming that these acts affect only the foreign 
commerce of the United States and only carriers outside of the bound- 
aries of the State of New York, would you say that his authority 
would still be the same? 

Mr. Goutp. Again, I have to make this statement to you, I hope 
you will pardon me, I am not an attorney—we are discussing matters 
now that essentially resolve themselves into legal questions—I am 

rng it as my opinion that the powers of the statute are sufficiently 
road. 

As an illustration at this point, you may be interested to know what 
New York did in a particular case. We had a situation that was 
demonstrated by examination conducted by the department that an 
officer of a corporation was untrustworthy. The acts were not com- 
mitted in the State of New York. They were committed outside of 
the State. Yet as a result of action taken by the department, the 
principal executive officer was removed, and it was under the appro- 
priate authority vested in the superintendent under the New York law. 

Senator O’Manonry. May I interrupt just a moment? I have just 
received another call for another committee hearing. I would like 
to ask you a question or two before I leave. 

This case which you have just given to the committee, I take it, 
on the basis of what you said just prior thereto, involves an act of 
an officer of a New York insuring company ? 

Mr. Goutp. That is correct, sir. 

Senator O’Manoney. Suppose that there were an insuring com- 
pany, not subject to the jurisdiction of the New York law, incorpo- 
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rated in another State, or by another nation, for example, but engaged 
in operations in the United States, outside of the jurisdiction of the 
State of New York, do you know of any instance of such a kind in 
which the New York commissioner has acted ? 

Mr. Gouin. None comes immediately to mind, Senator. But in that 
area we would have the power appropriately to act under our license 
laws, and if there were such an act as that which in the judgment 
of the superintendent was improper, he could institute actions. 

Senator. O’Manonry. Do I take it that if the State of New York 
licenses an insuring company to conduct a business of insurance within 
the State of New York, the commissioner nevertheless can follow the 
acts of that foreign company—foreign in the sense of being not a 
State company—wherev er it operates throughout the United States 
or throughout the world ? 

Mr. Gouwp. I think that it would, sir. I think that the provisions 
of section 42 of the statute will 

Senator O’Manonry. What section ? 

Mr. Goutp. Section 42 will permit that. 

Senator O’Manoney. Of course, I cannot ask you to recite those 
provisions to me. 

Mr. Goutp. The basic principle in there, Senator, invokes—to give 
you the underlying philosophy of it, section 42 invokes the principle 
that the foreign insurers could not transact at any point a line of 
business which it was not authorized to transact within the State of 
New York, even though under its own powers, under its own charter 
in another State it had specific powers. 

(The statute referred to may be found in the appendix on p. 900.) 

Senator O’Manoney. You are speaking of “¥ exercise of these 
functions within the boundaries of the State of New York. I am 
now talking about action beyond the boundaries of the State of 
New York. But, however, may I remind you, Mr. Gould, that you 
have said that vou are not an attorney. 

Mr. Goutp. That is correct. 

Senator O’Manonry. And you do not want to give legal opinions? 

Mr. Govutp. On the contrary, I am trying to refrain. 

Senator O’Manoney. I have been trying not to ask vou for a legal 
opinion. 

Mr. Gourp. That is correct. 

Senator O’Manonry. Because of your disclaimer. My questions, 
therefore, have been intended to develop facts which have come within 
your knowledge. 

Mr. Goutp. Yes, sir. 

Senator O’Manonery. Let me ask you, for example, suppose 20 dif- 
ferent insuring companies—some in New York, some of another State, 
some, perhaps, of a foreign government—unite together and commit 
part of their jurisdiction of insuring to a managerial group: and as- 
sume that this managerial group is not a New York corporation—how 
far in your experience, if ever, has the authority of the insurance 
commissioner of New York been used in any connection whatsoever in 
connection with such an operation ? 

Mr. Goutp. I don’t know of any specific cases, Senator, as I sit 
here. 

Senator O’Manoney. You have been listening to the testimony 
which has been developed here from the beginning of this hearing? 
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Mr. Gouxp. Yes, sir. 

Senator O’Maunonry. And I can tell from your testimony here that 
you are a man of intelligence and ability. 

Mr. Goutp. Thank you, sir. 

Senator O’Maunonry. The State of New York is to be complimented 
that it has you among its public servants. 

Mr. Goutp. Again I thank you. 

Senator O’Manonry. Would you say that acts of the kind which 
have been developed in the testimony here have ever been brought to 
your attention in New York ? 

Mr. Gouxp. Certainly, never to my attention. This is the first I 
have heard of them. 

Senator O’Maunonry. Thank you very much. 

I have to go to the full Committee on the Judiciary, which has now 
called upon me. I am going to come back to this hearing, and I hope 
that you will be good enough to continue as you did before. 

Mr. Gouxp. I will be happy to. 

Mr. McHveu. Counsel is not sure whether or not you properly 
understood the effect of Senator O’Mahoney’s questions and whether 
or not your answers reflect what was intended. 

Mr. Goutp. I am wondering. I was going to come to one thing. 
I wanted to say that the Senator’s last question was a rather sweeping 
one. And I was just reflecting on it when the Senator left, and would 
like to ask leave to make this point of clarification. 

Had these matters come to my attention—we have matters there of 
alleged cartels, of alleged combinations in restraint, and presumably 
he would have included within the scope of that even the question of 
rentals. I want to make clear to you here at this point that the ques- 
tion of rentals has been covered during the course of these last confer- 
ences relating to the effort to accomplish the upward adjustment in the 
benefits. 

Mr. McHvau. That conference being when ? 

Mr. Gouxp. It was back, I believe, in 1951 or 1952 when these changes 
were effected, or 1954—it was 1954, I think, when the rates went into 
effect. 

Mr. McHwuan. This was part of the basis of your recommendations 
that resulted in the raising of the principal sum ¢ 

Mr. Goutp. The questions of rentals received consideration at that 
time. 

Mr. McHven. At this time can you give the committee some idea of 
what the amount of the rentals were in relation to the revenues ? 

Mr. Goutp. As to personal knowledge, I cannot, sir. I didn’t have 
that detail before me, and it was handled through our policy bureau. 

Mr. McHvuau. You do indicate this was a consideration ? 

Mr. Goutp. It was considered. 

Mr. McHvueun. And found it was too high ? 

Mr. Goutp. I say on the ground that it appeared to be high. 

Mr. McHveu. Do you happen to know whether or not the rentals 
which are being charged today are the same approximately as in 
those days or considerably higher ? : 

Mr. Goutp. Well, from what I heard in the course of the testi- 
mony adduced at this hearing, I would say to you that it would re- 
quire some reconsideration. I would not be prepared to state to you 
that they are too high without examining all of the facts. 
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These matters, Mr. McHugh, as I mentioned to you earlier, the 
question of this current experience and steps in the direction of ac- 
complishing a change, are presently under study by our policy bureau 
and the question of rentals. 

Mr. McHven. That is something different from the property bu- 
reau ¢ 

Mr. Goutp. That is correct. You may recall my testimony that 
the area of policy forms and the handling of the rates applicable 
thereto is processed through the policy bureau and the actuarial bu- 
reau. 

Mr. McHven. Did I understand you to say that this question is 
now presently under consideration with a view to some revision in the 
air-trip rates? 

Mr. Goutp. Yes, sir. Not a revision in the air-trip rates. Ef- 
fectively that would be the result. In the sense that there would be 
an upward adjustment in benefits with no change in the rates. Bear 
in mind, these machines are geared to a 25-cent charge, so that it 
would probably be a difficult problem to change the nature of them 
to lower the premium charge. 

Mr. McHven. But the same result could be accomplished by an 
increase in the principal sum ? 

Mr. Gourp. That is correct. 

Mr. McHvuen. It would be a factor subject to a revision in cost of 
the insurance to the insurer? 

Mr. Goutp. That is correct. 

Mr. McHvuen. That may be the result, you say, of your investiga- 
tion of these present rentals being bid by the various aviation in- 
surance pools? 

Mr. Govt. That is correct, sir. We have already made the rec- 
ommendations that conferences be instituted in that direction. 

Mr. McHuen. These recommendations are based upon the study 
made by your examiners which go through June of 1957 ? 

Mr. Goutp. Yes, sir. 

Mr. McHvuen. Would they include any of the additional facts 
which have been presented to this subcommittee concerning rentals 
paid in 1958? 

Mr. Govutp. Well, most, certainly, from what I have heard in the 
course of this testimony, I will alert our policy bureau to that fact, 
so that they will be brought right up to date. 

Mr. McHvuen. Will any additional study be undertaken of the 
1958 experience? 

Mr. Goutp. I think that in reaching any determination as regards 
a proposed change perforce it would be necessary to consider what 
is the current trend. 

Mr. McHven. Mr. Gould, you know there was testimony presented 
here yesterday that one of the aviation pools has been engaged in the 
practice of offering the insurance of another pool. What, if any, is 
the policy of your department with reference to this sort of an arrange- 
ment ! 

Mr. Govutp. I took note yesterday of that testimony, and I will re- 
port that to the superintendent. Again, you are talking about a ques- 
tion of policy. I am not the policymaking official of the department. 

Mr. McHven. Has your department taken any policy with refer- 
ence to this kind of situation before? 
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Mr. Goutp. I have not heard of any. That was my first informa- 
tion of any such arrangement as that which was described. 

Mr. Mclinee. Under the operating license of the pools in New York 
wouldn’t they have to obtain some sort of clearance from the New York 
Insurance Department before they could engage in this type of prac- 
tice ? 

Mr. Gou.p. No, sir; on the contrary not, the pools have no license 
to operate as such. The pool has the power that is in the pool, extends 
from the basic power given to the constituent companies. 

Mr. McHvueu. The AAU license that is incorporated actually is a 
license from the State of New York? 

Mr. Goutp. USAIG, is not a corporation. 

Mr. McHvueu. USAU is a corporate entity ? 

Mr. Goutp. Yes. 

Mr. McHvueu. They have a license? 

Mr. Goutp. No license to transact insurance business. 

Mr. McHveu. What is the nature of their license ? 

Mr. Gou.p. The license would be that of a producer—an agent. 

Mr. McHueu. Would the various companies who participate in the 
Associated pool under their license, as parties to the arrangement with 
another insurance pool, would they have to obtain some sort of ap- 
proval or clearance in advance from the insurance department before 
they engage in such practices ? 

Mr. Gouxp. I know of no requirement in law or in practice which 
would require it. 

Mr. McHvueu. But the fact is until you heard this testimony here, 
so far as you are concerned, you had no knowledge of this type of 
practice ? 

Mr. Goutp. That is correct. 

Mr. McHvan. Mr. Gould, for the time being I think we would like 
to attempt to determine what the extent of New York supervisory 
authority is over the so-called hull and casualty insurance aspect of 
this aviation insurance business. Would that be under your responsi- 
bility or would that come more directly under Mr. Collins? 

Mr. Goutp. It would be more directly under Mr. Collins. We have 
an interest in that type of business but it would be more from the 
financial aspect. And any matters that related to rating would then 
come under Mr. Collins—any matter we may have elicited on examina- 
tion relating to it would be referred to Mr. Collins. 

Mr. McHven. Mr. Collins, could you tell the subcommittee now 
what aspect of the aviation insurance business, as you know it, is 
covered by the all model rating law ? 

Mr. Cotiins. The New York law is substantially similar to the all 
model rating bill. It is not completely identical. Are you asking 
me about 

Mr. McHveun. I am asking about the provisions of the New York 
law dealing with rating. 

Mr. Cottins. Yes, sir. Well, are you speaking about aviation ? 

Mr. McHueu. Yes, indeed. 

Mr. Couns. I have a copy of the law here and I will read it to you. 

Mr. McHvueu. Maybe it will be more confusing when we do it that 
way. 

Mr. Couurins. There is one thing here. I will just skip it, I don’t 
think this one thing has any significance. I won’t even refer to it 
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because aviation and automobile, for some reason, years ago got called 
marine insurance, because it was mobile in character of some kind, 
There are other references. 

Mr. McHvueu. Was it considered marine insurance at one time? 

Mr. Coxiuins. Yes. Within the definition of marine insurance 
years ago. 

Mr. McHvueu. Today, however, it is excluded from that category? 

Mr. Coxtins. It is still in there. The other sections take it out. 
There is another section which probably governs, you know, governs 
it. It is referred to twice but the New York section 46, pars agr aph 19, 
is where it specifically mentions aircraft insurance. And then 
liability, paragraphs 13 and 14, there is one form of liability which is 
a type of insurance covering automobiles, and activities of other kinds. 
That is one more type of liability insurance. 

So in the annual statement you will find aviation liability is just 
incorporated as part of the so-called liability other than auto, but 
there is a separate line in the annual statement for physical damage 
on the aircraft. 

I am going to tell you about the rating law. 

This comes under 187, “exemptions.” And under the “exemptions” 
it refers to— 

Mr. McHoveun. Is there an exemption from the provisions of the 
New York rating laws? 

Mr. Coutrs. Yes. 

Any insurance contract, either against loss or damage to, or legal liability in 
connection with any property located wholly on outside of this State, or any 
activity carried. outside of this State, or any motor vehicle, or aircraft 
principally garaged and used outside of this State, except to the extent that 
the provisions of subsection 7 of section 184 may be applicable. 

I think that last part refers to workmen’s compensation. 

So we have a sort of a partial exemption of aviation and aircraft. 

We have, however, taken the whole package whenever we review 
the rates and activities. When we examine the Aviation Insurance 
Rating Bureau, and when we examine the USAU group, we look over 
all of their operations as an entirety. 

Mr. McHvuen. The type of aviation insurance which is subject to 
the rating law provision—do I understand that the rates for that type 
of coverage are filed by the insurers with the New York Insurance 
Department ? 

Mr. Coturns. The insurers either through the Aviation Insurance 
Rating Bureau or the mass filing of individual rates for members of 
the USAIG, that are filed and, also, all of the various independent 
filings, and also the Transportation Insurance Rating Bureau. ‘Those 
rates are only for private business and pleasure planes and a few 
other classes of operations. 

They do not file rates for scheduled airlines or the manufacturing 
risks where they involve the test flight of a new plane. 

Mr. McHuen. That is very important. Do I understand you to 
say now that the two principal aviation pools—one of which operates 
through a rating bureau, as I understand it—do not file with the 
New York Insurance Department rates covering their airline busi- 
ness and their so-called manufacturing business ? 

Mr. Cottrns. Yes, sir. 
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Mr. McHvueu. There are not rates filed dealing with the insurance 
which ss sold to the manufacturers primarily of airplanes? 

Mr. Cotuins. Of airplanes, yes. 

Mr. McHveu. Is that correct? 

Mr. Couiins. Yes. We actually, however, have them in there— 
their odice may be examined. So when we make these examinations, 
we go over and look and see how they—what they did and how they 
come about on these rates. They call them specifically rated risks, 
and to a large extent they are negotiated rates. 

Mr. Peck. Mr. Collins, what do you have in mind when you refer 
to insurance of manufacturers? 

Mr. Couuins. It is a class which they have set up, and I presume 
that it includes planes that they have, and also the so-called prototype 
machines—— 

Mr. Peck. Do you mean airplanes in the process of being made ? 

Mr. Coins. No. 

Mr. Peck. And then stored and——- 

Mr. Coxurns. No, no; these are planes where they are flying after 
they got going, with gasoline in the engines. 

Mr. Precx. You distinguished between constituent airlines and 
manufacturers ¢ 

Mr. Coutuins. They have experimental planes. I do not know much 
about this business. I do know that. They have a new plane, a 
new model, so they have to fly it and see if it works. 

Mr. McHveu. These are planes owned by the manufacturers before 
they are sold ¢ 

Mr. Coutts. I think that is it; yes. 

Mr. Pecx. Test models? 

Mr. Cottins. That probably is one of their main risks. They prob- 
ably have other planes, too. 

Mr. Peck. From the testimony earlier it is quite a risk, yes. 

Mr. Cotiins. Where was I? 

Mr. McHuen. With reference to other types of aviation risks, ex- 
cluding manufacturers and airlines, what kind of rate filings are made 
by these aviation pools ? 

Mr. Cotirns. We call them ranges, they develop various classes of 

rivate planes and then for each of these types of private planes they 
a rates for the hull insurance and that is—well, if you look at one 
of these reports, we will see it ranges from a $1.50 a hundred to $3 
a hundred. That is the range which they ordinarily expect to use. 
But they have another outside range, either side, which may bring it 
down to, let us say, 50 cents, for example, and $7 for example, on the 
other extreme. 

Mr. McHueu. Can you give us a specific example of the kind of 
range they would file showing the precise type of risk that has been 
filed ? 

Mr. Co.iins. Have you got that report, that 1952 report? That is 
the one that has it in there. I left that report with you. 

An example of a range of rates which is used by the members of the 
Aviation Insurance Rating Bureau appears on page 30 of this report 
on examination made in 1952. 

Mr. McHveau. This is the Aviation Insurance Rating Bureau ? 

Mr. Cotirys, Yes. 











214 THE INSURANCE INDUSTRY 





Mr. McHucn. And who are the members of that rating bureau ? 
Mr. Cotrrns. There are quite a lot of them. 

Mr. McHven. Do they generally include the members of what is 
known as Associated Aviation Underwriters? 

Mr. Cott1ns. Yes. That is true. The members of the Aviation In- 
surance Rating Bureau are also members of this pool which is known as 
Associated Aviation Underwriters. 

Mr. McHvuen. Are there any other members of this rating bureau 
besides the companies who comprise the Associated ? 

Mr. CortiNs. I don’t believe there are any other members other 
than those that are in this Associated pool. 

Mr. McHven. Mr. Collins, do you know whether or not this has 
always been true since the formation of this rating bureau ? 

Mr. Cotrins. Yes. 

Mr. McHvuen. The only members of the rating bureau are the com- 
panies who make up the Associated groups? 

Mr. Corts. Yes. 

Mr. McHveu. Now, in connection with the relations between mem- 
bers of the Associated group and the rating bureau, can you tell us 
who handles these negotiations on behalf of the group with the rating 
bureau? Is it with the members of the group or is it with the operators 
of the group ? 

Mr. Cotitins. Well, I think there are committees. Mr. Rothbart 
has more personal knowledge on that. Is that correct? 

Mr. Rornsart. That is correct. There are various committees for 
different functions and it is handled on a committee basis. 

Mr. McHvuecn. Who generally are the people who make up these 
committees ? 

Mr. Rorneart. They are the representatives of the companies. In 
many instances they are the underwriters of the companies that are 
familiar with the subjects assigned to the various committees. 

Mr. McHven. Is this rating committee very active, do you know, 
Mr. Rothbart ? 

Mr. Rornsart. That is the most active committee. 

Mr. McHueu. Dothey meet frequently ? 

Mr. Rorneart. I don’t know if I have a reference to how often they 
meet. They usually make that reference. 

Mr. McHven. We have before us a copy of a report entitled “Re- 
port on Examination.” 

Mr. Rornmpart. I noticed they just had their-—— 

Mr. McHveu (reading) : 

Report on Examination, the Aviation Insurance Rating Bureau, dated Febru- 
ary 3, 1958. 
which I believe 

Mr. Rornpart. One meeting. 

Mr. McHvuen. Was prepared by Mr. Harold Rothbart, associated 
insurance examiner, and on page 9 it states: 

The rating committee found it necessary to hold just one meeting since its 
inception and that was on July 30, 1948. 

Mr. Rorneart. Inoticethat. That is correct. 

Mr. Corus. Well, there is quite a lot—— 

Mr. McHuen. Excuse me. Would that suggest to you, Mr. Roth- 
bart, that in fact the operations of this rating bureau are in fact 
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handled by the managers of Associated not by the individual com- 
anies ¢ 

, Mr. Rorusarr. Definitely not. I don’t think the managers would 

be fully qualified to handle the problems that come up. 

Mr. Cotuins. I think that Mr. Rothbart didn’t understand that last 

uestion. 
Mr. McHvueu. I am trying to find out how this rating bureau 
operates, Mr. Rothbart. I am trying to determine whether or not the 
responsibility in fact rests with the various companies who comprise 
the Associated group or is it the people who manage Associated who in 
turn communicate the necessary nnformation to the rating bureau? In 
your opinion who is it 

Mr. Rorusart. It would be the managers. 

Mr. McHucu. What is the function of the rating bureau as far as 
rates that are quoted by the Associated group, the rates at which 
Associated sells aviation insurance? What is the relationship of this 
underwriting bureau or this rating bureau to that group ¢ 

Mr. Roruzarr. Well, they are the ones who gather together the in- 
formation on which these rates are based. 

Mr. McHucu. Who determines the rates? 

Mr. Rorupart. Well, 1 would say the results are obtained first from 
experience which might go—— 

{r. CoLtins. He said who. 

Mr. Rornpartr. Who? I would say the managers. 

Mr. McHvucu. The managers of Associated ? 

Mr. Rornpart. Yes, sir. 

Mr. McHucu. What responsibility has the rating bureau over the 
determination of these rates 

Mr. Co.iins. Do you want him to answer those questions ? 

Mr. McHucn. No. Anybody. If you are qualified to answer, Mr. 
Collins, you go right ahead. 

Mr. Couns. | didn’t make this examination but I talked with 
Harold Wayne many times about this. 

Mr. McHueu. Who is Harold Wayne? 

Mr. Cotiins. Mr. Wayne is the general manager of the Aviation In- 
surance Rating Bureau. He says he is not exactly a rubber stamp, if 
that is what your question is. He says, no, we are not a rubber stamp. 

Mr. McHvucu. He says he is not exactly a rubber stamp? 

Mr. Cotuins. Yes. 

Mr. McHuen. Go ahead. 

Mr. Coxtrns. He said they certainly have responsibilities to deter- 
mine in their own minds whether the rates that are made—and they 
are filed with him; he forms his own judgment and opinion as to 
whether it is a rate that would stand up and would be reasonable. 

Mr. McHveu. Does he have the authority to reject a rate that 

Mr. Cotutns. He says yes. He says yes. 

Mr. McHven. Do you have any knowledge of any cases where in 
fact he ever did reject a rate that was filed with him ? 

Mr. Cottrns. I don’t know that. 

Mr. McHvcen. In the course of the investigation which you have 
made of Associated, you have no information which then would indi- 
cate whether in fact Mr. Wayne as the manager of the rating bureau 
has ever rejected any rates that were filed. 
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Mr. Couutins. I have no knowledge of any case where he does. But 
he refuses to have his personal position impeached by saying that he 
doesn’t do anything, that—he still maintains that he does an actual 
job there. That is his job and he does it. He looks it over and he 
decides whether he should pass it or object to it. 

Mr. McHven. His authority, then, if I understand you correctly, 
to review the rates which are submitted to him by the managers ‘of 
Associated ¢ 

Mr. Coins. I would think so; yes. 

Mr. McHvueu. He doesn’t originate these rates ? 

Mr. Cotirns. No. No. 

Mr. McHven. But he insists that he does have the authority to 
reject the rates and to—— 

Mr. Cotirns. Yes. 

Mr. McHvueu. And to approve them. 

Mr. Coturns. Yes, sir. 

Mr. McHvueu. Do you know whether or not in the course of Mr. 
Wayne’s duties he reviews the loss ratio and determines whether or 
not the loss ratio may be too low so as to justify a lower rate than is 
being filed ¢ 

Mr. Cotzins. Well, when we ask him about it, he usually consults 
his companies or his committees, and the last—in one of these examina- 
tion reports—we did make recommendations and we had a long series 
of arguments on it, and it so happened that this particular recommen- 
dation involved public liability—that was liability for damage to 
people other than passengers. So it so happened he had a bad acci- 
dent either shortly before or shortly after we wrote the report, and we 
more or less gave up on the insistence that he should reduce the rates. 

Now, I would say that it is quite possible the department, who would 
be more likely to raise a question as to whether the experience indi- 
cated some adjustment in rates rather than Wayne himself, although it 
is quite possible if the mutual companies start getting more of their 
share of the business, like on private pleasure planes, then they would 
probably do something about their rates. 

Mr. McHvau. Mr. ( ‘ollins, as a result of your examinations made 
of Associated, and the contacts which you have had with the rating 
bureau and the group, can you tell us, toon what you have seen, who, 
in fact, is responsible for determining the rates at which the member 
companies are selling aviation insurance ? 

Mr. Cottins. Mr. Scarritt’s organization, in the case of the Asso- 
ciated group, and whoever presently is in charge of the United States 
group. I don’t know who the principal underwriter is over there 
now. I don’t know. 

Mr. McHveun. I am thinking now only with reference to your exam- 
ination of Associated and the rating bureau for whom they operated. 
Is the determinination of rates really made by the managers of Asso- 
ciated or by this rating bureau ? 

Mr. Cotutns. By the managers of Associated. Now, there is, under 
the law, another organization referred to as an advisory organization. 
Now, the Associated Aviation Underwriters can act as an advisory 
organization, too. 

Mr. McHven. Mr. Collins, at the time we got off on this line of 
questioning, you were about ‘to comment on the types of ranges of 
rates which are filed in a specific class of risks. Give us an example. 
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Mr. Couns. Yes. On page 30, there is an example of a range of 
rates for 

Mr. McHveu (interposing). This is page 30 of the-—— 

Mr. Cotiins. Of the report on examination dated January 2, 1952— 
an example of a range of rates on file for private planes. 

Mr. McHveu. For private planes? 

Mr. Coxuins. Yes; this is all risks, physical damage, hull. It says, 
“Ground, not in motion.” That just identifies it. There are a great 
many varieties of coverages, limited coverages, property coverages, but 
this is one example. The main purpose of this example is to show that 
it is a range. 

Class A, the standard rate—this is a percent. It is also dollars per 
hundred, but you can call it percentage or dollars per hundred : $2.90 
to $3.60. That is the standard rate of a normal risk that is not too 
unusual one way or the other. However, they can go down as low as 
$2 minimum or 2 percent minimum, and a maximum of 7 percent. 

Mr. McHveu. These are percentages of the total valuation of the 
hull? 

Mr. Cours. I would like to read further. Whether or not there 
is a presumption, that is, in full insurance, the value. I do know there 
are the modifications where no full insurance value is written, so that 
that—without spending too much time, we will assume that this is full 
insurance of value. 

Allright ? 

Mr. McHuau. Yes. 

Mr. Coxiins. Now, in the case of liability insurance, we have also 
a set of ranges, although, there, the rates are charged as dollar rates 
per seat, I think, or per oe 

Mr. McHveu. May I go back to the 1 specific case you have given 
us now, which shows a range of rates between a low of 2 percent of 
what you believe is the total valuation of the hull to a maximum of 
7 percent on private pleasure craft. 

Mr. Cotuins. Yes. 

Mr. McHveu. Does that mean that the insurer filing that rate may 
quote a rate any place between that range of rates, between 2 and 
7 percent ? 

Mr. Cotiins. Well, as I understand, the general practice is they 
have a list which they call indications. That is supposed to be a 
fixed single rate which they will use for an ordinary risk which is— 
they have some language here: 


Average risks with no unusual conditions. 


They have a list, a going rate, and when this was written 

Mr. McHvucu (interposing). In connection with this particular 
risk we are speaking of now, would there be such a figure as that? 

Mr. Coxtiins. Well, it would take me a little time to locate it, but, 
most likely, I could find it in here. This is 1 illustration of 1 class, 
1 type, 1 form of coverage. 

Mr. McHvueu. That would be an actual dollar figure ? 

Mr. Couns. No. On hulls, it is a rate per hundred dollars of 
insurance. On hulls. 

Mr. McHven. That figure which you say they have, I understand, 
is contained in a sales brochure of the group; is that correct? 
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Mr. Cotiins. It is sort of a manual. We will call it a manual. 
That is the common term in the business. 

Mr. McHveun. It is a manual published by the insurer. 

Mr. Cotuins. Yes. By the Associated group. I happen to be look- 
ing at 

Mr. McHueu. This happens to be the Associated. 

Mr. Cotttns. Yes. 

Mr. McHveun. Directing your attention to this range of 2 to 7 
percent on pleasure aircraft, that is in their brochure or that rating 
type of book which describes or sets the average going rate for that 
kind of business. Suppose that the company wanted to quote a rate 
either below or above that rate that is set there, but within those 
ranges, do they have the authority? Could they do so without making 
any additional filing with the New York Insurance Department ? 

Mr. Cours. Well, I think we have to go back to that first step. 
This is in the hands of an agent. He has full authority to write an 
airplane, if he thinks that is in the normal average risk, without 
referring it to the company. Then, if he wants to go—if he believes 
that the risk does not—that-it requires either higher or lower rate, 
he then has to refer to his company and, I think, the company has 
to refer to the branch office of the Associated group. Now, that, I 
am not too familiar with as to just how 

Mr. McHveun. I am not concerned about the mechanics of it. I 
am just interested as to whether or not the contract is, in fact, nego- 
tiated to sell insurance at a particular rate. Can such contract be 
negotiated to sell insurance at a rate below this standard figure which 
you say and yet within the minimum? 

Mr. Coturns. Yes; within the minimum of the standard. 

Mr. McHven. Without first getting approval of that specific rate 
from the insurance department ? 

Mr. Coiuins, Yes. 

Mr. McHvuen. Similarly, such a contract could be negotiated at a 
price in excess of the average, so long as it doesn’t exceed the top 
figure of 7 percent. This would not require specific approval from 
the insurance department ? 

Mr. Cotirns. You are right. That is correct. 

Mr. McHvuen. When these ranges of rates are first filed between 
2 and 7 percent, do they have to be specifically approved by the insur- 
ance department before the underwriter can sell insurance within 
those ranges ? 

Mr. Coxtiins. Well, they were filed a good many years ago, and I 
think there was one revision of these ranges, and I think the whole 
range was moved down somewhat. The maximum and minimum, and 
the standard, all moved down. They haven’t changed in years. 

Mr. McHvueu. Would you say that these ranges have been approved 
by the New York Insurance Department ? 

Mr. Cotirns. Well, we use the word that we “accepted” them for 
filing. That isa filing of rates which we have no reason to disapprove, 
because aviation, of course, has a characteristic that there is not too 
much stability in the losses in aviation. They fluctuate very violent- 
ly. It depends upon the so-called credibility of the experience. 

Mr. McHveu. Mr. Collins, would you say the New York Insurance 
Department has made an examination of these various ranges of rate 
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filings to determine whether or not, in view of the loss experience and 
in view of the acquisition costs and other operating costs or profits, 
these are reasonable ranges of rates? 

Mr. Coiuins. Well, that brings me to the fact that we should men- 
tion for the record that we have this statistical agent who collects 
statistics for us, and every year they give it to us, and we—— 

Mr. McHveu. What is this statistical agent? : 

Mr. Couns. Well, it is the Company Service Corp. It is at 161 
William Street. It happens to be also under the management of 
Mr. Wayne, who is also general manager of the Inland Marine Insur- 
ance Bureau and a few more bureaus. 

Mr. McHuau. This is the Mr. Wayne who is the—— 

Mr. Cotiins. Harold L. Wayne; yes. 

Mr. McHveu (continuing). The manager of the Aviation Insur- 
ance Rating Bureau? 

Mr. Coturns. Yes. 

Mr. McHueu. And is this corporation a New York corporation? 

Mr. Couurns. I believe it is. It is sort of what you would call an 
office convenience. He does work for a lot of bureaus in his office, and 
he allocates the cost of doing business, you know—it is an office ac- 
counting. It is just—lI believe it is just an accounting arrangement. 
It is not profitmaking. 

Mr. McHvueu. This is a kind of service organization for the various 
rating bureaus that he serves. 

(A letter dated March 3, 1948, from the New York State Insurance 
Department, designating Company Service Corp. as the department’s 
statistical agent will be found in the appendix on p. 883.) 

Mr. Coturns. Yes. To take care of salaries, rents, expenses, and, 
you know, statistical work. ‘They apportion the expense to the various 
groups and associations that are in his office. Would you want to look 
at that ¢ 

Mr. McHueu. This group, then, you say, does file statistics with 
you ¢ 

Mr. Cotuins. Yes, sir; every year. 

Mr. McHuen. In, what form are these statistics filed? Can you 
describe them generally for us? 

Mr. Cotirins. Generally, we have three major types of insurance. 
There is hull insurance. There is liability insurance, and there is mis- 
cellaneous insurance. Now, “miscellaneous” happens to include this 
personal accident. They collect that, too, although it is not strictly, 
technically under that appointment, because I have no authority to 
collect statistics on personal accidents—under article VIII of the 
New York insurance law—but they do it, nevertheless. 

In other words, they don’t—they are not trying to hide anything. 
Iwill put it that way. At least as far as we are concerned here. 

In the “miscellaneous,” they have airports and they have product 
liability, hangar, baggage, and that personal accident. 

Then, within each of those major groups—for instance, under “hull,” 
we have ground coverages and then we have what they call “crash.” 
Well, that is flight. - That is, airplanes in flight. And they, in turn, 
are subdivided by scheduled airlines, industrial aid, flying services, 
manufacturers, and private pleasure risks. 
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Now, these subdivisions are also shown under the various types of 
liability coverages. 

Mr. McHveu. Mr. Collins, do I understand that the New York 
Insurance Department uses these statistical filings made with you Ly 
this Company Service Corp. as the basis for determining whether these 
ranges of rates are reasonable ? 

Mr. Coins. Well, let us be more general in that. Of course, the 
ranges—we don’t know what the average of the range is. So, if we 
would say that the experience or the loss ratio of 35 percent shows 
that there should be a reduction in rates without any other unusual 
elements involved, so that we would say, well, in this particular class 
of which we have statistics quoted, we have full authority to say to 
the insurance rating bureau and, while we are dealing with the 
bureau, I believe that, whatever we did, it would also apply to the 
United States group. I have not been confronted with that as a 
specific practical situation, but I would say we would take the same 
position, at least, to be consistent anyway. We would say that, where 
there is an indication that the loss ratios consistently over a long 
period are below what would be a fair breaking point, including profit 
and catastrophe reserves; I would say it is our duty, we feel it is our 
duty, to go and tell them that there should be a review and a reduction. 

Mr. McHveu. Mr. Collins, in the course of the New York Insurance 
Department’s examinations of the rates filed by these various rating 
bureaus on hull and casualty insurance, have you had occasion to make 
some recommendations that there be a revision of rates downward ? 

Mr. Coxturns. Well, earlier, I did make a reference to that 1952 
report where we did recommend that 

Mr. McHveu. This is a report on whom? 

Mr. Cottrns. Aviation Insurance Rating Bureau. 

Mr. McHveu. That is the rating bureau for Associated ? 

Mr. Cottrns. Yes, and, as I say, while we had a good argument on 
the figures, it so happened there was a bad loss, a series of bad—— 

et McHvexu. Would you tell us what your recommendation was 
on that? 

Mr. Cottrns. Can we take a little time to find it in here? I know 
it is in here. 

Mr. McHveu. Well 

Mr. Cottrns. It is in the letter. It is in the letter we wrote. Sure. 
Page 46. This is the letter. When we transmitted the report to 
them for things which we are making recommendations on, this hap- 
pened to be one of them. 

Mr. McHveu. This is your letter of transmittal ? 

Mr. Coturns. Transmittal; yes. 

Mr. McHveu. A letter to whom? 

Mr. Cotirns. Well, what I am reading from is the answer to our 
letter of transmittal. 

Mr. McHveu. An answer from 

Mr. Cottins. From Harold L. Wayne. 

Mr. McHveu. So you transmitted your report, your recommenda- 
tions to the rating bureau ? 

Mr. Cotttns. Yes. 

Mr. McHveu. And the rating bureau in turn replied to it. 

Mr. Corzins. Do you want me to quote his reply ? 








1al 
ass 


; on 
was 


Low 


ure. 
t to 
1ap- 


our 


nda- 


THE INSURANCE INDUSTRY 221 


Mr. McHveun. If you will; yes. You don’t have the provision of 
your transmittal letter which refers to— 

Mr. Cotirns. It doesn’t happen to be here; no. But we refer to 
page 46 on which this recommendation appeared. Yes. 

In view of the consistently good experience for the 7 years, it is recommended 


that aircraft public liability rates for bodily injury and the rating plan be 
reduced. 


That is the recommendation, and the answer—here is what he says: 


As we pointed out at the time of the examination, in aviation insurance 
for many cogent reasons which are readily apparent and need not be detailed, 
loss ratios over a comparatively short period of time do not carry the same 
connotation, significance, and weight as in the insurance business generally. 
As evidenced by some of the accidents subsequent to the experience period, such 
as the recent Elizabeth and Jamaica losses— 


that is right ; there was another; I live not far from Jamaica— 


which although involving scheduled airlines might well have been caused by 
other operators, the loss potentialities are severe. It is estimated that the 
inclusion of these losses would have brought the 5-year loss ratio well over 50 
percent. 

Mr. McHveu. Do I understand, then, that Mr. Wayne was reject- 
ing the suggestion made by you that there be a downward revision of 
rates ¢ 

Mr. Cotuins. Well, he thought that—in his words, you can’t always 
take these figures and they necessarily mean they have got to reduce 
the rates. That isthe way they think. 

Mr. McHuaeu. What action, if any, did the rating bureau take on 
your suggestion ? 

Mr. Cotiins. They said they don’t think that they should make the 
reduction, and then we didn’t follow it up. We didn’t pursue the 
question. 

Mr. McHveu. In fact, they did make no reduction ? 

Mr. Cotirns. They made no reduction; no. 

Mr. McHueu. And you made no further effort to persuade them 
to reduce the rates ? 

Mr. Couurins. That is right. Yes. Mr. Gould has referred to— 
Mr. Gould suggests that there were a number of other recommenda- 
tions which were made which were complied with. 

Mr. McHvuceu. I was particularly concerned about the recommenda- 
tion that was made on rates. 

Mr. Cotiins. On that, as I explained, we didn’t pursue it because 
ef a couple of bad accidents that occurred right after that period that 
ihe report covered. 

Mr. McHvueun. Mr. Collins, will you tell us the dates of any other 
examinations which you have made of the various aviation insurance 
pools ? 

Mr. Cottins. Well, the same bureau was recently examined during 
1958. 

Mr. McHueu. Was that the next examination after the one you 
have just described ? 

Mr. Couturns. Yes. 

Mr. McHvueu. That has just been completed ? 

Mr. Cottins. Yes. 
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Mr. McHveu. I have here in front of me a copy of that report which 
is from the State of New York Insurance Somat and it is 
entitled “Report on Examination of the Aviation Insurance Rating 
Bureau, February 3, 1958, by Harold Rothbart, Associate Insurance 
Examiner.” 

This is the report we referred to earlier, Mr. Rothbart, is it? 

Mr. Rornparr. Yes. 

Mr. McHven. I notice that on page 30 of that report appears the 
statement that: 


It is noted that all liability experience, with the possible exception of property 
damage, shows favorable loss experience. A review of all liability classes 
should be initiated for possible rate revisions. 

Can you tell us what action has been taken upon the basis of that 
recommendation ¢ 

Mr. Coitrns. Well, I don’t know. I will have to refer to the cor- 
respondence which followed the filing of this report. It probably was 
filed within the last month or so. 

Mr. McHveu. The report was filed within the last month, or—— 

Mr. Couns. I would believe so. 

Mr. McHveu. Or the reply? 

Mr. Cotuins. The date of the report. 

Mr. McHveu. February 3. 

Mr. Coturns. February. I will have to refer to the correspondence 
where we transmitted to the bureau and see what reference we made 
to these recommendations. However, I would like to offer an observa- 
_ I started to look at these figures last night, as a matter of. 

act. 

Mr. McHvuen. Just before we get into that, Mr. Collins, may I ask 
you whether or not this report as such was transmitted by the insur- 
ance department to the rating bureau ? 

Mr. Cottrns. Yes it was, with a letter of transmittal, and ordinarily 
we refer to any specific recommendations and comments. 

Mr. McHvcx. Do you have your letter of transmittal there? 

Mr. Cotirns. Idonot;no. Not with me. 

Mr. McHveu. Do you know whether or not in the letter of trans- 
mittal' you made any recommendations bearing upon this statement 
which I] have just read ? 

Mr. Cotitrns. My memory is very poor on that. I have no recol- 
lection, and I am not so sure what happened. I would have to look it 
up, look up the file. 

Mr. McHven. Mr. Rothbart, do you have any information on that! 

Mr. Rornsart. Whether there was a specific recommendation? 

Mr. McHvuen. Whether or not any recommendation was contained 
in the letter of transmittal bearing upon this statement. 

Mr. Rorusart. To my best knowledge I would say no. There was 
no specific mention. 

Mr. McHueu. Wasit covered generally ? 

Mr. Rorupart. The letter would cover everything in the report 
generally. 
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Mr. Corzins. I am inclined to agree with him, just on general 
knowledge, that we usually put things into the conclusion at the very 
end where we—all the principal recommendations. Now, this is 
something he said on—— 

Mr. McHvucu. Yes, Mr. Collins. 

Mr. Cotttns. I would say it is our practice in the rating bureau to 
bring in any important or relatively important criticisms and recom- 
mendations into the summary and conclusions, and apparently that 
was an observation that he made on page 30 but it was not brought 
forward into the summary and conclusions, and for that reason—— 

Mr. ci You mean in the summary and conclusions in the 
report 

Mr, Cotuins. Yes. On page 36 and page 37, a little bit on the top 
of 37. 

Now, I would like to continue, if you will permit, further. 

Mr. McHueu. Yes. Goahead, Mr. Collins. 

Mr. Cotutns. I was kind of bothered with that when you discussed 
it or Mr. Rosenman discussed it. 

Mr. McHveu. This particular statement in the report ? 

Mr. Coturns. Yes. I started looking at these figures here for the 5 
ears ending 1957, and I don’t find any of these so-called favorable 
oss ratios, only in one particular line. That is in the private pleasure 

line, and over in the back we had some product liability which looks 
pretty favorable, too. But the other lines look pretty sour. 

Mr. McHveun. Mr. Rothbart, I wonder can you help to clarify for 
the committee just why this statement, this dhactlentist: was made? 

Mr. Rorngart. Well, as Mr. Collins pointed out, this is not a recom- 
mendation. It was actually an observation, as you said, for us to 
follow this through and see what the experience shows at that time 
and what developed from that point on. If I had intended it as a 
definite recommendation, it would have been so noted. It would state 
the recommendation, which it didn’t in this case. 

Mr. McHvau. I assume it was your observation, however, that all 
liability experience, with the possible exception of property damage, 
shows favorable loss experience. 

Mr. Rorugart. That is what the statement says. However, in 
rating matters, that doesn’t mean definitely that there is a rate re- 
vision due. We have to consider all the other factors that are 
affected. 

Mr. McHvueu. I understand that. 

Mr. Rornsart. All this means is that we should review it. 

Mr. McHveu. I understand that, but can you tell us what is the 
basis of your finding that all liability experience showed a favorable 
loss experience ? 

Mr. Rorupart. The basis would be the statistics available at that 
particular point. 

Mr. McHvusen. So you are saying, then, that the statistics available 
at that particular point—— 

Mr. Rornsartr. Without considering all the other factors that might 
affect the statistics. 
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Mr. McHvuen. Aren’t the other statistics taken into account? 
Mr. Rorupart. On the face of it, without analysis, and without re- 
view, that is what the statistics look like. 

Mr. McHuen. What statistics? Loss experience statistics ? 

Mr. Rorneart. That is correct. 

Mr. McHoueu. Just loss experience. 

Mr. Rorusart. That is correct. 

Mr. McHueu. And these showed these were favorable, in your 
opinion. 

Mr. Rorupart. That is ri 

Mr. McHoveu. That sh suggest, would it, that possibly the rates 
are too high? 

Mr. Rorugart. That is right. 

Mr. McHouen. And whether or not the fact the rates should be 
revised, you say, would be determined after you make a further study 
and take into account the additional statistics and cost factors. 

Mr. Rorngart. That is correct. 

Mr. McHucu. Now. then, has that been done? 

Mr. Rorneart. Well, this is a very recent report, and to my best 
knowledge, it was only filed in June of this year. 

Mr. McHven. Do you know whether or not any action of this sort 
that you have suggested here is contemplated by vour department ? 

Mr. Rorusart. Normally that is the case. We do follow these 
things through. 

Mr. McHvuen. Has there been a decision ? 

Mr. Rorneart. As a matter of fact, we review the statistics as they 
come in every year, whether it is aviation or any other line. 

Mr. McHvuen. Has there been a decision made, any sort of specific 
instruction given to you or anybody else in your department, to con- 
duct the kind of review which you have suggested here? 

Mr. Rorupart. That is automatic. There are no instructions given 
for any specific thing, but it is an automatic thing that our bureau 
does. The annual reports are.all reviewed and if we feel that the 
loss ratios indicate revisions, we do act on it. 

Mr. McHven. So, based upon this, no specific review and analysis 
is going to be made. This is just part of the normal review which 
you make annually of the statistics that are filed with you by the 
Company Service Corp. Is that correct? 

Mr. Rornpart. That is correct, but in addition being that this— 
special attention would be given to that. 

It would be followed through. 

Mr. McHueu. Mr. Collins, will you describe for the committee what 
other examinations were made of USAIG or USAU? 

Mr. Cotirns. Yes. We did make an examination of that group, and 
the date of that examination is September 1, 1955. 

That dragged out well over a year, because we tackled that problem 
of—as to whether they should become a rating organization. 

Mr. McHven. Is this the only examination that has been made of 
USAU? 

Mr. Cots. No, it is not. 

Well, it might be the first examination of the United States under- 
writers as an organization, but we have on two previous occasions 
examined into aviation rates, and the first one, as I recall it, Miss 
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Woodward made the examination of the aviation insurance ratings 
and made a report. 

Now, my best recollection 

Mr. McHveu (interposing). What is the date of this? 

Mr. Cotiins. That report I didn’t bring with me. 

I know it is in the files. 

Mr. McHueu. Was it a specific report on the operation of United 
States Aviation Underwriters ? 

Mr. Cotuins. No. I think it covered the field. It probably covered 
Associated as well as the United States group and that old Aero 
group, too. Iam relying on memory. 

Mr. McHveun. This is back, then, before 1946 or 1947 ? 

Mr. Cotuins. Oh, yes, it was in the thirties. It was in the thirties. 
And, by the way, she wrote a paper for the Casualty Actuarial Society 
based upon what she had learned and developed in that examination. 
It is in the proceedings, if you want to look it up. 

Mr. McHven. Now, then, since that report in the thirties, that is 
the first report, this report of 1955, of Associated ? 

Mr. Cotuins. No. No. We have this 

Mr. McHven. Or USAU? 

Mr. Cotiins. We feel as though we participated in this report that 
you referred to at other times. This is made for the CAB, the Civil 
Aeronautics Board. 

Mr. McHveun. Excuse me, Mr. Collins. You say you participated 
in the CAB report. 

Mr. Couuins. Yes. 

Well, we had full knowledge of this report. Mr. Molnar was loaned 
from our department to work with some other fellows on this CAB 
report, and he is now with the New Jersey department. I don’t know 
whether you are familiar with that fact or not. And I sat in with 
him and consulted with him when they were conducting that examina- 
tion; so, I would say that that is an examination which we had taken 
notice of. 

Mr. McHvuen. Are you familiar with the recommendation in that 
Civil Aeronautics Board report, then, that there would appear to be 
little if any competition between the two principal underwriting 
groups, United States Aviation Insurance group and Associated, in 
connection with the airline business ? 

Mr. Coturns. That was an allegation. I don’t think that they 
found that to be a fact. 

Do you think that they made such a determination ? 

Mr. McHveu. It would appear from the report that the findings 
were that there was an absence of aggressive competition between 
these two groups in connection with their airline business. 

Mr. Cortiins. Well, if that is what they reported, I am not saying 
that—I am not sure that that is what they found. 

Mr. McHven. If you will recall, in that report, this finding was 
based upon the fact that it appeared to the Board that there was very 
little change as between the two pools. 

Mr. Cotirns. Yes, that would be true. 

Mr. McHvueun. In the airlines which each pool was handling. 

Mr. Coturns. That would be true; yes. 
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Mr. McHvueu. Has there been any change in that to the present 
time, to your knowledge ? 

Mr. Cottrns. To my knowledge, no. 

I hear about these small lines that shifted, you know; went over to 
Aero and back, like Capital and Delta and Braniff, and those lines, 
Yes, they have been jumping around. 

Mr. McHvueu. Do you know whether or not there has been much 
shift in the business as between Associated and USAU ? 

Mr. Cotttns. You mean of major airlines? 

Mr. McHveu. Major airlines. 

Mr. Cotttns. I don’t think I know that they have made any shifts. 
My information is that there have not been. 

r. McHveu. In connection with this last examination which your 
department has made of USAU, I believe you stated that was in 1955? 
r. Cottins. Yes, yes. 

Mr. McHvueu. Wasa copy of that transmitted to USAU ? 

Mr. Cotirns. Yes; we sent copies around to the 6 States who are 
supposed to be regulating, or 5 States, too. 

Mr. McHuen. Did you make any recommendation at that time 
concerning the rates being charged ? 

Mr. Cotirns. Well, we went over that again this morning. 

I don’t find any specific recommendations. I believe that there is 
something about a home airbase, as to what State it belongs to, but I 
don’t know whether that had any particular—he said it should be 
classified for the State where the home base is. But beyond that it 
was an expression of opinion when he was talking about a—some— 
about the difficulty of classifying it by States. 

Mr. McHveun. Mr. Collins, what can you tell the committee about 
the manner in which the groups in question have complied with any 
of the recommendations which you made concerning their operations? 

Mr. Cotirns. Well, on this one, I don’t think that there was any real 
recommendation here. The main thought that was in our minds in 
this report was to get some kind of a settlement as to what their status 
was asa rating organization. 

Mr. McHvuen. What did you consider concerning the status of 
USAU? ’ 

Mr. Corit1ns. Well, they have this long memorandum by Mr. Rein’s 
office, and there is an opinion by Mr. Harris in which he says, well, he 
thinks they come under 186 (a), which is a joint underwriters’ asso- 
ciation, and, apparently, they can carry on in making rates without 
being a rating organization under the law. 

It is also under the all-industry bill, too. 

Mr. McHveu. What is in the all-industry bill? 

Mr. Cottrns. Joint Underwriters Association. 

Mr. McHveu. This was a ruling, then, that USAU qualified under 
the joint underwriting provision of the law ? 

Mr. Cottrns. Yes. 

Mr. McHven. And not asa rating bureau? 

Mr. Coutts. Yes. 

Mr. McHvueu. Well, now, in fact, do these two aviation-insurance 
pools operate any differently ? 

Mr. Coturns. I don’t think so, except that one is managed by a pri- 
vate corporation, and one isa salaried group of managers. 
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Mr. McHveu. But in terms of their operations, it is your opinion 
that they operate substantially the same? 

Mr. Cotuins. I think so, yes. 

Mr. McHvenr. Can you tell us, then, why there is a determination 
to treat one of them under one provision of your insurance law, and the 
other is treated under a wholly separate provision of the law ? 

Mr. Coturins. Well, I think that the management of certain com- 
panies had certain lawyers that advise them one way and another 

oup of lawyers advising them another way. That is the way I can 
Toons it out. 

Mr. McHven. Mr. Collins, you said this was a determination in 1955 
to treat—I say you—under the joint underwriting provisions of the 
law. 

Mr. Cotirns. Yes. Up until that time it was an open question. 

Mr. McHueu. Under what provisions of law were you considering 
them up to that time? 

Mr. Coutuins. Well, there are several ways of looking at them. The 
one that I personally thought about was that a whole lot of individual 
filings—filings for a number of individual separate companies. But 
since they also had 

Mr. McHueu. Even though they operated as a group ? 

Mr. Cotitins. Yes. But now under this 186—A, that more or less 
was written to order to take care of those kinds of people, that kind 
of a pool, and, therefore, the 186—A fitted them. 

Wait a minutenow. On 

Mr. McHveu. 186-A? 

Mr. Coutns. I think I have the answer for you. That was before 
SEUA, too. We didn’t have to worry about acting in concert at that 
time. At that time they were filing through a whole group of indi- 
vidual companies, yes. 

Mr. McHvueu. The Southeastern Underwriter case occurred in 1945. 

Mr. Coutts. Yes. 

Mr. McHvuau. I am wondering, between 1945 and 1955—— 

Mr. Cottins. Yes. 

Mr. McHvuen. Under what provisions of the law. 

Mr. Cotttns. Well, they were in doubt as to what they were. Of 
course, everybody knew they had this joint underwriters law, so that 
that was there in the background in case they had to rely on it. 

Mr. McHueu. Can you tell us, Mr. Collins, what is the principal 
reason that you would not consider USAU as a rating bureau? 

Mr. Cotirs. I don’t quite get that. 

Mr. McHvueu. You have told us that in 1955 a survey was made 
of the activities of the United States Aviation Underwriters and a 

decision was made that it was not a rating bureau; is that correct? 

Mr. Coutrns. Well, I think the decision was that they didn’t have 
to be. We couldn’t force them to be and they didn’t want to be. I 
think that was—they were probably within their rights, apparently, 
that they elected not to become a rating bureau and they preferred 

to operate under this joint pool, or whatever the law says. 

Mr. McHveu. As a rating bureau they would be obliged to accept 
for membership anybody who applied; is that correct ? 

Mr. Couttrns. That is correct, yes. 











228 THE INSURANCE INDUSTRY 

Mr. McHveu. Is that the reason that USAU would not want to be 
classified as a rating bureau ? 

Mr. Coins. Well, we have never been told that that was what 
their reason is. 

Mr. McHveun. Isn’t that one of the findings which your examiners 
made when they reviewed this? 

Mr. Cottins. I don’t know. Is that in the report? 

Mr. Rorusarr. I would have to refresh my memory. I don’t think 
there is anything in the report to that effect. 

Mr. Cotzins. The opinion of Harris says that under the law—— 

Mr. McHveu. Harris is who? 

Mr. Cotxins. Raymond Harris. He is the Department counsel. 
His opinion is part of this report. He said that they didn’t have to 
become a rating organization. They could operate under this 186-A, 
which is a joint underwriters association law which was designed to 
take care of these pools, as I believe. 

Mr. McHven. Is it true, Mr. Collins, that if they did qualify as a 
rating bureau, USAU would be obliged, then, to accept into member- 
ship anybody who made application ? 

Mr. Cottrns. Who would? 

Mr. McHvueun. If the United States Aviation Underwriters did 
qualify as a bureau, isn’t it then true they would be obliged to accept 
into membership anybody who made application ? 

Mr. Cottins. For rating service. For rating service, yes. 

Mr. McHven. In the course of your examinations have you ever 
made any investigation of the companies who have applied for mem- 
bership in USAU to determine the reasons why any company may 
have been refused membership ? 

Mr. Cotirns. No. I don’t think we go into that. I don’t know 
whether it is our province or not. To my knowledge I have no knowl- 
edge of that. 

Mr. McHveu. This is not a matter which the New York Insurance 
Department would ever look into. 

Mr. Cotirns. I don’t think so. It is usually a business arrange- 
ment as to whether they want to join up with another group or not. 
They have a lot of these pools and I haven't heard any-—— 

Mr. McHueu. Mr. Collins, I wonder for the subcommittee’s infor- 
mation if you could tell us the names of any other pools in New York 
which are operating under this joint underwriting provision of the 
law. 

Mr. Cottins. Not in New York. 

Mr. McHveun. I mean in New York. 

Mr. Corrs. I don’t think we have any in New York, do we? For 
instance, the Registered Mail Pool belongs to the Inland Marine 
Bureau. 

Mr. McHven. I mean just in the aviation field. 

Mr. Cottins. Oh no. No. There are a lot of pools that don’t get 
involved in 186-A. You see, 186—-A is part of the rating law. And 
there are a lot of pools that don’t have to be concerned with that. They 
don’t have to take advantage of 186—A because the rate filings have 
already been made by a regular rating bureau. For instance, he re- 
fers to these liquor excise bonds, you know, that if you run a liquor 
store you have to have a bond. Those rates are filed by the Surety 
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Association, and again, as I said, there are a lot of underwriting pools 
that have rates which are furnished through a regular rating bureau. 

Mr. McHveu. Mr. Collins, could you later furnish to the subcom- 
mittee a list of all of the pools in New York which do file and operate 
under 186—A. Could you arrange to furnish that to the subcommittee 
later ? 

(The statute referred to may be found in the appendix on p. 879.) 

Mr. Cours. All right. 

I remembered one pool here which is in the oil business in New York 
and they practically operate like these pools. It is the John G. Sim- 
monds Co., Inc. They are a small fish in the big field of oil insurance. 
The Oil Insurance Association is the big pool on oil. They are in 
Chicago, by the way. 

Mr. McHvueu. Mr. Collins, directing your attention now to a some- 
what different problem, can you tell us whether or not the New York 
Insurance Department has made any investigation of the activities of 
United States Aviation Underwriters as far as their activities abroad 
are concerned—their membership in the international union ? 

Mr. Coutins. Well, I never heard of that until this meeting, that 
international union. I never heard of that before. We don’t have 
anything to do with their reinsurance arrangements. I mean, as a 
rating bureau we deal in statistics involving direct business and we 
don’t inquire into reinsurance arrangements and we don’t get involved 
with foreign operations. So my answer to you is that I have no 
knowledge of it. 

Mr. McHueu. So that the reinsurance operations of these groups 
and the foreign activities of these groups are not matters which are 
examined or studied by the insurance department. 

Mr. Cotiins. By the rating bureau. 

Mr. McHveu. By the » rating bureau. 

Mr. Coutirs. Yes. 

Mr. McHuen. Are they matters which are examined and consid- 
ered by the insurance department ¢ 

Mr. Coins. Well, maybe I would not try to answer that because 
maybe if we hear something bad we should look into it. 

Mr. McHvuen. Have you ever done anything with reference to the 
participation of any American insurance pools in the international 
union ¢ 

Mr. Coturs. As I said before, I don’t know. 

Mr. Goutp. Mr. McHugh, may I interject a comment at this point, 
please ? 

Mr. McHvueu. Yes, Mr. Gould. 

Mr. Gourp. I think you asked me a question about that and I testified 
that the testimony given here earlier during the course of this hear- 
ing represented the first know ledge that I ‘had of that, and I men- 
tioned to you further that I had made a notation of it and will dis- 
cuss it with the superintendent. Most certainly it will not escape 
our attention. 

The mere fact that there was an allegation made would not formu- 
late or fix our conclusions in respect to it, and I would feel that the 
superintendent will undoubtedly issue certain instructions in respect 
to determining what are the underlying facts. 
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Now, the international union to which you referred, as I under- 
stood your testiniony, was not an insurer but, rather, a trade organiza- 
tion. Am I not correct? 

Mr. McHven. That is correct. A trade organization of aviation 
insurance companies and pools. 

I understand, then, that your testimony, Mr. Collins—and would 

ou tell me if this is substantially correct, Mr. Gould—is that the 
New York Insurance Department has never in the past made any 
efforts to determine whether or not any of these American aviation 
pools are in fact entering into any agreements with foreign insurers 
concerning rates. 

Mr. Goutp. If that is addressed to me, Mr. McHugh, no. I could 
not say that that is a fact because the examiners in the course of their 
review of affairs and conditions of the corporations may have looked 
into reinsurance agreements. I don’t know whether this particular 
matter came to the attention of the given examiner. ‘Therefore, I 
cannot testify as a matter of personal knowledge. 

Mr. McHven. Has there ever been any treatinent of this problem 
in any report that has been prepared by any of your examiners? 

Mr. Goutp. Not to my knowledge, sir. 

Mr. McHueu. Have you ever heard of any, Mr. Collins? Have 
you ever heard of any study which was made by the insurance depart- 
ment concerning any rating agreements entered into between any of 
the American rating bureaus and any foreign insurers ? 

Mr. Cotiins. Well, I have heard stories a good many years ago 
about things that went on in the way of reinsurance, but nothing 
official. 

Mr. McHveu. You know of no investigation or examination of such 
practices ? 

Mr. Coriins. No. No. 

Mr. McHvuex. Do you have information concerning the extent 
of reinsurance in the London market by the two principal American 
aviation pools ? 

Mr. Couns. Just by general absorption of general knowledge. 
That is all I hear about it. The companies like to spread the risk 
around, and it is a perfectly legitimate operation if some people think 
they are giving away too much. 

The aviation business is such that I would be willing to believe 
that it is a sound practice. 

Mr. McHvueu. Do you know whether or not reinsurance by the two 
principal American companies has increased proportionately since 
the Civil Aeronautics Board made its report in 1944, at which time 
it was critical of the high volume of reinsurance by these two pools? 

Mr. Cottrns. Well, I have heard that to be stated. I heard you say 
so. I don’t know the answer to it. Now, maybe some of the people 
down in those pools can tell you the reason for it. I don’t know. 

Mr. McHveu. In the course of any investigation or examinations 
you have made of the two pools, have you obtained statistics which 
show whether or not there has been an increase in the reinsurance 
business ? 

Mr. Coiurns. That is Mr. Gould’s answer. 

Mr. McHvueu. Mr. Gould ? 

Mr. Goutp. I haven’t taken particular notice of that, Mr. McHugh. 
The mere fact that there had been an increase, if such is the case— 
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and I would have to state here there has been no particular occasion 
to look into this field—the mere fact that there had been an increase 
in reinsurance would not necessarily have particular significance. It 
may well indicate an ultraconservatism. 

Mr. McHven. There was an allegation in the Civil Aeronautics 
Board report that because of the high degree of reinsurance by the 
two American groups, this could act as a check on the solicitation of 
direct business in the United States by the London groups. 

Is this a matter which the New York Insurance Department has 
ever made any study of to determine whether in fact there is any basis 
for that statement ? 

Mr. Goutp. I know of none to my personal knowledge, Mr. McHugh. 

Mr. Wountner. On the other hand 

Mr. McHvueu. Excuse me. Would you identify yourself? 

Mr. Woutner. I am David Wohlner, principal examiner in the 
property bureau. 

We find that in many fields there is extensive reinsurance abroad, 
and still there is quite active competition between the London and 
New York market. I have found it so in my examination when I was 
in the field of certain marine and other 

Mr. McHvuen. Have you made a study to determine whether that 
is true in the aviation-insurance field ? 

Mr. Woutner. I have not made a particular study, but from my 
observation I would say that is a general condition—that reinsurance 
is necessary on peak risks, so-called target risks, and that there is a 
rather worldwide market in this reinsurance, reinsurance ceded abroad, 
reinsurance accepted by domestic insurers from abroad. 

Mr. McHven. Mr. Gould, you are familiar with the fact that one 
of the three principal aviation pools operating in this field—Aero— 
has recently gone out of existence, and that the principal member of 
that pool has joined one of the two remaining aviation pools. 

Is this a matter which the New York Insurance Department has 
under study ¢ 

Mr. Gouup. I[ can’t say that it has it under study at the moment, 
but I will mention to you that I made notation of that fact during the 
course of he testimony here last week, and, of course, on the basis of 
the facts that were stated, I think that we will make inquiry. At least, 
I will report to the superintendent about it. 

The mere fact that again there has been a cessation of activities in a 
given field and the joining of another group in the same field would 
not necessarily connote that there was anything underlying in the 
nature of the improper. 

Mr. McHven. Suppose your investigation did disclose that because 
of the allegedly rate-cutting activities of one of these groups the re- 
maining group refused to cooperate with that group in granting it 
reinsurance and, in fact, suggested that it liquidate and joint this other 
insurance group. If those facts could be substantiated, what author- 
ity, if any, would the New York Insurance Department have in this 
matter ? 

Mr. Goutp. Referring to the earlier testimony that I gave, I think 
that there is ample authority within the framework of existing law 
to deal with that fully, particularly to the extent that the insurers 
involved are domestic insurers. 
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May I invite your attention particularly to the provision of the 
section which was a subject of discussion a few moments ago, sec- 
tion 186 (a), and specifically subsection 2, which give the superin- 
tendent certain powers in respect to the operation of a joint under- 
writing pool to the extent that you are referring to the USAIG 
group which, I believe, is the one which is the subject of issue now. 

If after a hearing the superintendent finds that any activity or practice of 
any such group, association, or other organization is unfair or unreasonable or 
otherwise inconsistent with the provisions of this article, he may issue a written 
order specifying in what respect such activity or practice is unfair or un- 
reasonable, or otherwise inconsistent with the provisions of this statute and 
requiring the discontinuance of such activity or practice. 

Now, there are other sections of the statute that deal with un- 
fair trade practices under which the superintendent may be in a 
position to proceed. 

Again, certainly not taking refuge in the fact that I am not an at- 
torney, but stating to you that it was my lay opinion that there is 
reasonable groundwork within the present statutory provisions to 
take appropriate action. 

Mr. McHveu. If it were found, as a result of your investigation, 
that this in fact did constitute an unfair trade practice, would the 
New York insurance commissioner have authority to take action 
which would have the effect of reviving the former competitive posi- 
tion whereby you had three operating pools? 

Mr. Goutp. You mean bring about the 

Mr, McHuen. Yes. Is there anything he could do to bring that 
about ? 

Mr. Goutp. Very frankly, I don’t know, sir. I think that you 
are dealing there with a question of managerial judgment as to 
whether a given corporation or group of corporations must function 
in a prescribed manner. 

Mr. McHuen. If you found this to be an unfair trade practice, 
would he have authority to break up the pool which had engaged 
in the practice? 

Mr. Goutp. I think that there we are getting into deep legal waters, 
and the particular question which you pose is one that I w ould—that 
I think would have to be answered on a policy level. I am not the 
policymaking officer of the department. That is the superintendent's 
function. But, most certainly, I think that in the light of the testi- 
mony which has here been adduc ed, he certainly will take note of 
the testimony and will very likely issue instructions as to appropriate 
studies to be undertaken. 

Mr, Nevittz. Mr. Gould, could I address a question as a point of 
information to you or Mr. Collins, if he could help us with it? 

In the type of reinsurance contract that we have been discussing, 
the primary underwriters in this country have treaty arr angements 
with the London market. Would it be possible for a reinsurer under 
one of those treaties in London to refuse to issue the reinsurance and 
thereby prevent the primary writer from covering a given risk, which 
he might otherwise want to cover ? 

In other words, stating it another way: Is there any control that 
one could have on the reinsurance end that would affect the primary 
business in the American market ? 








d 


@® ete 


te 


ee ee > Oo eh 


a 


THE INSURANCE INDUSTRY 233 


Mr. Goutp. As I understand that, Mr. Neville—and I am merely 

sing this to see if I have grasped the question that you are direct- 
ing to me—you are saying that as a condition precedent to entering 
into any such agreement, the ceding company would forgo certain 
rights with respect to the transaction of business ? 

Mr. Nevittx. The point I am endeavoring to clarify is whether or 
not there is anything in the basic treaty arrangements for reinsur- 
ance that would make it possible for the “foreign 1 reinsurer to prevent 
the domestic underwriter from writing primary coverage Secon 
the foreign reinsurer would refuse to ac cept a given risk. 

Mr. Gout. You ask if it is possible. 

Mr. Nevitix. Yes. I have nothing in mind other than a matter of 
information. 

Mr. Gouxp. I would say certainly there would be the possibility. 
Ihave never heard of any such arrangements as that, and if I under- 
stood this question in the light of what has gone before, that would 
be putting: into contractual terms what has been mentioned earlier 
here: that there has been an underlying agreement, if you please a 
cartel arrangement, which, as a quid pro quo, forbids a company 
from doing certain direct action here in consideration of other con- 
ditions under a reinsurance agreement. 

I know of no such situation as that. 

Mr. Nevitte. I had nothing specific in mind other than develop- 
ing what the possibilities might be where so much reinsurance is 
placed in the foreign market. 

I was wondering what control the foreign reinsurer actually has 
over the primary business that a domestic underwriter might desire 
to write in this market. 

Mr. Goutp. From the standpoint of personal knowledge, I have 
never known or heard of any such controls as that, until T had come 
down here to the meeting last week when there was at least the hint 
of such an underlying condition. 

Mr. Nevitix. You feel there is that possibility of control of the 
domestic market by the foreign. 

Mr. Goutp. No, I don’t feel there is. I say there may be the pos- 
sibility, I don’t feel that there isany. No. 

Mr. Woutner. Could I interject? 

Mr. Nevinie. Yes. 

Mr. Woutuner. Practically, the reinsurance isn’t handled that way 
in most cases of individual risk. It is done by the writing companies 
arranging it through reinsurance brokers or intermediaries, to arrange 
a treaty or contract covering a proportion of all the risks ‘for a given 
period ; quota share or excess of loss. 

Mr. McHvuen. That is my whole point. 

Mr. Woutner. And the reinsurer wouldn’t know about each in- 
dividual risk that is written. It would be ceded on an account basis. 

They wouldn’t necessarily even get details of individual risks. 

Nowadays they don’t give each other, the company writing and the 
company assuming, a copy of underlying policies. They simply do it 
on an account basis, proportionate to the premiums, expenses, losses. 
So that the reinsurer would not know the details of the individual risk 

or be in a position to exercise any control. 
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Mr. Neviriz. But if the reinsurers did and refused a given risk, 
then that would prevent the primary writer from placing the coverage, 

Mr. Woutner. Usually it works the other.way around. The pri- 
mary writer before taking the risk knows what his net retention is 
and how much he can cede off. He knows how much he can assume ona 
gross basis. 

Mr. Nevitie. I understand that. But you said usually. I mean, 
this other situation is possible. : 

Mr. Woutner. Well, you are posing a hypothetical case which could 
happen, conceivably 

Mr. Nevitte. That is right. 

Mr. Woutner. But very unlikely in practice. 

Mr. Nevitix. I was aware it was a hypothetical question. I wanted 
the expertise of the 125 years of experience that you gentlemen say is 
involved. 

Mr. McHueu. Mr. Peck has some questions he would like to ask. 

Mr. Peck. Mr. Gould, I have just a few rather general questions, 

Does the committee understand correctly that the New York In- 
surance Department has jurisdiction over insurance companies both 
originally chartered and also those which are merely licensed to do 
business within the State of New York? Is that correct? 

Mr. Goutp. In the broad general sense, Mr. Peck, yes. 

Mr. Pecx. Ones which hold their original charters from New York 
and also those chartered outside the State of New York but licensed 
to do business within that State. 

Mr. Goutp. That is correct. The jurisdiction in respect to forei 
and alien insurers would come under the police power of the State 
through license. 

Mr. Peck. Correct. Now, I have heard it stated that the New York 
Insurance Department is probably the largest State insurance depart- 
ment in the Nation. Is that about correct? Has it the largest volume 
of business? 

Mr. Goutp. With pardonable pride we say that is so. We have 
never made that statement ourselves. It has been attributed to us. 

Mr. Pecx. But it is generally acepted as being true. Is that your 
understanding ? 

Mr. Govuxp. That has been stated in print; yes, sir. 

Mr. Peck. Some while ago, Senator O’Mahoney was asking you 
about the general and also the specific powers of your department 
superintendent, and you sented the fact that he had general power 
to prohibit certain unfair methods of competition, certain undesirable 
activities, and that you knew of no particular instance to your own 
knowledge where he had actually invoked that general power. Is that 
a correct statement ? 

Mr. Govutp. No. I don’t think that is correct fully, Mr. Peck. I 
think I did give an example where we had utilized the powers vested 
in the superintendent in the case of an action committed outside the 
State. 

Mr. Peck. Correct. 

Mr. Gourp. There is another illustration that I can give you that 
came to mind since I testified earlier, where the superintendent has 
taken action in respect to domestic insurers functioning outside the 
State on the so-called practice of fronting. So, it isn’t a case of just 
beingthere. We have utilized it. 
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Mr. Pecx. And there is certainly nothing in the statute, is there, 
to prohibit him from taking action wherever he sees fit to exercise his 
broad authority ¢ 

Mr. Goutp. I know of no such prohibition, sir. 

Mr. Peck. The insurance companies which were originally char- 
tered outside the State of New York, but which are licensed to do 
business in New York, you have jurisdiction over for all purposes. Is 
that correct? If they misbehave, so to speak, outside of New York, 
their action actually takes place outside of New York, and you can 
apply restrictions upon them in New York for what they do outside. 

Mr. Goutp. May I say, Mr. Peck, that that probably is in the area 
of the hypothetical. If the action that you are describing was such 
as to be inimical to the best interests of the policyholders of the people 
of the State of New York, and dealing now with the foreign insurers, 
the superintendent, I think, can deal very effectively with it through 
the licensing section. 

Mr. Pecx. And would your opinion, therefore, be, Mr. Gould, that, 
under the New York insurance regulatory statute, your insurance 
superintendent has broad powers to step in and to regulate, to police, 
to maintain the insurance industry without so many restrictions that 
his actions would be ineffective ? 

Mr. Goutp. I think that, within the framework of the law, he can 
operate effectively. 

Mr. Peck. Thank you, Mr. Gould. I just would like to make one 
observation in line with the subject that Mr. Wohlner was mentioning, 
the subject of the reinsurance with the risk being spread off under 
the London market. 

Mr. Stewart the other day commented that he felt that perhaps as 
much as 50 percent of insurance sold directly here in this country 
would have to be reinsured in the London market in order to take 
advantage of the money supply which is and will be necessary for the 
expanding market. 

Mr. Wout ner. Of aviation insurance or insurance generally ¢ 

Mr. Peck. Aviation insurance. That was Mr. Stewart’s statement. 
He said up to 50 percent reinsurance in the London market. And 
then Mr. Smith and various other witnesses who appeared stated that 
the reinsuring in the London market had made no appreciable dent, 
let us say, in the direct sales that the British firms were making in 
this country; that there is very active competition from the British 
firms, even though, perhaps, up to 50 percent of the American sales 
are being sent over to London. It is merely in the way of a comment, 
drawing those two witnesses to bear on your statement. 

Mr. Woutner. Well, the London market is composed of many 
British companies and, also, of Lloyd’s and other types of insurers, 
and the same ones that assume the business are not necessarily the 
ones that go after the direct business in competition, but they may 
be. And that is true of other fields, too. I have heard underwriters 
complain that the London market is grabbing off prize risks and 
forcing rates down. At the same time, they have to utilize the Lon- 
don market for reinsurance needs because the market for reinsurance 
in this country is not large enough, and, even if there were, there still 
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would be an exchange of insurance worldwide because it spreads the 
risk rather widely. 

Mr. Precx. Another question to Mr. Gould. This very broad au- 
thority without restrictions, almost, that your insurance superintend- 
ent has—is it not likely that matters such as those which have been 
alleged before this subcommittee, once having been brought to his 
attention, he could address himself to and then, if the insurance de- 
partment as it is now constituted is not sufficient to handle this type 
of matter, he could reorganize the department so that it could look 
into these matters, could conduct surveys, could 

Mr. Goutp. May I preface my remarks by saying I don’t think 
that my testimony sah the superintendent had unrestricted power. 

Mr. Peck. Not unrestricted ; no, but very broad. 

Mr. Goutp. And I stated, too, that these were views of a layman. 
I am not an attorney; that my observation was that the law is suf- 
ficiently broad, sufficiently encompassing to give him power within 
which to deal in the areas you have discussed. 

Now, you ask if, in his judgment, we were not sufficiently estab- 
lished to enable him to do certain things, would he have the power 
to reorganize the department. Again I think we are dealing in the 
field of hypothesis. The superintendent is appointed as the adminis- 
trative official in charge of the insurance department. He is then 
charged with the responsibility of having it so manned as to be able 
to cope with the problems which relate to the administration of the 
duties and responsibilities imposed on him. And I have to say he 
would have—— 

Mr. Pecx. And he is not surrounded with so many restrictions 
that he could not act in a certain matter if he thought it to the best 
interests of insurance. 

Mr. Goutp. No. The law would not give him a power, certainly— 
and if your thought was in the direction of whether the superin- 
tendent would superimpose himself upon the laws of another State 
or upon the Federal Government 

Mr. Peck. No. Ihad nothing of that in mind. 

Mr. Goutp. I want to make that abundantly clear. We are not 
maintaining 

Mr. Peck. Nothing of that nature at all. 

Mr. Goutp. Periodically, in the field of supervision many new mat- 
ters arise. For example, of late—and you have seen it before your 
congressional bodies—the question of union welfare. That has been 
a new development, and only within the last 2 years—I think it is 
about 2, possibly 3—the superintendent has set up an entirely new 
bureau in the department charged with the responsibility of super- 
vising just that area. 

Mr. Peck. That is what I had in mind. 

Mr. Goutp. That very definitely is. 

Mr. Pecx. So that, when a new problem arises, he has sufficient 
authority to approach it. 

Mr. Gouin. We have ample power to cope with it and expand as 
the business develops; yes, sir. 

Mr. McHvuen. Anything else, Mr. Peck? 

Mr. Peck. No; thank you. 
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Mr. McHucu. Mr. Gould, we are waiting for Senator O’Mahoney 
to formally close this hearing. We have just been informed that there 
is in the audience a representative of the Airport Operators Council, 
who had not been scheduled as a witness today. However, they have 
submitted a statement which was to be made a part of this record, 
but inasmuch as we have some time while we are waiting for Senator 
O’Mahoney to arrive, and the staff at least has finished its questioning 
of you, if you don’t mind, we would like to ask the representative to 
come up here and to read this statement. After Senator O’Mahoney 
arrives, he may very well have some additional questions he would 


like to ask. So, if you don’t mind en by until that time, thank 
you very much. 


Mr. Goutp. Not in the least. 

Thank you very much, gentlemen. 

Mr. McHveu. I understand that Mr. Richard E. Mooney, who is 
assistant to the director of the Airport Operators Council, is here. 

Will you proceed, Mr. Mooney. 


STATEMENT OF E. THOMAS BURNARD, EXECUTIVE DIRECTOR, AIR- 
PORT OPERATORS COUNCIL, INC.; REPRESENTED BY RICHARD E. 
MOONEY, ASSISTANT TO THE EXECUTIVE DIRECTOR 


Mr. Mooney. Thank you. 

Mr. Chairman and members of the committee, my name is Richard 
E. Mooney, assistant to the executive director of the Airport Operators 
Council. 

I am, incidentally, giving this statement in lieu of Mr. Burnard, 
who had originally been scheduled to present the statement. 

The council is a nonprofit trade organization comprised of the 
organizations and agencies which own or operate the principal “large” 
and “medium” hub airports of the continental United States, Hawaii, 
and Puerto Rico, which are served by the airlines. 

These airports handle approximately 76 percent of the domestic 
enplaned scheduled air passengers and 99 percent of the international 
and overseas scheduled air passengers. Our members also own and 
operate many general aviation airports. All but three of our mem- 
bers are public bodies. 

The council has one non-United States member, but, in accordance 
with the council’s bylaws, only the United States members have par- 
ticipated in the preparation of this statement and the deliberations 
leading thereto. 

What I have to say applies primarily to State and city airport 
operators. 

The council welcomes this opportunity to present to the committee 
such information as it can with respect to aviation insurance as it 
relates to airport operations of our members. My remarks will be 
devoted to two subjects: 

(1) Public lability (casualty) insurance; and 

(2) Air-travel insurance. 

First, let me make clear that I am not an insurance expert. What 
I have to say is based upon information received from AOC members. 
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PUBLIC LIABILITY (CASUALTY) INSURANCE 


Our members, the public bodies which own and operate the major 
public airport facilities in the United States, have many and varied 
insurance problems. They, like other prudent property owners, carry 
insurance. 

Although some few of them either self-insure or assume the risk 
most carry with commercial insurance underwriters public liabi!icy 
insurance in addition to fire, workmen’s compensation, and other forms 
of insurance protection. 

Because the great majority of our members purchase their public 
liability insurance from the two principal aviation insurance groups, 
we are greatly interested in the progress and results of these hearings. 

The cost of purchasing this insurance is reflected in the cost of 
providing airport facilities which, in turn, contribute to the cost of 
air transportation to the public. We are, therefore, interested in a 
healthy competitive insurance market in order to prevent this cost 
from assuming unduly large proportions. 

We regret that the short notice for these hearings has not permitted 
a complete assessment of the public liability insurance problems of 
our members. Our members have not, as of this date, been in a posi- 
tion to furnish us with sufficient information for us to make any 
formal conclusions or recommendations at this time. We do, however, 
wish to call to the attention of the subcommittee several matters which 
have been giving us increasing concern. 

Firstly, the insurance underwriters have determined that the opera- 
tion of an airport should be treated as an aviation risk; and, accord- 
ingly, have seen fit to limit us in the purchase of public liability 
insurance to the present aviation insurance groups. 

Let me point out that the principal liability risks against which an 
airport operator seeks insurance have little aviation—that is, aircraft 
operation—exposure, per se. 

More specifically, the principal areas of exposure to the public at 
an airport are in places like the roadways, sidewalks, parking lots, 
terminal building public areas, and similar facilities, the exposure of 
which is not peculiarly aviation but comparable to activities in down- 
town bus terminals, parking lots, shopping areas, and the like. 

An airport operator maintains runways and taxiways on which 
aircraft movement takes place, but he does not direct the traffic of 
these aircraft. More important, his potential liability is in connection 
with the provision of the facilities—not with the operation of the 
aircraft. 

We do not know of a single major airplane crash at an airport that 
has resulted in a public liability payment by the airport operator or 
his insurer. 

On the other hand, liability claims do arise resulting from members 
of the public passing through our terminal facilities and other areas, 
but this is not in any sense an aviation exposure. 

Secondly, although we have not had the time or the opportunity to 
solicit full information from our members as to premium rates, cer- 
tain reports have been received which I would like to pass on to the 
subcommittee for its information and consideration. They are dis- 
turbing to us. 
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Some of our members report recent premium rate increases which, 
for the same coverage and period of time at the airport reporting, 
have doubled, eripled: quadrupled, and, in one case, increased almost 
600 percent over the rate in existence immediately prior thereto. 

More specifically, rate increases reported by members include the 
following: From $2,479 to $9,993, from $5,000 to $20,000, from $5,000 
to $29,362, from $12,000 to $18,000, from $12,000 to $24,000, and from 
$12,500 to $34,000. 

One member wrote to us on July 23, 1958, as follows: 


At Municipal Airport, we carry $4 million of single-limit liability insurance. 
Our premium for the 3 years 1954-57 was $5,017.78. The same policy for the 
Municipal Airport for the present 3-year period is costing us $29,366.02. 


Sometime before the policy ran out in 1957, we requested bids from six com- 
panies, as follows: 


Aero Associates, Inc., Associated Aviation Underwriters, Continental Casualty 


Co., Insurance Company of North America, Royal Liverpool group, and United 
States aviation insurance group. 


The first five refused to bid. The USAIG indicated its willingness to continue 
with insurance, but wanted 30 days to rerate. 

During negotiations after the 30-day rerating period with USAIG, we con- 
tacted Lloyd’s of London, who made a proposition which was not as good as we 
could get from USAIG. We had a number of meetings and, finally, came up with 
a 3-year policy at a premium cost of $29,366.02. We do not know why the other 
insurance companies were not interested. 


Our experience record is not bad. For the 3-year period ending September 23, 
1957, the USAIG had paid out $935.87 in claims. We are not aware of any 
major outstanding claim at this time. 

These startling increases are not justified by any great loss experience 
at airports, to the best of our knowledge. We are not aware of any 
catastrophic losses attributable to airport caused accidents. On the 
contrary, we believe the losses have been exceedingly low. 

These increases give us cause for concern, particularly when we at- 
tempt to prognosticate how the aviation insurance underwriters will 
react, premiumwise, with the introduction of jet aircraft. 

On their face, these enormous premium increases warrant explana- 
tion, particularly in view of the fact the exposure at airports char- 
acteristically does not arise out of the operation of aircraft but out of 
the maintenance and operation of real property. 

Our belief is that no such increases should be permitted without ade- 
quate justification, but, at the moment, we can do no more than call the 
situation to your attention. 

Mr. Peck. Mr. Mooney, may I ask one question at this point? On 
page 3, the first full paragraph beginning with the word “Firstly,” 
your statement reads as follows: 

Firstly, the insurance underwriters have determined that the operation of an 
airport should be treated as an aviation risk * * * 

I ask this question: Which insurance underwriters? All? The 
entire insurance industry, let us say, has determined that the opera- 
tion of an airport is a 

Mr. McHueu centeyeengs: Mr. Peck, may I interject at this 
point, first, that the witness who prepared the statement, as you know, 
is Mr. Burnard. He was not able to be here, and he had instructed 
Mr. Mooney in his place to read the statement for him, and I wanted 
to inquire of Mr. Mooney whether he feels sufficiently conversant with 
the report and with the facts to answer questions on this, or is your 
instruction just to present the paper ? 
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Mr. Moonry. Well, my instructions are to just present the paper, as 
I am at the moment, and not to answer questions. Now, at the end I 
intended to mention the fact that Mr. Burnard will be available at the 
request of the subcommittee, if they would like him to be present next 
week, to answer any questions involving this statement or the general 
subject. 

Mr. McHvueun. If you feel qualified to answer this question, or if 
you wish to, you go right ahead. You can make an explanation, as 
you wish. 

Mr. Mooney. Well, rather than confuse the issue, I think probably 
the best thing to do would be to wait until Mr. Burnard can be present. 
Mr. Peck. All right. 


AIR-TRAVEL INSURANCE 


Mr. Mooney. Insofar as air-travel insurance is concerned, the grant 
of a right or privilege to sell it at an airport is in the nature of a 
concession. 

So-called concessions are designed primarily to provide services 
and facilities which are reasonably necessary or desirable for the use 
and accommodation of airline passengers, airline employees, and other 
persons at the airport. 

In the case of air-travel insurance, the desirability of being able to 
purchase it at airports is obvious—particularly in the case of air- 
ports serving international carriers where the liability of the air car- 
rier for injuries or death to a passenger is limited by the Warsaw 
Convention to a maximum of approximately $8,500. 

Concessions also serve a secondary but important purpose—that is, 
to provide needed funds for the operation of the airport. 

Each of our members is striving to become self-supporting and, in 
addition, to create a credit base to finance the additions and improve- 
ments necessitated by the great expansion which is forecast for the 
aviation industry. 

The sources of revenues available to an airport can be divided into 
three categories: 

First, fees for the use of public aircraft areas and facilities; second, 
rentals and fees for ground, buildings, and facilities other than in the 
terminal building area; and third, revenues and rentals for the facili- 
ties in the terminal building area. 

These sources, combined, should contribute to the eventual self- 
sufficiency of the airport. I will discuss only the terminal building 
area revenues. 

These revenues must do much more than pay for the costs of pro- 
viding space used by particular vendors. There are large non-rev- 
enue-producing areas within the terminal building. 

In addition there are areas, facilities, and services at the airport 
which are either nonrevenue producing or not self-supporting, such 
as various areas provided for public use or held for future use: road- 
ways, police, storm sewers, et cetera. 

Unless sufficient revenues are secured, the taxpayer must make up 
the deficit. 

With respect to agreements for space in airport terminal buildings 
for the sale of air-travel insurance at counters or by vending ma- 
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chines, information from our members indicates a variety of different 
practices. 

The term of the agreement may vary from 30 days to 5 years, or 
more. It may be exclusive or nonexclusive. It may be reached by 
taking sealed bids or by negotiation. In some cases, an airport oper- 
ator uses one method for space to be occupied by counters and an- 
other for that to be occupied by insurance vending machines. 

The agreement may provide for a rental at a fixed rate for the 
term—it may provide for a rental measured by a percentage of the 
gross revenue received at the counter or vending: machine—or it may 
provide for the payment of a fixed rate or a percentage of the gross, 
whichever is higher. 

When the agreement provides for the payment of a fixed rate— 
whether or not as an alternate to a percentage—and the agreement 
is for a number of years, the rate is necessarily fixed in light of the 
increased business that is forecast at that airport and revenue which 
the insurance company expects to receive as time goes by. 

Senator O’Mauonry. Mr. Mooney, may I interrupt, please? 

Were you in the room when the hearing began this morning? 

Mr. Moonry. Yes, I was. 

Senator O’Manoney. You are aware of the fact that the Senate is 
operating now under some pressure. 

Mr. Mooney. Right. Yes. 

Senator O’Manoney. I left this committee because I had to go to 
three other committee meetings during the course of the morning. I 
was able to come back from every one of these meetings, but not from 
the meeting of the full Judiciary Committee, which has been in ses- 
sion until a few moments ago. 

Mr. McHugh tells me that you have filed with us mimeographed 
copies of this statement. 

Mr. Mooney. Yes, sir. That is correct. 

Senator O’Manoney. And they have been distributed to the press. 

Mr. Mooney. They haven’t as yet. We have some copies here that 
will be distributed to the press. 

Frankly, when I came up this morning I wasn’t sure that it would 
be presented at this time. So I didn’t bring copies for the press. 
But they will be made available to them. 

Senator O’Manoney. I understand from my staff that copies have 
been distributed to the press; so that I shall now rule that the full 
statement will appear in the record as though you had delivered it 
personally. 

Mr. Mooney. Fine. 

Senator O’Manonry. That will relieve you of the necessity of fin- 
ishing the reading, and we will postpone interrogation until later 
after members of the committee have had an opportunity to read it 
and until the future agenda of the committee has been covered. 

It is now almost 20 minutes after 1, and it is certainly time for 
intelligent people to go have lunch instead of staying around here. 

Mr. Mooney. I agree with you. 

Mr. Chairman, could I read a statement here right at the end, which 
expresses our opinion and, of course, willingness to appear ? 

Senator O’Manonry. Yes. 

Mr. Mooney. To appear at your call. 
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Senator O’Manoney. There is no limit on debate in the Senate, and 
IT wouldn’t want to limit a witness. 

Mr. Mooney. I regret that Mr. Burnard, our executive director, 
is in Cleveland attending a meeting of our board of directors. 

If the subcommittee desires any amplification of this statement I 
have just read, Mr. Burnard will be available to appear next week 
at the pleasure of the subcommittee. 

We just want to make sure that you understand that at your 
— we will do that. 

enator O’Manonery. Thank you very much. We do appreciate 
that. 

(Mr. Burnard’s full statement is as follows :) 


STATEMENT OF E. TuHos. Burnarp, Executive Director, AIRPORT OPERATORS 
CounciL, INc. 


Mr. Chairman and members of the committee, my name is E. T. Burnard. I 
am executive director of the Airport Operators Council. The council is a non- 
profit trade organization comprised of the organizations and agencies which own 
or operate the principal large and medium hub airports of the continental United 
States, Hawaii, and Puerto Rico which are served by the airlines. These air- 
ports handle approximately 76 percent of the domestic enplaned scheduled air 
passengers and 99 percent of the international and overseas scheduled air pas- 
sengers. Our members also own and operate many general aviation airports. 
All but three of our members are public bodies. The council has one non-United 
States member, but, in accordance with the council’s bylaws, only the United 
States members have participated in the preparation of this statement and the 
deliberations leading thereto. What I have to say applies primarily to State and 
city airport operators. 

The council welcomes this opportunity to present to the committee such infor- 
mation as it can with respect to aviation insurance as it relates to airport opera- 
tions of our members. My remarks will be devoted ‘to two subjects, (1) Public 
liability (casualty) insurance and (2) Air travel insurance. First, let me make 
clear that I am not an insurance expert. What I have to say is based upon 
information received from AOC members. 


PUBLIC LIABILITY (CASUALTY) INSURANCE 


Our members, the public bodies which own and operate the major public air- 
port facilities in the United States, have many and varied insurance problems. 
They, like other prudent property owners, carry insurance. Although some few 
of them either self-insure or assume the risk, most carry with commercial insur- 
ance underwriters, public liability insurance in addition to fire, workmen’s com- 
pensation, and other forms of insurance protection. Because the great majority 
of our members purchase their public liability insurance from the two principal 
aviation insurance groups, we are greatly interested in the progress and results 
of these hearings. The cost of purchasing this insurance is reflected in the cost 
of providing airport facilities which in turn contribute to the cost of air trans- 
portation to the public. We are, therefore, interested in a healthy competitive 
insurance market in order to prevent this cost from. assuming unduly large 
proportions. 

We regret that the short notice for these hearings has not permitted a complete 
assessment of the public liability insurance problems of our members. Our 
members have not, as of this date, been in a position to furnish us with sufficient 
information for us to make any formal conclusions or recommendations at this 
time. We do, however, wish to call to the attention of the subcommittee several 
matters which have been giving us increasing concern. 

Firstly, the insurance underwriters have determined that the operation of an 
airport should be treated as an aviation risk and, accordingly, have seen fit to 
limit us in the purchase of public liability insurance to the present aviation 
insurance groups. Let me point out that the principal liability risks against 
which an airport operator seeks insurance protection have little aviation—that 
is, aircraft operation—exposure, per se. 
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More specifically, the principal areas of exposure to the public at an airport 
are in places like the roadways, sidewalks, parking lots, terminal building public 
areas, and similar facilities, the exposure of which is not peculiarly aviation but 
comparable to activities in downtown bus terminals, parking lots, shopping areas, 
and the like. 

An airport operator maintains runways and taxiways on which aircraft move- 
ment takes place, but he does not direct the traffic of these aircraft. More 
important, his potential liability is in connection with the provision of the 
facilities, not with the operation of the aircraft. 

We do not know of a single major airplane crash at an airport that has resulted 
in a public liability payment by the airport operator or his insurer. On the other 
hand, liability claims do arise resulting from members of the public passing 
through our terminal facilities and other areas, but this is not in any sense an 
aviation exposure. 

Secondly, although we have not had the time or the opportunity to solicit full 
information from our members as to premium rates, certain reports have been 
received which I would like to pass on to the subcommittee for its information 
exc consideration. They are disturbing to us. 

Some of our members report recent premium rate increases which for the same 
coverage and period of time, at the airport reporting, have doubled, tripled, quad- 
rupled and in one case increased almost 600 percent over the rate in existence 
immediately prior thereto. More specifically, rate increases reported by members 
include the following: From $2,479 to $9,993; from $5,000 to $20,000; from $5,000 
3 $29,362 ; from $12,000 to $18,000 ; from $12,000 to $24,000; and from $12,500 to 

34,000. 

One member wrote to us on July 23, 1958, as follows: 

“At Municipal Airport we carry $4 million of single limit liability insurance. 
Our premiums for the 3 years 1954-57 was $5,017.78. The same policy for the 
Municipal Airport for the present 3-year period is costing us $29,366.02. 

“Some time before the policy ran out in 1957 we requested bids from six com- 
panies as follows: Aero Associates, Inc., Associated Aviation Underwriters, Con- 
tinental Casualty Co., Insurance Company of North America, Royal Liverpool 
Group, and United States Aviation Insurance Group. The first five refused to 
bid. The USAIG indicated its willingness to continue with insurance but wanted 
30 days to rerate. 

“During negotiations after the 30-day rerating period with USAIG, we con- 
tacted Lloyd’s of London, who made a proposition which was not as good as we 
could get from USAIG. We had a number of meetings and finally came up with 
a 3-year policy at a premium cost of $29,366.02. We do not know why the other 
insurance companies were not interested. 

“Our experience record is not bad. For the 3-year period ending September 23, 
1957, the USAIG had paid out $935.87 in claims. We are not aware of any major 
outstanding claim at this time.” ; 

These startling increases are not justified by any great loss experience at air- 
ports, to the best of our knowledge. We are not aware of any catastrophic losses 
attributable to air-port caused accidents. On the contrary, we believe the losses 
have been exceedingly low. 

These increases give us cause for concern, particularly when we attempt to 
prognosticate how the aviation insurance underwriters will react premiumwise 
with the introduction of jet aircraft. 

On their face, these enormous premium increases warrant explanation, par- 
ticularly in view of the fact the exposure at airports charcteristically does not 
arise out of the operatiaon of aircraft but out of the maintenance and operation 
of real property. Our belief is that no such increases should be permitted with- 
out adequate justification, but at the moment we can do no more than call the 
situation to your attention. 

AIR TRAVEL INSURANCE 


Insofar as air travel insurance is concerned, the grant of a right or privilege 
to sell it at an airport is in the nature of a concession. So-called concessions 
are designed primarily to provide services and facilities which are reasonably 
necessary or desirable for the use and accommodation of airline passengers, 
airline employees, and other persons at the airport. In the case of air travel 
insurance, the desirability of being able to purchase it at airports is obvious, 
particularly in the case of airports serving international carriers where the lia- 
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bility of the air carrier for injuries or death to a passenger is limited by the 
Warsaw Convention to a maximum of approximately $8,500. 

Concessions also serve a secondary but important purpose—that is, to provide 
needed funds for the operation of the airport. Each of our members is striving 
to become self-supporting and, in addition, to create a credit base to finance 
the additions and improvements neecssitated by the great expansion which is 
forecast for the aviation industry. 

The sources of revenues available to an airport can be divided into three cate- 
gories: First, fees for the use of public aircraft areas and facilities; second, 
rentals and fees for ground, buildings, and facilities other than in the terminal 
building area; and third, revenues and rentals for the facilities in the terminal 
building area. These sources combined should contribute to the eventual self- 
sufficiency of the airport. I will discuss only the terminal building area 
revenues. 

These revenues must do much more than pay for the costs of providing space 
used by particular vendors. There are large non-revenue-producing areas 
within the terminal building. In addition there are areas, facilities, and serv- 
ices at the airport which are either non-revenue-producing or not self-supporting, 
such as various areas provided for public use or held for future use—roadways, 
police, storm sewers, etc. Unless sufficient revenues are secured, the taxpayer 
must make up the deficit. 

With respect to agreements for space in airport terminal buildings for the 
sale of air travel insurance at counters or by vending machines, information 
from our members indicates a variety of different practices. The term of the 
agreement may vary from 30 days to 5 years, or more. It may be exclusive or 
nonexclusive. It may be reached by taking sealed bids or by negotiation. In 
some cases, an airport operator uses one method for space to be occupied by 
counters and another for that to be occupied by insurance vending machines. 

The agreement may provide for a rental at a fixed rate for the term; it may 
provide for a rental measured by a percentage of the gross revenue received at 
the counter or vending machine; or it may provide for the payment of a fixed 
rate or a percentage of the gross, whichever is higher. When the agreement 
provides for the payment of a fixed rate (whether or not as an alternate to a 
percentage) and the agreement is for a number of years, the rate is necessarily 
fixed in light of the increased business that is forecast at that airport and 
revenue which the insurance company expects to receive as time goes by. It is 
an average rate which may appear high for the first year and low for the last 
year. 

We made a routine survey of our members in 1955 and learned that nearly all 
airports were receiving 13 percent of gross premiums, some of which were under 
agreements providing for a minimum guaranty. Since that survey we have 
received scattered information from our members which indicates that rates 
now range from 13 percent to 25 percent, and again some are accompanied by 
minimum guaranties. 

A representative of Associated Aviation Underwriters told this committee 
last week that their average payments to airports for the privilege of vending 
insurance during the year ending June 30, 1958, amounted to approximately 
20.3 percent of gross sales. We believe that this compares very favorably with 
the cost of selling other forms of insurance, especially when so few additional 
costs are incurred in the sale of air travel insurance. We understand that in 
the sale of general accident insurance, for instance, as contrasted with air 
travel insurance, the commissions alone for brokers and agents may run as high 
as 45 to 50 percent of gross premiums. Other administrative costs, such as 
national advertising campaigns, and other overhead costs, would be in addition. 

At an airport, however, there is a readymade market which has been pro- 
duced not by the insurance vendors’ advertising and personal contacts, but by the 
fact that the taxpayers have made available a terminal facility at which the 
vendor can expose his wares or services to the traveling public. 

In conclusion, may we also point out that, viewed as a concession for the 
public benefit, air travel insurance is unique among airport concessions in that 
the airport operator cannot write valid provisions into the lease requiring that 
the insurance must be sold at reasonable rates. Neither is the airport operator 
in a position to see that reduced sales costs will redound to the benefit of the 
policyholder in the form of reduced premiums. 
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We want to assure you of our continued desire to cooperate with your com- 
mittee in any helpful way and we trust that this information may be of value 
to you. 

Senator O’Manoney. I am very grateful to you on behalf of the 
subcommittee, Mr. Gould, and your associates, for your readiness to 
appear before the committee today in this hectic period and your 
willingness to answer questions which were propounded to you and 
to continue giving your testimony in the unusual conditions which 
couldn’t be avoided. 

I apologize to you because I was not here during the entire pres- 
entation of your testimony, but I shall give it my personal attention. 

I also want to thank the staff for their work. 

The committee is now adjourned at the call of the Chair. 

(Whereupon, at 1:20 p. m., the subcommittee recessed, to reconvene 
at the call of the Chair.) 











APPENDIX 


AGREEMENT 


Entered into as of the 1st day of January 1944 by and between Aetna Casualty 
& Surety Company, Century Indemnity Company, Hartford Accident & In- 
demnity Company, Maryland Casualty Company, New Amsterdam Casualty 
Company, United States Fidelity & Guaranty Company, the Travelers Insur- 
ance Company, the Travelers Indemnity Company, American Surety Company 
of New York, Massachusetts Bonding & Insurance Co., and the Standard Acci- 
dent Insurance Company (hereinafter called “Members”), as members of both 
the United States Aircraft Insurance Group and of the Canadian Aircraft In- 
surance Group (hereinafter called, respectively, “USAIG” and “CAIG”), United 
States Casualty Company, New York Casualty Company, Canadian Surety 
Company, Standard Surety and Casualty Company of New York (hereinafter 
called “Associate Casualty Companies’), United States Aviation Underwriters, 
Incorporated, a New York corporation (hereinafter called the “Managers”), 
and Canadian Aviation Insurance Managers, Ltd., a wholly owned subsidiary 
of the Managers (hereinafter called “CAIM”). 

In consideration of the mutual covenants and promises herein contained, it 
is agreed as follows: . 

ARTICLE I, DEFINITIONS 


“Aircraft” shall mean not only orthodox heavier than air aircraft but lighter 
than air airships, autogiros, gliders, helicopters and all other flying conveyances. 

“Aviation industry” shall include airlines, air transport operators, flying schools, 
manufacturers of aircraft or aircraft engines, propellers or accessories, air- 
craft repair stations, aircraft dealers or distributors, airport owners, lessees or 
operators, and others engaged in the operation, servicing, storage, maintenance, 
repair or sale of aircraft or aircraft engines, propellers or accessories. 

“Canada” shall include the Dominion of Canada, Yukon and Northwest terri- 
tories, Labrador and Newfoundland. 

“Foreign business” shall mean the insurance or reinsurance of, or relating to, 
aircraft not registered in the United States or Canada, unless owned by a sub- 
sidiary of a company organized under the laws of the United States or Canada 
and operating an international airline with one or more terminals therein. 


ARTICLE II. APPOINTMENT OF AGENTS AND CLASSES OF INSURANCE AUTHORIZED 


A. APPOINTMENT OF AGENTS 


The Members and the Associate Casualty Companies hereby appoint the 
Managers their agent outside of Canada and CAIM their agent for Canada, such 
agencies to be exclusive unless otherwise provided in section B of this Article, 
for the binding and writing of insurance and for the acceptance of reinsurance, 
at rates to be determined by the Managers or CAIM as the case may be, for 
the coverages set forth in section B of this Article. 


B. CLASSES OF INSURANCE AUTHORIZED 


1, Aircraft Liability 


All liabilities (not specifically named below) of insured for bodily injury, 
death, or damage to property (other than mail, express, or freight in the care or 
custody of the insured) arising out of the ownership, maintenance or use of 
aircraft. (Exclusive authority.) 
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2. Aviation Indemnity Contracts 


Reimbursement of amounts paid on account of death or injury suffered by a 
third party as the result of an aviation accident. (Exclusive authority.) 


8. Aviation Accident Insurance 


Death or injuries of the insured under policies restricted to the hazards of 
aviation. (Exclusive authority.) 


4. Workmen’s Compensation and Employers’ Liability 

(a) For employers engaged principally in the aviation industry, other than 
manufacturers so engaged. (Exclusive authority. ) 

(b) For employers who are not principally engaged in the aviation industry 
but who own or operate for their own business or pleasure one or more air- 
craft or whose employees are subject to substantial aviation hazards. The 
authority of the Managers and CAIM with respect to this coverage shall not 
be exclusive: Members or Associate Casualty Companies may also write such 
coverage through usual branch office or agency channels. 


5. Liability of Hangarkeepers 


Legal liability of airport or hangar owners or operators as bailees for loss of 
or damage to aircraft of other property while in their care or custody ; provided, 
however, that all such risks shall be totally reinsured with the Hull Members of 
the USAIG. (Exclusive authority.) 


6. Personal Effects and Baggage Insurance 


Legal liability of aircraft owners or operators for loss of or damage to personal 
effects or baggage. (Exclusive authority.) 
7. Airport Liability 

All liabilities of insured for death of or bodily injury to members of the 
public and for damage to property arising out of the ownership, rental, main- 
tenance or use of an airport. The authority for this coverage shall not be 
exclusive in that Members or Associate Casualty Companies may write such 
coverage through usual branch office or agency channels but only under Compre- 
hensive Liability policies which insured municipalities and other organizations 
and under which the airport risks are a minor portion of the total risks insured. 


8. Products Liability and Defective Parts Insurance 


Legal liability of insured for bodily injury or death, and for damage te 
property, occasioned by defective workmanship or materials supplied by— 


Nonexclusive authority : 

(a) Manufacturers of aircraft. 

(b) Manufacturers of aircraft engines. 

(c) Manufacturers of aircraft propellers. 

(d) Manufacturers of other aircraft accessories. 
Exclusive authority: 

(e) Aircraft repair stations. 


Products Liability and Defective Parts Insurance for insureds within any of 
the above “nonexclusive authority” categories may be written by any Member 
or Associate Casualty Company through its usual branch office or agency chan- 
nels. If any of the products described in (a), (b), or (c) of this subdivision 8 
are included in the insured’s production and the products described in (a), (b), 
(c), and (d) constitute the major portion of the insured’s production, the 
entire coverage shall be offered to the Managers or CAIM for reinsurance; if the 
total of the products described in (a), (b), (c), and (d) constitute less than 
the major portion of the insured’s production, the entire coverage as to the 


products described in (a), (b), and (c) shall be offered to the Managers or 
CAIM for reinsurance. 


9. Comprehensive Liability for the Aviation Industry, Excluding Manufacturers 


Comprehensive liability coverages, including the automobile hazard, for in- 


sureds, other than manufacturers, engaged principally in the aviation industry. 
(Exclusive authority.) 
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ARTICLE III. NAMES OF COMPANIES IN WHICH Poticres May Be ISSUED 


Coverage as authorized may be issued by the Managers or CAIM in the names 
of any one or more Members and/or Associate Casualty Companies, jointly and 
severally, but only in the names of one or more Members and/or Associate 
Casualty Companies, licensed to write the particular coverage in the place 
where the policy is delivered. This paragraph does not affeet the provisions of 
Article IV hereof. 


ARTICLE IV. PARTICIPATIONS OF MEMBERS IN BUSINESS WRITTEN AND 
REINSURANCE CEDED 


A. PARTICIPATIONS 


The participations of Members in all new and renewal business, the effective 
date of which is within the period indicated, shall be as follows: 


|From midnight; Subsequent 
| Dec. 31, 1943, to midnight 





Members | to midnight | Dec. 31, 1946 
| Dee. 31, 1946 (percent) 
(percent) 
ss ieitaatiatctealinsiy 
Aetna Casualty & Surety Co ; Be 10. 50 10. 00 
American Surety Co-_....------ ’ : ~~ ees eadiicee caihad : a 10. 50 | 10. 00 
Century Indemnity Co--.- ’ caceceanamien sare | 10. 50 10. 00 
Hartford Accident & Indemnity Co--- bas nis : Saal 10. 50 | 10. 00 
Maryland Casualty Co-- eee Sr ae 10. 50 10. 00 
Massachusetts Bonding & Insurance Co...- a L222. carte 10. 50 | 10. 00 
en I IE, SO enna dinsinitiininitiidaupinwn dagcnnnnnnanivnss 10. 50 | 10: 00 
Standard Accident Insurance Co-. 5. 50 | 10. 00 


Travelers Insurance Co., Travelers Indemnity ¢ Co. (together)... Gd 10. 50 | 10. 00 
United States Fidelity & Guaranty i emccbilceses SR ee ee 10. 50 10. 00 





Participations of Members in reinsurance effected for their benefit shall be in 
the same proportions as the participations of the Members in the basic obligation. 


B. TRAVELERS COMPANIES—-SEPARATION AS TO CLASSES OF BUSINESS 


It is expressly agreed that— 

(1) The Travelers Insurance Company assumes no liability and enjoys no 

rights under this Agreement with respect to any coverages other than— 
Aviation Accident Insurance; 
Workmen’s Compensation and Employers’ Liability ; 
Aviation Indemnity Contracts ; 

and no other coverages may be written in its name. 

(2) The Travelers Indemnity Company assumes no liability and enjoys 

no rights under this Agreement with respect to any caverages other than— 
Aircraft Liability ; 
Airport Liability ; 
Products Liability and Defective Parts Insurance ; 
Liability of Hangarkeepers ; 
Personal Effects and Baggage Insurance ; 
and no other coverages may be written in its name. 

This allocation may be changed at the election of the said companies, 
on 90 days’ written notice to the Managers, and the allocation thereafter 
shall be in accordance with the terms of such notice. The above allocation 
shall not apply to Comprehensive Liability policies which shall be allocated 
as from time to time directed by the said companies. 


C. ALTERATIONS OF PARTICIPATIONS 


Changes in the participation of the Members may be made by the Managers 
with the consent of the Members and with the approval of the Advisory Council 
and must be confirmed by the Managers in writing to the Members. 
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D. ASSOCIATE CASUALTY COMPANIES 


For all purposes of this Agreement, all business, to the extent that any of the 
Associate Casualty Companies is obligated thereunder, shall be considered busi- 
ness issued in the name of New Amsterdam Casualty, as to United States 
Casualty Company; American Surety Company, as to New York Casualty Com- 
pany and Canadian Surety Company; and Century Indemnity Company, as to 
Standard Surety and Casualty Company, to all intents and purposes as if such 
business had in fact been issued in their respective names. 


E. WESTERN 





ASSURANCE COMPANY AND BRITISH AMERICA ASSURANCE COMPANY 


All liability under all policies and binders issued pursuant to the agreements 
entered into by the Managers and CAIM with the Western Assurance Company 
and the British America Assurance Company, both of Toronto, Ontario, Canada, 
which agreements give the Managers and CAIM exclusive authority (not exceed- 
ing the authority given hereunder by the Members to the Managers and CAIM) 
to issue policies and binders of insurance and of reinsurance in the names of 
the said Companies, shall be reinsured in full by one or more of the Members 
authorized to transact such business in the Dominion of Canada, and all such 
reinsurance assumed by any Members shall be treated as any other reinsurance 
assumed under this Agreement. 

Neither of the two aforesaid companies shall be considered as Members under 
the terms of this Agreement. 


F. REINSURANCE CEDED 


The Managers will endeavor to effect and maintain reinsurance in connection 
with all business written hereunder by the Managers and by CAIM, as follows: 

1. Share Reinsurance, for the benefit of and at the expense of Members only, 
provided, however, that if the Managers shall assume reinsurance from any 
share reinsurer, the reinsurance so assumed need not be included in the share 
reinsurance ceded. 

2. Share and Excess Reinsuranee, for the benefit of and at the expense of 
Members and their Share Reinsurers according to their respective participations 
in the basic business written and reinsurance thereof. 

3. Share Reinsurance effected in accordance with this section shall, except as 
otherwise authorized by the Advisory Council, be subject to commission, payable 
to the Managers or CAIM for the benefit of Members, which, in the aggregate, 
will be the equivalent of the sum of the following two items: 

‘(a) The actual commission paid to producers and the managerial allowance 
on the portion of the premium for the business which represents the premium 
for such reinsurance ; 

(b) Overwriting commission of * * * of the premium for such reinsurance. 
Should the Managers at any time be unable to obtain the allowance of the 
overwriting commission referred to in this Item (b), they shall promptly notify 
the Members. 3 

Where, under the terms of the reinsurance agreement, premiums are to be 
held on deposit, the Managers will have provisions incorporated in the agree- 
ment, in form approved by the Advisory Council, to protect the Members from 
liability for the loss of such premiums due to depositary failure. The Managers 
agree to keep the Members currently informed of all reinsurance effected in 
accordance with this section and of all changes in such reinsurance. 

All profit-sharing commission earned under such reinsurance, other than 
under Excess of Loss Treaties, shall belong to the Managers or CAIM, as their 
interest may appear. Profit-sharing commission, if any, under Excess of Loss 
Treaties shall be paid to the Members. 

Should any reinsurance become uncollectible for any reason, the total amount 
uncollectible shall be borne by the Members and their reinsurers, respectively, 
to the extent to which they stood to benefit had such reinsurance been collected. 


ARTICLE V. ApvisoRY COUNCIL 
A. ADVISORY COUNCIL 


Each Member shall appoint in writing one representative (and an alter- 
nate or alternates if it so desires) to an advisory council to be known as the 
“Advisory Council.” The underwriting and the administration of the affairs of 
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the Group by the Managers and CAIM shall be subject at all times to the review 
of the Advisory Council, which shall also review the experience of the business 
at regular intervals for the purpose of directing the Managers and CAIM in the 
further conduct of the business. The Members reserve the right through the 
Advisory Council to instruct the Managers and CAIM to refuse or cancel any 
risk, and the decision of the Advisory Council upon such matters shall be final. 
The Advisory Council may also from time to time, by unanimous vote of all 
members of the Advisory Council and with the consent of the Managers, amend 
the provisions of Article II of this Agreement with respect to the kinds of insur- 
ance or reinsuranmee which the Managers or CAIM shall be authorized to bind, 
write or accept. The portion of the resolution containing such amendment shall 
be separately reproduced and sent to each Member, designated as an amendment 
to this Agreement. Action by the Advisory Council may he taken only at meet- 
ings of which notice shall be given each Member and only upon the affirmative 
vote of a majority of all Members. The Managers shall prepare and forward to 
each Manager of the Advisory Council copies of the minutes of each meeting. 


B. ONE MEMBER FOR TRAVELERS COMPANIES 


For all purposes of this Article V and for all purposes requiring action by the 
Members under this Agreement, The Travelers Insurance Company and The 
Travelers Indemnity Company, together, shall be considered as a single Member 
and shall be represented at meetings of the Advisory Council by one person 
authorized to act for both. 


ArTICLE VI. SERVICING OF POLICIES AND ACCOUNTING FOR LOSSES, EXPENSES, 
AND TAXES 


A. SERVICING OF POLICIES 


Except in the case of foreign business, each Member will make the 
necessary inspections and payroll audits in eonnection with all Airport Lia- 
bility. Workmen’s Compensation and Employers’ Liability policies issued in 
its name by the Managers and will adjust and settle claims under all Work- 
men’s Compensation and Employers’ Liability policies so issued. CAIM will 
make such inspections and payroll audits in connection with such policies issued 
by it as the Advisory Council may direct, and will adjust and settle claims 
under all Workmen’s Compensation and Employers’ Liability policies so issued. 
Such adjustments and settlements shall be binding upon all Members to the 
extent of their participations hereunder. Each Member will make such other 
audits and render claim assistance in connection with other policies as may be 
requested by the Managers from time to time. For these purposes, copies of 
the policies will be sent at the time of issuance by the Managers to the Members 
in whose name they are issued or to the particular Member or Members requested 
to assist in the servicing of claims and losses or to make audits and inspections. 

The Managers at their discretion may also refer claims to independent 
Adjusters on a fee basis, provided, however, that no lay Adjuster shall be 
employed to engage in an unauthorized practice of law. 

In the case of foreign business, the Managers will make all necessary inspec- 
tions and payroll audits. 

B. CENTRAL CLAIMS OFFICE 


1. The Central Claims Office, a department organized by the Managers, will, 
subject to the supervision of the Advisory Council, adjust and settle all claims 
against the Members as Members of either USAIG or CAIM, including claims 
under Workmen’s Compensation or Employers’ Liability policies that come within 
the definition of foreign business, but excluding claims under all other Workmen’s 
Compensation or Employers’ Liability policies. 

2. All claim adjustments made by the Managers pursuant to this authority shall 
be binding upon the Members to the extent of their participations hereunder. 

3. The Managers are authorized to engage a Director and the necessary assist- 
ants to conduct the Central Claims Office. 

4. The expense of maintaining the Central Claims Office shall include the sal- 
aries of all its employees and its rent, light, telephone, telegraph, printing, sta- 
tionery, travelling and other expenses. The portion which in the opinion of the 
Managers can be allocated to a specific claim or claims shall be designated as 
“direct loss expenses”; the remainder shall be “unallocated loss expenses.” 
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5. Direct loss expenses shall be distributed among and paid by the Members 
in proportion to their respective gross participations in the risks involved and 
unallocated loss expenses in proportion to their respective gross participations 
in risks assumed during the month in which the latter expenses are incurred. 

6. The Travelers Indemnity Company, alone, shall be charged with its own 
share of all unallocated loss expense and with the share of The Travelers Insur- 
ance Company. 


Cc. PREMIUM TAXES PAID IN CANADA OR OTHER FOREIGN COUNTRY 


All amounts paid for premium taxes in Canada or any other foreign country 
by any Member or Associate Casualty Company of USAIG or CAIG or by the 
Western Assurance Company or the British America Assurance Company on 
account of policies written by the Managers or CAIM shall be apportioned among 
the Members of USAIG or CAIG, as the case may be, in proportion to their 
participations. 


D. INCOME AND EXCESS PROFITS TAXES PAID TO CANADA OR OTHER FOREIGN COUNTRY 


The net amount of any additional Income or Excess Profits taxes which any 
Member who is registered to do business in Canada or other foreign country may 
be required to pay on account of business ceded to the nonregistered Members less 
(a) the amount of any reduction in its United States or Canadian Income or 
Excess Profits taxes resulting from credit for the amount of such additional 
Canadian or other foreign taxes paid, and (b) the amount of any reduction in 
such Canadian or other foreign taxes for any year on account of business ceded 
to nonregistered Members and not previously deducted, shall be deemed an 
expense of the business to be shared among all the Members in accordance with 
their respective participations in risks assumed during the year for which the 
additional tax is payable. 


E. CHARGES OF MEMBERS FOR HANDLING CLAIMS, AUDITS AND INSPECTIONS 


No charge shall be made by any Member for handling claims or for making 
audits or inspections except as follows: 

1. A charge of not more than * * * for services actually performed outside 
the Home Office or a Branch Office by payroll auditors and engineering inspectors, 
plus travelling and hotel expenses of such auditors and engineering inspectors, 
and miscellaneous direct expenses incurred in making audits or inspections. 

2. A charge of * * * for services performed outside the Home Office or a 
Branch Office by a claim adjuster, claim manager or assistant claim manager 
in the settlement or adjustment of a claim or claims, plus travelling and hotel 
expenses of such adjuster, claim manager, or assistant claim manager, and 
miscellaneous direct expenses incurred in the handling of claims. 

3. A charge of * * * for each Workmen’s Compensation or Employers’ Lia- 
bility claim for which no charge is made under subdivision (2) above. 


F. REIMBURSEMENT FOR EXPENSES AND LOSSES 


Each Member will furnish to the Managers statements of the amount ex- 
pended in making audits and inspections, losses paid by it, direct loss expenses 
incurred by it, and reserves established by it for losses incurred but unpaid 
in connection with policies for which it is required to provide such audit, 
inspection or claim services under the terms of this Agreement. 

Such statements will be furnished monthly, as soon as possible after the 
close of the calendar month, except that statements of reserves established 
for losses incurred as to Workmen’s Compensation and Employers’ Liability 
claims will be furnished quarterly as of February 28, May 31, August 31, and 
November 30, as soon as possible after the close of the quarter. 

The Managers will prepare accountings showing each Member’s share of 
the total of all such losses paid and expenses incurred by the Members, the 
Managers and CAIM, plus unallocated loss expenses incurred by the Managers 
and CAIM. Distribution among the Members shall be effected by the Managers, 
monthly by— 

(1) Drawing at sight upon each Member whose share of the total ex- 
ceeds the amount shown by such accounting to have been paid by it, for 
the amount of such excess: Provided, however, That the Managers, at the 
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request of any Member, will (unless instructed otherwise by the Advisory 
Council) merely render a statement to such Member showing the amount 
of such excess, which such Member shall promptly remit to the Managers; 
and 

(2) As funds are received from such sight drafts or remittances, by 
remitting to each Member whose share of such losses and expenses is 
less than the amount of losses and expenses shown by such accounting to 
have been paid by it, the amount of such difference. 


ARTICLE VII. COMPENSATION TO MANAGERS AND CAIM 
A, MANAGERIAL ALLOWANCE 


The Managers and CAIM will give their best efforts to the procuring and han- 
dling of business and to the prompt collection of all premiums. In consideration 
of and as compensation for all services so rendered by the Managers and CAIM, 
the Members will pay to the Managers and CAIM a Managerial allowance of— 

(i) * * * of the net direct premiums (i. e., gross premiums less return pre- 
miums) written hereunder: Provided, however, That the Managers may 
reduce the said allowance as to any class of business or on any binder, 
policy or contract. 

(2) For reinsurance assumed, such percentage as the Advisory Council 
may determine. 

B. PRODUCERS’ COMMISSIONS 


The Members will assume the cost of all commissions paid by the Managers 
and CAIM to producers. The maximum rates of commission to be paid by the 
Managers or CAIM shall be determined by the Advisory Council. 


Cc. EXPENSES 


The Managers and CAIM will assume all expenses of operating their offices, 
except the cost of printing policies and policy supplies, and necessary accounting 
forms on which to make reports to Members. The cost of such printing, the 
cost of loss expenses, inspections and payroll audits, taxes on premiums and com- 
missions paid to producers, and license and bureau fees, shall be borne by the 
Members, according to their participation hereunder: Provided, however, That 
each Member will pay the premium taxes on all policies issued in its name and 
the other Members will reimburse such Member annually for their share of such 
taxes, computed in all cases, however, at a rate to be determined by the Managers 
subject to the approval of the Advisory Council, which shall also have the power 
to adjust the rate in particular cases of hardship. 


D. PROFIT SHARING COMMISSIONS 


In addition to the compensation set forth above, the Managers shall be entitled 
to receive * * * of the annual net profits to the Members on the business covered 
by this Agreement written by them, and CAIM shall be entitled to receive a like 
percentage of the annual net profits of the Members on business written by it. 
The net profits shall be profits after giving effect to all reinsurance transactions, 
both share and excess, and shall be determined as follows: 


Credits 


(a) Gross net premiums (i. e., gross premiums written less return premiums) 
for direct business and for reinsurance assumed from British America Assurance 
Company of Toronto, Ontario, and Western Assurance Company of Toronto, 
Ontario, reported to the Members during the year for which the accounting is 
made; 

(b) Gross net premiums (i. e., gross premiums written less return premiums) 
for reinsurance assumed, not included under item (a) above, reported to the 
Members during the year for which the accounting is made; 

(c) Commissions allowed by reinsurers on the premiums for reinsurance ceded 
during the year for which the accounting is made; 

(d) Unearned premium reserve from the previous statement of account; 

(e) Loss reserve from the previous statement of account. 
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Debits 


(a) The managerial allowances, producers’ commissions, and reinsurance 
commissions on gross net premiums as defined in items (a) and (b) of “Credits”: 

(b) Gross net premiums (i. e., gross premiums written less return premiums) 
for reinsurance ceded during the year for which the accounting is made ; 

(c) Losses and loss expenses paid during the year for which the accounting 
is made, less reinsurance recovered thereunder ; 

(d) Loss reserve established by the Members at the close of the year for 
which the accounting is made, less the reinsured proportion of such loss 
reserve ; 

(e) A premium reserve of fifty per cent (50%) of the net retained proportion 
of premiums (i. e., items (a) and (b) of “Credits”, less item (b) of “Debits’”) 
reported to the Members during the year for which the accounting is made; 

(f) An allowance equal to the actual unallocated expense of maintaining the 
Central Claims Office; 

(g) An allowance for other unallocated claim expense based on gross net 
premiums as defined in item (a) of “Credits” as follows: 


Workmen’s Compensation and Employers’ Liability___....._...___._.______-_~ e 
All other classes of business 


(h) An allowance to cover taxes, licenses, and fees of * * * per cent. * * * 
of the gross net premiums as defined in item (a) of “Credits” and of any part, 
on which taxes will be paid by the Members or the reinsured reimbursed other- 
wise than by extra commission, of the gross net premiums as defined in item (b) 
of “Credits” ; 

(i) An allowance of * * * of the gross net premiums as defined in item (a) 
of “Credits” to cover general administration expenses and bureaus and the 
actual audit and inspection expenses prorated among the Members during the 
year for which the accounting is made; 

(j) Any special allowances made by the Members; 

(k) Deficit, if any, shown by the previous statement of account. 

The amount by which the total credits exceed the total debits, if such be 
the case, shall represent the net profits to the Members. 

Separate annual profit-sharing commission statements shall be prepared cov- 
ering the results of the operations of the Managers and of CAIM and profit- 
sharing commissions shall be payable to the Managers and CAIM respectively on 
the basis thereof ; provided, however, that if either of such statements shall show 
a loss, the amount thereof (converted at the rate of exchange prevailing on the 
last day of the fiscal year) shall be deducted from any profit shown by the other 
statement and the profit-sharing commissions reduced accordingly. All ac- 
counts relating to business accepted by CAIM shall be settled in Canadian 
dollars. 

The first computation of net profits under this paragraph shall cover the 
period from January 1, 1944, to May 31, 1944. Subsequent computations shall 
be on the basis of a fiscal year ending on the thirty-first day of May. Computa- 
tions hereunder shall be combined with profit and loss computations as of the 
same dates, made under the agreement which this one supersedes, and when the 
net result is a profit the additional compensation shall be payable four (4) 
months after the end of the fiscal year. 


ARTICLE VIII. ACCOUNTING FOR PREMIUMS 
A. RECORDS OF PREMIUMS AND POLICIES 


The Managers and CAIM will keep a complete record of all policies, binders, 
endorsements, and contracts of insurance or reinsurance issued by them on be- 
half of Members or Associate Casualty Companies, and will keep in proper and 
customary form the books of account showing all premiums collected, and to be 
collected, by them for the Members. Such records and books shall at all times 
be subject to inspection and audit by the Members or their authorized representa- 
tives. 

B. PREMIUM STATEMENTS 


The Managers and CAIM will make to the Members on or about the 10th day 
of March, June, September, and December of each year quarterly summary re- 
ports of all premiums and return premiums under policies issued by them during 
the preceding quarterly period, in such form as the Members may from time to 
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time request, in order to permit Members properly to record on their books of 
account transactions arising out of their membership in the Group. The afore- 
mentioned summary reports shall show the total participation of each Member 
in all premium transactions, including reinsurance transactions, and shall sepa- 
rately state all premiums and return premiums from foreign business. 


C. PAYMENT OF PREMIUMS 
1. Payment to Members 


The Managers and CAIM will, subject to the provisions of subdivision 2 below, 
pay to the Members the balances due the Members as shown by the summary re- 
ports under paragraph B of this Article VIII, whether by them collected or 
not, less, in the case of the Managers, an amount equal to * * * of the total 
gross written premiums, less return premiums, reported by the Managers and 
CAIM, as follows: 

One-third upon rendition of the reports; 

One-third on or before the tenth day of the first month following the due 
date of the report; 

One-third on or before the tenth day of the second month following the 
due date of the report. 


2. Premium Reserves 

The Managers may, upon terms and conditions approved by the Advisory 
Council or a committee appointed by it for the purpose, maintain reinsurance 
premiums received from foreign insurers as reiNsurance premium reserves in 


foreign countries, all risks of loss with respect to any such reserves being as- 
sumed by the Members. 


8. Medium of Payment 


*ayment by the Managers shall be made in cash or in exchange on New 
York and by CAIM in Canadian dollars. 


4. Payment to Reinsurers 


The portion of premiums due reinsurers shall be paid reinsurers or deposited 
in special bank accounts as provided in said agreements with reinsurers, and 
the Managers and CAIM shall not be responsible for any failure, not due to the 
fault of the Managers or CAIM, of any such depositary to make proper payment 
of such funds due to insolvency or otherwise. 


5. Uncollected Premiums 


The Managers and CAIM may charge back to Members the following premiums, 
if they remain uncollected after the Managers have paid them to Members and 
after the exercise by Managers or CAIM of reasonable diligence in attempting 
to effect collection : 

(a) Payroll audit additional premiums; 

(b) Premiums on policies not taken, if the Managers or CAIM have 
acted promptly in effecting cancellation of such policies ; 

(c) Premiums on foreign business not paid by reason of currency or 
exchange embargoes, restrictions or controls, or other governmental acts, 
or war, revolutions, insurrections or invasions. 


D., PREMIUMS TO BE HELD IN TRUST 


The managers will hold all premiums collected by them, less commissions and 
managerial allowances thereon due the Managers, for the Members in trust 
until payment shall have been duly made as aforesaid, and will so hold until 
duly paid over to the Members, all other monies received by them for account 
of Members. 

E. MANAGERS’ GUARANTEE OF CAIM 


The Managers hereby guarantee all of the obligations of CAIM to the Members 
and to the Associate Casualty Companies under this Agreement. 


F, STATISTICAL REPORTS 


CAIM, for Canada, and the Managers, for all territory outside Canada, will 
undertake for the Members the preparation and filing of such statistical 
reports and experience statements in connection with the business contemplated 
hereunder, as may be required from time to time in the Various states, Canada 
and other foreign countries. 
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ARTICLE IX. RIGHT oF OFFSET AND LIEN 
A. OFFSET BY MANAGERS AND CAIM 


The Managers and CAIM are hereby authorized to deduct from and offset 
against any premiums or other monies held by them for account of any Member, 
all amounts owing to them from such Member, either on account of commissions, 
managerial allowances, share of profits, expenses or on account of any trans- 
action arising under this Agreement. 










B. LIEN ON AMOUNTS OWING 


Any amount at any time owing to any Member, pursuant to or by reason of 
this Agreement, by the Managers, by CAIM or by any other Member, shall, 
after and subject to an offset of all mutual claims and demands under this 
Agreement then existing or thereafter arising, at all times be subject to a lien 
to the extent of any present or future liability of such Member to any other 
Member or Members and/or to the Managers and/or CAIM under this Agree 
ment, or under or by reason of any policy of insurance or reinsurance or any 
other contract entered into pursuant to this Agreement. 


















Cc. NO WAIVER 





The failure or delay at any time or times of the Managers, CAIM, or Members 
to exercise the rights and privileges given and granted under paragraphs A and 
B above shall not be deemed to be a waiver of such rights and privileges. 


ARTICLE X. DISCONTINUANCE, RETIREMENT OF MEMBERS, AND DEFAULTING 
MEMBERS 


A. DISCONTINUANCE 


The writing of business may be discontinued by written notice to become 
effective on a date therein specified, such date to be not less than ninety (90) 
days after mailing. Such notice may be given at any time by the Advisory 
Council to the Managers or to CAIM, or by the Managers or by CAIM to each 
Member. Notice by or to CAIM shall affect only business through CAIM. 

After the giving of such notice, this Agreement shall remain in effect as to all 
parties until their rights and liabilities thereunder shall have been satisfied; 
but no business, either new or renewal, shall be written hereunder to take effect 
subsequent to the taking effect of such notice. 

All business affected by such notice, outstanding at the time of the taking 
effect of such notice, shall at the direction of the Advisory Council, either be 
allowed to run its natural course or be cancelled as and when ordered by the 
Advisory Council. 

After the giving of such notice but before its taking effect, the Advisory Council 
shall appoint as a Liquidating Manager, the Managers, CAIM, one or more of 
the Members, or any other person, firm or corporation. The Advisory Council 
as constituted at the time of discontinuance or as at any time thereafter con- 
stituted, shall continue to function with all the rights and powers of the Advisory 
Council as in this Agreement provided. The compensation of the Liquidating 
Manager shall be at all times at the discretion of the Advisory Council. 

The Liquidating Manager shall not assume liability or incur expense, of any 
kind, on behalf of the Members unless authorized by the Advisory Council but, 
commencing with the taking effect of said notice, shall otherwise have the same 
duties as, and shall function in the place of, the Managers or CAIM, as the 
case may be. Such duties shall include drawing upon the Members for return 
premiums, losses and authorized expenses, and upon the Managers for commis- 
sions on such return premiums and any other sums that may be due from the 
Managers; also the various other offices of the Managers as enumerated in this 
Agreement. Expenses incurred pursuant to this section A shall be apportioned 
among the Members at the end of each month in the proportion in which the 
total of all losses and direct loss expenses paid during said month are apportioned 
among the Members. 

Upon termination of this Agreement, and if the Members by action of the 
Advisory Council shall elect to cancel all outstanding business and liquidate 
their respective rights and liabilities among themselves, the Liquidating Manager 
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shall draw upon the Members according to their respective participations in the 
risks involved for all return premiums required to be paid in connection with 
the cancellation of such business, and the Advisory Council shall determine the 
proper amount of reserve for each of the risks, losses and liabilities (which 
shall include proper reserve for expenses which by the provisions of this Agree- 
ment are apportioned among the Members) and the reasonable value of each 
reinsurance, subrogation, salvage or other claims or rights, outstanding as of 
the date fixed as the date of liquidation, and as to which Members are liable 
or are entitled to participate. The Advisory Council shall submit a statement 
of said amounts and values to each Member, which shall also set forth the net 
amount payable or to be received by each Member on the basis thereof. Upon 
the receipt of said statement, the amount shown thereby to be due by each 
Member shall be due and payable within thirty (30) days thereafter to the 
Liquidating Manager for distribution to the remaining Members as their interest 
appears, unless a Member or Members serve notice of a desire for arbitration as 
hereinafter provided. 


B. RETIREMENT OF MEMBERS AND ASSOCIATE CASUALTY COMPANIES 


Any Member or any Associate Casualty Company may retire from this Agree- 
ment by giving ninety (90) days’ written notice to the remaining Members 
and to the Managers, but only as to business, the effective or renewal date of 
which is subsequent to the effective date of such retirement. Thereafter the 
remaining Members shall participate in such business in the respective pro- 
portions that at the effective date of such retirement their individual net 
participations under this Agreement bear to the aggregate net participations 
thereunder of all the remaining Members. 

1. In the event of the retirement of a Member, the remaining Members shall 
have the option of assuming— 

(a) The unexpired portion of the retiring Member’s liability under all 
outstanding risks, subject to the provisions of section 2 of this subdivision 
B; or 
(b) The total liability of the retiring Member for all losses already 
incurred, in addition to such Member’s liability as described in (a) of this 
section 1. 
The remaining Members may exercise these options at any time before or after 
the expiration of said ninety (90) day notice period, by giving ten (10) days’ 
written notice to the retiring Member. If the remaining Members exercise 
either of said options more than ten (10) days prior to the expiration of said 
ninety (90) day notice period, the effective date of retirement shall be the 
expiration of said ten (10) day notice period instead of said ninety (90) day 
notice period. 


2. Election of Option (a) 


Upon the exercise of option (a), as soon as practicable after the expiration 
of said 10-day notice period, the Managers shall prepare a statement of the 
retiring Member’s share of the unearned premiums, as of the date of such 
expiration, on all outstanding policies and contracts covering direct writings 
and reinsurance assumed, less (1) commissions and managerial allowances on 
such unearned premiums, and (2) the unearned premiums on reinsurance 
ceded after deducting reinsurance commissions on such unearned premiums. 
The retiring Member shall pay to the Managers the balance shown to be due 
by said statement within thirty (30) days after the rendition thereof, for 
distribution to the remaining Members as their interests may appes- 

The Managers shall use their best efforts to replace every outstanding polie> 
of the retiring Member with a policy of one or more of the remaining Members 
and/or Associate Casualty Companies. However, until such policies are re- 
placed, the retiring Member shall continue to render such service as required 
hereunder, but it shall not make any disposition of outstanding claims that is 
contrary to the wishes of the Advisory Council, or handle the settlement of 
claims in a manner that will reflect, in the opinion of the Advisory Council, 
adversely on the reputation of the remaining Members’ aviation insurance 
activities. 

8. Election of Option (b) 


Upon the exercise of option (b), the Managers shall prepare and submit to 
the Advisory Council a statement in accordance with section 2 of this sub- 
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division B, together with a statement of all outstanding losses and of all 
liabilities arising out of this Agreement and all reinsurance, subrogation, salvage 
or other rights outstanding as of the expiration of said ten-day notice period and 
as to which the retiring Member is liable or is entitled to participate. 

The Advisory Council shall thereupon determine the proper amount of re- 
serve for each of said losses and liabilities, and the reasonable value of each 
of said reinsurance, subrogation, salvage or other claims or rights, and shall 
submit a statement to the retiring Member setting forth the same and the net 
amount payable on the basis thereof. 

This net amount shall be due and payable by the retiring Member to the 
Managers for distribution to the remaining Members and the Managers and 
CAIM, as their interests may appear, within thirty (30) days after receipt of 
said statement by said retiring Member, unless the latter serve notice of its 
desire for arbitration as provided in Article XII. 

The retiring Member shall turn over to the Managers all files and records in 
its possession or complete copies thereof in respect to all outstanding claims, in 
order that the remaining Members shall have sufficient information properly to 
dispose of such claims. 

The retiring Member, upon payment of the amount found to be due and pay- 
able, as aforesaid, shall be released of all liabilities, claims or obligations of any 
kind whatsoever, under or by reason of this Agreement. 


4. Absorption by Remaining Members of Retiring Member’s Participation 


The Retiring Member’s participation in liabilities, assumed upon the exercise 
of option (a) or (b), shall be assumed by the remaining Members in the re- 
spective proportions that their individual net participations in the business in- 
volved bear to the aggregate net participations therein of all the remaining 
Members. 

5. In the event of the retirement of an Associate Casualty Company, such 
company shall immediately turn over to the Managers (or to CAIM in the case 
of a Canadian Company), for the account of the Members, all files and records 
pertaining to the business written and reinsurance assumed in which the Mem- 
bers have an interest by virtue of this Agreement. 

The Managers (or CAIM in the case of a Canadian Company) shall have the 
right to terminate outstanding contracts of insurance or reinsurance, issued in 
the name of the retiring Associate Casualty Company, and to substitute there- 
for Others in the name of one or more Members or Associate Casualty 
Companies. 


C. DEFAULTING MEMBERS 
I. Definition 


If any Member default in the performance of any of its obligations under 
this Agreement (whether before or after retirement, discontinuance or termina- 
tion), or if it be proceeded against as insolvent or be placed in liquidation, 
receivership or rehabilitation, it shall thereupon be deemed a “Defaulting Mem- 
ber.” If any disagreement arises as to whether or when a Member became 
a Defaulting Member, the question shall be determined by vote of the Advisory 
Council, and its decision shall be final. 


2. Results of Default 


If any Member become a Defaulting Member— 

(a) It shall thereupon cease to be a Member. 

(b) Participation ceases: It shall not participate in any policies, treaties, 
or agreements thereafter issued, assumed, ceded, or entered into, nor in any 
losses or liabilities thereafter incurred, nor in premiums or other income 
thereafter accruing in connection with any policy (whether its own or that 
of any other Member) or treaty then outstanding. 

(c) Absorption by Remaining Members of Defaulting Member's Lia- 
bilities : The Defaulting Member’s participation in— 

(1) the unexpired portion of all policies, treaties and agreements in 
force at date of default ; 

(2) unpaid losses, loss expenses, commissions and managerial allow- 
ances, reinsurance premiums, return premiums, and all other liabilities 
under this Agreement; and 

(3) all policies, treaties and agreements thereafter issued, assumed, 
ceded or entered into; 
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shall be assumed by the remaining Members in the respective proportions 
that their individual net participations therein bear to the aggregate net 
participations therein of all of the remaining Members. 

(d) Defaulting Member’s Obligations: The Defaulting Member shall— 

(1) repay to the Managers for the account of the remaining Members, 
the unearned premiums on all outstanding policies and contracts of 
direct business and reinsurance assumed, less commissions and manage- 
rial allowances on such unearned premiums, and less the unearned 
premiums on reinsurance ceded after deducting commissions on such 
unearned premiums ; 

(2) pay to the Managers for account of the remaining Members, on 
demand from time to time, the amount of all its obligations which are 
assumed by the remaining Members as provided herein. 

The Managers, with the approval of the Advisory council, may agree with 
« Defaulting Member or its legal representative upon an amount which shall 
be accepted in full liquidation of all of the obligations of the Defaulting 
Member assumed by the remaining members, and of all other obligations 
hereunder of the Defaulting Member. 


$. Replacement of Policies 


Every policy of a Defaulting Member outstanding at the time of its default 
shall be replaced by the Managers with a policy of one or more of the Members 
or Associate Casualty Companies. 


4. Surrender of Records 


The Defauiting Member shall surrender to the Managers as the property of 
the Members, all files and records in its possession or complete copies thereof in 
respect to outstanding claims which such Defaulting Member was servicing. 


ARTICLE XI. Deposit AGREEMENT 


A. QUARTERLY PAYMENTS TO DEPOSITARY 


The Managers, within seventy-five (75) days after the last day of each quar- 
terly period for which reports are rendered pursuant to paragraph B of Article 
VIII, shall pay over to the Depositary an amount equal to two and one-half 
per cent. (214 per cent) of the total gross written premiums, less return premiums 
reported for such quarterly period by both the Managers and CAIM. 


B. DEPOSIT AGREEMENT 


The Depositary shall hold, invest, reinvest and pay out the amounts 
paid to it pursuant to the provisions of paragraph A, together with all ac- 
eretions and income and investments and reinvestments thereof (hereinafter 
called the “Fund”), in accordance with the terms of the Deposit Agreement, 
a copy of which is annexed hereto and marked “Exhibit A.” 


C. DEFAULT OF A MEMBER 


Should any Member become a Defaulting Member under this Agreement, the 
Managers, or the Liquidating Manager, as the case may be, with the approval of 
the Advisory Council, shall draw upon the Fund to the extent necessary to pay 
any amount due by such Defaulting Member, but no such payment shall 
relieve such Defaulting Member from its obligations under this Agreement except 
to the extent such payment is made out of the Defaulting Member’s portion of 
the Fund. 

If and when all of the obligations of a Defaulting Member under this Agreement 
shall have been paid in full by it, the Managers, or the Liquidating Manager, as 
the case may be, with the approval of the Advisory Council, shall direct the 
Depositary to pay out of the Fund to such Defaulting Member the share then 
remaining to its credit. 

D. RETIREMENT OF A MEMBER 


Should any Member retire from membership, pursuant to the provisions of this 
Agreement, its portion of the Fund shall be held by the Depositary until the 
payment by it of all of its obligations under this Agreement. 





260 THE INSURANCE INDUSTRY 


Thereupon, the Managers, with the approval of the Advisory Council, shall 
direct the Depositary to pay to such retiring Member the portion of the Fund 
then remaining to its credit. 


E. DISCONTINUANCE OR TERMINATION 


Should the Members or the Managers discontinue the writing of further 
business under this Agreement, the Advisory Council shall, upon the payment 
by any Member of all of its obligations and liabilities under this Agreement, 
direct the Depositary to pay to such Member its share of the Fund. 

Should termination be at the instance of the Managers, the Managers shall 
(and the Advisory Council may) notify the Depositary that it shall thereafter 
act only upon the instructions of such person or corporation as the Advisory 
Council shall designate. 


FP. STATEMENTS OF AMOUNTS ON HAND, LIABILITIES AND SHARES 


The Depositary shall, promptly after June 30th and December 31st of each 
year, furnish the Managers with a schedule of the securities and amount of 
cash in the Fund for account of principal and for account of income as at said 
respective dates and the value as at such dates of each of such securities. The 
Managers shall, promptly after receipt thereof, furnish each Member with a 
statement showing, as at such date— 

(1) the figures submitted to the Managers by the Depositary and each 
Member’s share in the fund ; 

(2) the estimated total net liabilities of the Members, exclusive of any 
liabilities on account of premiums due reinsurers to the extent that the 
amount thereof is held on deposit by the Managers or CAIM in special bank 
accounts for the purpose ; 

(3) the share of each: Member in such estimated total net liabilities; 

(4) the excess or deficit, if any, of the Fund with respect to such estimated 
total net liabilities ; 

(5) the share, if any, of each Member in such excess or deficit. 

The Advisory Council, at its next meeting after receipt of such statement, may 
instruct the Managers to direct the Depositary to distribute such portion of such 
excess among the Members entitled thereto as the Advisory Council may deter- 
mine, but in such proportions that the remaining share in the Fund of each such 
Member shall be in the same proportion to its share of such total net liabilities 
as the share in the Fund of each other such Member bears to its share of such 
total net liabilities. 

G. TERMINATION OF DEPOSIT AGREEMENT 


The Deposit Agreement provided for by this Article XI may be terminated at 
any time by agreement of a majority of the Members exclusive of Defaulting 
Members and retired Members acting through the Advisory Council, in which 
event the Managers (or their successors provided for in paragraph 4 of the 
Deposit Agreement), with the approval of the Advisory Council, shall direct the 
Depositary to make payment to the Members (excluding Defaulting Members but 
including retired Members) of their respective shares in the Fund. The share of 
a Defaulting Member shall not be paid to it until all of the obligations of such 
Member under this Agreement shall have been paid in full. 


H. RESIGNATION OF DEPOSITARY 


If at any time The New York Trust Company shall resign as Depositary or the 
Advisory Council shall determine to revoke the authority of The New York Trust 
Company as Depositary and employ a new Depositary, the Advisory Council 
may instruct The New York Trust Company to pay and deliver over all cash and 
securities in its hands to such other bank or trust company as the Advisory 
Council may select as successor Depositary, and upon the acceptance in writing 
by such bank or trust company of such cash and securities subject to all the 
terms, conditions and obligations of the Deposit Agreement, it shall become the 
Depositary under and a party to the Deposit Agreement; provided, however, that 
such successor Depositary shall be a national bank or trust company, with its 
principal office in the Borough of Manhattan, City of New York. 
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ARTICLE XII. ARBITRATION 


In the event any Member or Retiring Member, or the Managers or CAIM dis- 
agree with any of the determinations of the Advisory Council with respect to 
the interpretation of this Agreement or the rights of the parties in connection 
with any transaction hereunder, the matter shall be referred to two arbitrators, 
one to be chosen by such Member (or the Managers, or CAIM, as the case may 
be) and the other by the Advisory Council, and to an umpire to be chosen by said 
arbitrators before they enter upon arbitration. If they are unable to agree upon 
an umpire within thirty (30) days after the appointment of the second arbitra- 
tor, such Member (or CAIM or the Managers, as the case may be) or the Advisory 
Council may apply to the then President of the Association of the Bar of the 
City of New York or the American Arbitration Association to make such appoint- 
ment. The determination of any two of such three arbitrators shall be final 
and binding upon all parties hereto. As soon as either the Member (or CAIM or 
the Managers, as the case may be) or the Advisory Council demands arbitration 
and has named an arbitrator, the other shall name an arbitrator within one 
month. If not so named, then the first party may also name the second arbitrator 
or may apply to the then President of the Association of the Bar of the City of 
New York or the American Arbitration Association to make such appointment. 
Such Member (or CAIM or the Managers, as the case may be) and the Advisory 
Council shall submit the case to the arbitrators with all reasonable speed upon 
receipt of advices of the selection of an umpire. Each party to the arbitration 
shall pay the fees and expenses of its arbitrator unless otherwise agreed, and 
the remaining costs of the arbitration shall be borne as the arbitrators shall 
direct. 

ARTICLE XIII. Fipetiry Bonps 


Upon request of the Advisory Council, the Managers shall require such of 
their officers and employees named in such request to furnish fidelity bonds 
in favor of the Managers for the use and benefit of the Members. The form 
of such bonds shall be approved and the amount thereof fixed by the Advisory 
Council. The Advisory Council may require the amount of such bonds to be 
increased or may consent to a reduction thereof as circumstances warrant. The 
expense of such bonds shall be paid by the Members. The Managers will, if 
requested by the Members, furnish bond in such amount as the Members may 
designate for the proper performance of their obligations hereunder and for 
a true and faithful accounting for monies collected on behalf of and held for 
Members. 

ARTICLE XIV. ADVERTISING AND PUBLICITY 


No Member or Associate Casualty Company shall conduct publicity campaigns 
for the advertisement of insurance contemplated hereunder other than by cir- 
culars or letters to its own agency force. Other publicity for such insurance 
on behalf of Members or Associate Casualty Companies shall be conducted by 
the Managers. 

ARTICLE XV. AMENDMENTS 


The Managers shall prepare from time to time as may become necessary 
for execution by the subscribers to this Agreement, suitable amendments to 
provide for any and all changes in the conduct of USAIG and CAIG which 
may be inconsistent or in conflict with the provisions of this Agreement as now 
written. 


ARTICLE XVI. Errective DATE AND APPLICATION oF TaIs AGREEMENT 


This Agreement is effective from midnight of December 31, 1943, Eastern 
Standard Time, and shall apply to all new and renewal policies and contracts 
of insurance and reinsurance issued by the Managers or CAIM to become effective 
from and after that day and hour, and cancels and supersedes as of the same 
day and hour, as to such policies and contracts, the agreement between certain 
of the parties hereto which was entered into December 1, 1933, and became 
effective from midnight of June 30, 1933, together with all agreements supple- 
mental thereto. 
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In witness whereof, each of the Members, the Associate Casualty Companies, 
the Managers and CAIM have executed these presents by its duly authorized 
officers. 

AETNA CasuALty & SuReTY Co. 

CenTuRY INDEMNITY Co. 

Hartrorp ACCIDENT & INDEMNITY Co. 

MARYLAND CASUALTY Co. 

New AMSTERDAM CASUALTY Co. 

Unitep States Fiperiry & GUARANTY Co. 

THE TRAVELERS INSURANCE Co. 

THE TRAVELERS INDEMNITY Co. 

AMERICAN SurRETY COMPANY OF NEW YoRK 

MASSACHUSETTS BONDING & INSURANCE Co. 

THE STANDARD ACCIDENT INSURANCE Co. 

UNITED STATES CASUALTY Co. 

New YoRK CASUALTY Co. 

CANADIAN SuREtTy Co. 

STANDARD SuRETY & CASUALTY COMPANY OF 
New YORK 

UnitTep STATES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, LTD. 


AMENDMENT No. 1 TO AGREEMENT 


Entered into as of the 1st day of January, 1944, by and between the Member 
Casualty and Associate Member Casualty Companies of United States Aircraft 
Insurance Group, the Member Casualty Companies of Canadian Aircraft In- 
surance and United States Aviation Underwriters Incorporated, and its wholly 
owned subsidiary, Canadian Aviation Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it 
is agreed as follows: 

1. Effective as of January ist, 1948, Paragraph E of Article VI, of the said 
Agreement is deleted and the following substituted in lieu thereof : 


“Ee. CHARGES OF MEMBERS FOR HANDLING CLAIMS, AUDITS AND INSPECTIONS 


“No charge shall be made by any Member for handling claims or for making 
audits or inspections except as follows: 


“1. Audits and Inspections 


“A charge of not more than * * * for services actually performed outside 
the Home Office or Branch Office by payroll auditors and engineering inspectors, 
plus travelling and hotel expense of such auditors and engineering inspectors, 
and miscellaneous direct expenses incurred in making the audits or inspections. 


“2. Claims 


“(a) A charge of * * * for handling Medical Only cases or any other type of 
case requiring paper work only. 

“(b) A per diem charge of * * * for the handling of any case involving an 
investigation, plus travelling and hotel expense and miscellaneous direct ex- 
penses incurred in the handling of claims. 

“(¢c) On any case involving investigation and permitting a per diem charge 
of * * * a minimum charge of * * *. 

“(d) A per diem charge of * * * in connection with cases requiring super- 
vision on the part of the Field Claim Manager or Home Office for time spent by 
the Field Claim Manager or Home Office Supervisor ‘in office’.” 

2. Effective as of August 31st, 1948, Paragraph F of Article XI, of said 
Agreement is deleted and the following substituted in lieu thereof: 


“F, STATEMENTS OF AMOUNTS ON HAND, LIABILITIES AND SHARES 


“The Depository shall, promptly after June 30th and December 31st of each 
year, furnish the Managers with a schedule of the securities and amount of cash 
in the Fund for account of principal and for account of income as at said respec- 
tive dates and the value as at such dates of each of such securities. The De- 
pository shall, after August 3lst and February 28th of each year, furnish the 
Managers with a statement of the total value of the Fund as of said respective 
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dates. The Managers shall, promptly after receipt of the statements aforesaid, 
furnish each Member with a statement showing, as at such date— 

“(1) the figures submitted to the Managers by the Depositary and each 
Member’s share in the fund; 

“*(2) the estimated total net liabilities of the Members, exclusive of any 
liabilities on account of premiums due reinsurers to the extent that the 
amount thereof is held on deposit by the Managers or CAIM in special bank 
accounts for the purpose ; 

“(3) the share of each Member in such estimated total net liabilities; 

“(4) the excess or deficit, if any, of the Fund with respect to such esti- 
mated total net liabilities ; 

“(5) the share, if any, of each Member in such execss or deficit. 

“Any Member whose share in the Fund is shown by any such statement to be 
less than its share of estimated total net liabilities shall pay into the Fund an 
amount sufficient to cover such deficit. 

“The Advisory Council, at its next meeting after receipt of such statement, 
may instruct the Managers to direct the Depositary to distribute such portion of 
such excess among the Members entitled thereto as the Advisory Council may 
determine, but in such proportions that the remaining share in the Fund of 
each such Member shall be in the same proportion to its share of such total net 
liabilities as the share in the Fund of each other such Member bears to its share 
of such total net liabilities.” 

In witness whereof, the parties hereto have caused these presents to be exe- 
cuted by their duly authorized officers this 6th (Sixth) day of July 1949. 

AETNA CASUALTY & Surety Co. 

CENTURY INDEMNITY Co. 

HARTFORD ACCIDENT & INDEMNITY Co. 

MARYLAND CASUALTY Co. 

NEW AMSTERDAM CASUALTY Co. 

UNITED States Fiperity & GUARANTY Co. 

THE TRAVELERS INSURANCE Co, 

THE TRAVELERS INDEMNITY Co. 

AMERICAN SURETY COMPANY OF NEw YORK 

MASSACHUSETTS BONDING & INSURANCE Co. 

THE STANDARD ACCIDENT INSURANCE Co. 

UNITED STATES CASUALTY Co. 

NEW YorRK CasuALTy Co. 

CANADIAN Surety Co. 

STANDARD Surety & CASUALTY COMPANY OF 
NEw YorK 

UNITED STATES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, 
Lip: 


AMENDMENT No. 2 TO AGREEMENT 


Entered into as of the 1st day of January, 1944, by and between the Member 
Casualty and Associate Member Casualty Companies of United States Aircraft 
Insurance Group, the Member Casualty Companies of Canadian Aircraft In- 
surance Group and United States Aviation Underwriters, Incorporated, and its 
wholly owned subsidiary, Canadian Aviation Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it 
is agreed as follows: 

1. Effective as of June 30, 1947, Standard Surety and Casualty Company 
of New York ceased to be an “Associate Casualty Company.” 

2. Effective as of October 1, 1951, New York Casualty Company ceased to be 
an “Associate Casualty Company.” 

3. Effective as of midnight December 31, 1951, United States Casualty Com- 
pany ceased to be an “Associate Casualty Company” and became a “Member” 
of both USAIG and CAIG. 

4. Paragraph A of Article IV of the said Agreement is deleted and the fol- 
lowing substituted in lieu thereof: 
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“A. PARTICIPATIONS 


“1. Subject to the provisions of subdivision 2 below, the participations of 
Members in all new and renewal business, the effective date of which is within 
the period indicated, shall be as follows: 





From midnight/From midnight 
Dec. 31, 1943 | Dec. 31, 1946 





“ Members to midnight to midnight 
Dec. 31, 1946 Dec. 31, 1951 
(percent) (percent) 

Actus Camnelty: @iBurety O05. i. ss. sso ce led ccs b eco ck 10. 50 10. 00 

I I Bini nk hb 55 6ethcw cnserddnee pldetapeorecdebobucsennes 10. 50 10. 00 

ao iniccicemsamannsksbb serie vocephioppegeanmecna 10. 50 10. 00 

Hartford Accident & Indemnity Co. ..-...............--.-.--....-...-.- 10. 50 10. 00 

Dea mr a. ee a ee keane 10. 50 10.00 

Massachusetts Bonding & Insurance Co.......-...-.-.------..------.--- 10. 50 10. 00 

ee I i ne neice dudesenape-aseeneeenor 10. 50 10. 00 

Standard Accident Insurance Co. ._........-...-.---.-.-_=----..-------- 5. 50 10. 00 

Travelers Insurance Co., Travelers Indemnity Co. (together)..........-.- 10. 50 10. 00 
United States Fidelity & Guaranty Co...............--..-.-------.--.-- 10. 50 10. 00” 





“2. The participations of Members in all new and renewal business, the effec- 
tive date of which is after midnight December 31, 1951, and in the unexpired 
portions after the respective anniversary dates next succeeding December 31, 
1951, of policies, binders and contracts written for a term longer than one year 
and which became effective prior to said date, shall be as follows: 


Percent 

De en cereeepetansiarcmeaties acthinehsoaanieieneeeanap 6. 06 
5 ten a tanto cemeteries 12. 12 
Snir gallina nena All Se ce ea eget 9.10 
cena erento esaesenenesmenasereneneiine 10. 10 
a ceneniandndasabananapesceeveneheesanavartncemsepan 10. 10 
Massachusetts Bonding & Insurance Co___-..---..---_--__--__--__--__ 8. 08 
Dee ee eeprembabnneran snieesieieniinasapceeeanentmscnmannet 10. 10 
Ne en ee cme eee eececennae 6. 06 
Travelers Insurance Co., Travelers Indemnity Co. (together) ._------~ 12. 12 
RMS 10. 10 
asec atanmenenenanes 6. 06 


“Participations of Members in reinsurance effected for their benefit shall be 
in the same proportions as the participations of the Members in the basic obli- 
gation.” 

5. Effective as of midnight December 31, 1951, subdivision 8 of paragraph B 
of Article II of the said Agreement is deleted and the following substitutted in 
lieu thereof : 


“8. Products Liability and Defective Parts Insurance 


“Legal liability of insured for bodily injury or death, for damage to property, 
for loss of use, or for other damages, caused by defective workmanship or 
materials supplied by— 


Nonexclusive authority : 

(a) Manufacturers of aircraft 

(b) Manufacturers of aircraft engines 

(c) Manufacturers of aircraft propellers 

(d) Manufacturers of other aircraft accessories 
Exclusive authority : 

(e) Aircraft repair stations 


Products Liability and Defective Parts Insurance for insureds within any of 
the above ‘non-exclusive authority’ categories may be written by any Member 
or Associate Casualty Company through its usual branch office or agency chan- 
nels. If any of the products described in (a), (b) or (¢) of this subdivision 8 
are included in the insured’s production and the products described in (a), 
(b), (c) and (d) constitute the major portion of the insured’s production, the 
entire coverage shall be offered to the Managers or CAIM for reinsurance; if the 
total of the products described in (a), (b), (c) and (d) constitute less than 
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the major portion of the insured’s production, the entire coverage as to the 
products described in (a), (b) and (c) shall be offered to the Managers or CAIM 
for reinsurance.” 

In witness whereof, the parties hereto have caused these presents to be executed 
by their duly authorized officers as of the 2nd day of January, 1952. 


AETNA CASUALTY & SuRETY Co. 

CENTURY INDEMNITY Co. 

Hartrorp ACCIDENT & INDEMNITY Co. 

MARYLAND CASUALTY Co. 

NEw AMSTERDAM CASUALTY Co. 

UNITED States FIDELITY & GUARANTY Co. 

THE TRAVELERS INSURANCE Co. 

THE TRAVELERS INDEMNITY Co. 

AMERICAN SuRETY COMPANY OF NEW YORK 

MASSACHUSETTS BONDING & INSURANCE Co. 

STANDARD ACCIDENT INSURANCE Co. 

UNITED STATES CASUALTY Co. 

CANADIAN SuREtTy Co. 

UNITED STATES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, 
Lp. 


AMENDMENT No. 3 TO AGREEMENT 


Entered into as of the 1st day of January 1944, by and between the Member 
Casualty and Associate Member Casualty Companies of United States Aircraft 
Insurance Group, the Member Casualty Companies of Canadian Aircraft Insur- 
ance Group and United States Aviation Underwriters, Incorporated, and its 
wholly owned subsidiary, Canadian Aviation Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it is 
agreed as follows: 

1. Effective as of Midnight December 31, 1952, The Employers’ Liability As- 
surance Corporation, Ltd., and American Employers’ Insurance Company be- 
came Members of both USAIG and CAIG. 

2. Effective as of Midnight December 31, 1952, Section 3 of Paragraph B of 
Article II is deleted and the following substituted in lieu thereof: 


“3. Aviation Accident Insurance 


“Death or injuries of the insured under policies restricted to the hazards of 
aviation (exclusive authority, except that American Employers’ Insurance Com- 
pany may continue the business which it has been heretofore conducting of is- 
suing Personal Accident Airline Trip Insurance policies through Tele-Trip 
Policy Company, Inc.)” 

3. Paragraph A of Article IV, is amended by adding the following paragraph: 

“3. The participations of Members in all new and renewal business, the ef- 
fective date of which is after midnight December 31, 1952, and in the unexpired 
portions after the respective anniversary dates next succeeding December 31, 
1952, of policies, binders and contracts written for a term longer than one year 
and which became effective prior to said date, shall be as follows: 


Percent 
IN <7 I ae at Mae 5.6 
American Mmployers Insurance Ooi iC ht ec 4.2 
I ae scan oeaincnceceh mbna cialapin mee GRE ea Sa Aas See 11.1 
emury tidemnity Celio225 oe La 8.4 
Employers’ Liability Assurance Corp., Ltd_._.._---..-....-._-________ 4.2 
Hartford Accident & Indemnity Co._.._-._--.----~--- 2. 9.2 
eenpnins Commuamany Gee 3 cs Se a 9. 2 
Massachusetts Bonding & Insurance Co____--------.-.__-__- 7.4 
meer Amoaterdam Oasenity' Cou ioe ek ee ee 9.2 
Standard Accident Insurance Co___.-~~~~.---- ee 5.6 
The Travelers Insurance Co., the Travelers Indemnity Co (together) ____ 231 
United States Fidelity & Guaranty Co... ..-. 12.4 9.2 
munced States: Cagualty Oosio 6.2 lel UU eel eo ade 5. 6 


Participations of Members in reinsurance effected for their benefit shall be in the 
Same proportions as the participations of the Members in the basic obligation.” 
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4. Section 2 of Paragraph F of Article IV is hereby deleted and the following 
substituted in lieu thereof : 

“2. Share and Excess Reinsurance, for the benefit of and at the expense of 
Members and (in the discretion of the Managers) * their Share Reinsurers ac. 
cording to their respective participations in the basic business written and réin- 
surance thereof.” 

5. Effective as of midnight December 31, 1952, Item (b) of Section 3 of Para- 
graph F of Article IV is deleted and the following substituted in lieu thereof: 

“(b) Overwriting commission in an amount equal to such percentage of the 
premium for the reinsurance as in the judgment of the Managers is fair 
and reasonable.” 

6. Article V is hereby amended by adding thereto a new paragraph lettered 
“C” and reading as follows: 


“Cc, ONE MEMBER FOR EMPLOYERS’ COMPANIES 





“For all purposes of this Article V and for all purposes requiring action by 
the Members under this Agreement, The Employers’ Liability Assurance Cor- 
poration, Ltd., and American Employers’ Insurance Company, together, shall 
be considered as a single Member and shall be represented at meetings of the 
Advisory Council by one person authorized to act for both.” 

7. Effective as of midnight December 31, 1952, Paragraph E of Article VI is 
deleted and the following substituted in lieu thereof : 


“E. CHARGES OF MEMBERS FOR HANDLING CLAIMS, AUDITS, AND INSPECTIONS 


“No charge shall be made by any Member for handling claims, or for making 
audits or inspections except as follows: 


“1. Audits 


“(a) Charge for audit services shall be on the basis of * * *. A minimum 
charge per audit of one hour at the same hourly rate shall apply. 

“(b) Charge for out-of-pocket expense, i. e., transportation, hotel, meals, 
telephone, telegraph, and such other miscellaneous items as may be incurred by 
auditors in performing such audit services shall be made. 

““(c) The charges shall apply to travel time as well as to field and office 
time actually spent in completing audits by the auditors. The total travel time 
charge per case for audit services for any one 24-hour day shall not exceed 
§ hours. 

































“2. Inspections 


“(a) Charge for inspection services shall be on the basis of * * *. A mini- 
mum charge per inspection of 1 hour at the same hourly rate shall apply. 

“(b) Charge for out-of-pocket expense, i. e., transportation, hotel, meals, 
telephone, telegraph, and such other miscellaneous items as may be incurred by 
inspectors in performing inspection services shall be made. 

“(c) The charges shall apply to travel time by inspectors as well as to the 
time actually spent in making inspections away from the office. The total travel 
time charge per case for inspection services for any one 24-hour day shall not 
exceed 8 hours. 


“3. Claims 


“Claims are to be divided into two classifications for the purpose of making 
charge for services rendered. 

““(a) Workmen’s Compensation or Employers’ Liability Claims.—For services 
rendered in the handling of Workmen’s Compensation claims a charge of * * * 
of the combined indemnity, medical and allocated claim expense payments shall 
be made. This charge is in lieu of unallocated claim expense of every descrip- 
_tion. For purpose of clarification, allocated claim expense means actual pay- 
ments for legal expenses, excluding the cost of investigation and adjustment of 
claims by salaried employees and fee adjusters, but including attorney's fees, 
court costs, interest, expense for expert testimony, examination, X-ray, autopsy 
or medical expenses of any kind not incurred for the benefit of the injured or 
any other expenses incurred under the policies other than payment of indemnity 
or medical treatment, provided that only those items of expense which can be 
directly allocated to a specific claim involving litigation or possible litigation 
when necessary to determine the company’s liability shall be included. 





1 Words in parentheses new. 
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“Each Member Company rendering such claim services shall submit a monthly 
statement showing total indemnity, medical and allocated claim expense pay- 
ments made and shall be paid on the basis of * * * of such payments. This 
will apply to such payments made on and after the effective date of this Schedule 
of Charges. 

“(b) All Other Types of Claims.—In addition to reimbursement of allocated 
claim expense as defined above a charge for the handling of all other types of 
claims shall be on the basis of * * * for services rendered by salaried claim 
managers, supervisors or adjusters, whether located in the field or Home Office, 
plus out-of-pocket expense, i. e., transportation, hotel, meals, telephone, telegraph, 
and such other miscellaneous items as may be incurred by such individuals in 
the handing of such claims. 

“A minimum charge per case of three hours at the hourly rate of * * * for the 
handling of claims as specified in this paragraph shall apply. 

“The charges shall apply to travel time as well as to field and office time 
incurred by such individuals in the handling of such claims. The total travel 
time charge per case for any one 24-hour day shall not exceed 8 hours. 

“Should a case be referred to a Member Company for handling at a location 
where that company does not have a salaried claim representative the charge 
for service, including expenses, made by an independent adjuster shall be borne 
in its entirety by the USAIG without any surcharge whatsoever by the Member 
Company.” 

8. Effective with respect to all new and renewal business, the effective date of 
which is after midnight December 31, 1952, and the unexpired portions after 
the respective anniversary dates next succeeding December 31, 1952, of policies, 
binders and contracts written for a term longer than one year and which became 
effective prior to said date, item (g) under the heading “Debits” of Paragraph 
D of Article VII is deleted. 

In witness whereof, the parties hereto have caused these presents to be exe- 
cuted by their duly authorized officers as of midnight December 31, 1952. 


AETNA CASUALTY & SuRETY Co. 

CENTURY INDEMNITY Co. 

HARTFORD ACCIDENT & INDEMNITY Co, 

MARYLAND CASUALTY Co, 

NEW AMSTERDAM CASUALTY Co. 

UNITED STATES FIDELITY & GUARANTY Co. 

Tue TRAVELERS INSURANCE Co. 

THE TRAVELERS INDEMNITY Co. 

AMERICAN SURETY COMPANY OF NEW YORK 

MASSACHUSETTS BONDING & INSURANCE Co. 

STANDARD ACCIDENT INSURANCE Co. 

UNITED STATES CASUALTY Co. 

CANADIAN SURETY Co. 

AMERICAN EMPLOYERS’ INSURANCE Co. 

THE EMPLOYERS’ LIABILITY ASSURANCE CORP., 
LTD. 

UNITED STATES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, 
Lp. 


AMENDMENT No. 4 To AGREEMENT 


Entered into as of the 1st day of January, 1944, by and between the Member 
Casualty and Associate Member Casualty Companies of United States Aircraft 
Insurance Group, the Member Casualty Companies of Canadian Aircraft Insur- 
ance Group and United States Aviation Underwriters, Incorporated, and its 
wholly owned subsidiary, Canadian Aviation Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it is 
agreed as follows: 

1. Effective as of Midnight May 18, 1953, Section 3 of Paragraph B of Article II, 
as amended by Paragraph 2 of Amendment No. 3, is deleted and the following 
substituted in lieu thereof : 


“3. Aviation Accident Insurance 


“Death or injuries of the insured under policies restricted to the hazards of 
aviation. (Exclusive Authority)” 


33077—_59——18 
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2. Effective as of Midnight June 30, 1953, Section 9 of Paragraph B of Article II 
is deleted and the following substituted in lieu thereof: 


“9. Comprehensive Liability for the Aviation Industry 


“Comprehensive liability coverages, including the automobile hazard, for— 

“(a) Insureds, other than manufacturers, engaged principally in the aviation 
industry. (Exclusive Authority) 

“(b) Manufacturers engaged principally in the aviation industry. (Non- 
Exclusive Authority)” 

In witness whereof, the parties hereto have caused these presents to be executed 
by their duly authorized officers as of Midnight December 31, 1953. 


AETNA CASUALTY & SURETY Co. 

CENTURY INDEMNITY Co. 

HARTFORD ACCIDENT & INDEMNITY Co. 

MARYLAND CASUALTY Co. 

New AMSTERDAM CASUALTY Co. 

Unrtep STates Fiverity & GUARANTY Co. 

THE TRAVELERS INSURANCE Co. 

THE TRAVELERS INDEMNITY Co. 

AMERICAN SURETY COMPANY OF NEW YORK 

MASSACHUSETTS BONDING & INSURANCE Co. 

STANDARD ACCIDENT INSURANCE Co. 

UNITED STATES CASUALTY Co. 

CANADIAN Surety Co. 

AMERICAN EMPLOYERS’ INSURANCE Co. 

THE EMPLOYERS’ LIABILITY ASSURANCE CoORP., 
Lp. 

UnItTep STATES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, 

LTD. 


AMENDMENT No. 5 TO AGREEMENT 


Entered into as of the Ist day of January 1944, by and between the Member 
Casualty and Associate Member Casualty Companies of United States Aircraft 
Insurance Group, the Member Casualty Companies of Canadian Aircraft Insur- 
ance Group and United States Aviation Underwriters, Incorporated, and its 
wholly owned subsidiary, Canadian Aviation Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it 
is agreed as follows: 

1. Effective as of midnight, December 8, 1954, Section 4 of Paragraph B of 
Article II is deleted and the following substituted in lieu thereof: 

“4. Workmen’s Compensation and Employers’ Liability 

“(a) For employers, other than manufacturers, engaged principally in the 
aviation industry. (Exclusive authority.) 

“(b) For manufacturers engaged principally in the aviation industry. The 
authority of the Managers and CAIM shall be limited to reinsuring the flight 
hazard under any risk written by any Member which, at its option, is offered 
to the Managers or CAIM for reinsurance. 

“(c) For employers not engaged principally in the aviation industry but who 
own or operate for their own business or pleasure one or more aircraft or whose 
employees are subject to substantial aviation hazards. The authority of the 
Managers and CAIM with respect to this coverage shall not be exclusive: Mem- 
bers or Associate Casualty Companies may also write such coverage through 
usual branch office or agency channels.” 

2. Effective as of midnight, December 31, 1954, the Home Indemnity Company 
became a Member of both USAIG and CAIG. 

3. Paragraph A of Article IV is amended by adding the following paragraph: 

“4. The participations of Members in all new and renewal business, the effec- 
tive date of which is after midnight, December 31, 1954, and in the unexpired 
portions after the respective anniversary dates next succeeding December 31, 
1954, of policies and contracts written for a term longer than one year and 
which became effective prior to said date, shall be as follows: 









THE INSURANCE INDUSTRY 


Aetna Casualty and Surety Co 

American Employers’ Insurance Co 
American Surety Company of New York 
Century Indemnity Co 

Employers’ Liability Assurance Corp., Ltd 
Hartford Accident & Indemnity Co 

The Home Indemnity Co 

Maryland Casualty Co 

Massachusetts Bonding & Insurance Co 
New Amsterdam Casualty Co 

Standard Accident Insurance Co 

The Travelers Insurance Co., The Travelers Indemnity Co. (together) ~__ 
United States Casualty Co 

United States Fidelity & Guaranty Co 


Participations of Members in reinsurance effected for their benefit shall be in 

the same proportions as the participations of Members in the basic obligation.” 
In witness whereof, the parties hereto have caused these presents to be exe- 

euted by their duly authorized officers as of midnight, December 31, 1954. 


AETNA CASUALTY & SURETY Co. 

CENTURY INDEMNITY CO. 

HARTFORD ACCIDENT & INDEMNITY Co. 

MARYLAND CASUALTY Co. 

NEw AMSTERDAM CASUALTY Co. 

UNITED STATES Fipetity & GUARANTY Co. 

THE TRAVELERS INSURANCE Co. 

THE TRAVELERS INDEMNITY Co. 

AMERICAN SURETY COMPANY OF NEW YORK 

MASSACHUSETTS BONDING & INSURANCE Co. 

STANDARD ACCIDENT INSURANCE Co. 

UNITED STATES CASUALTY Co. 

CANADIAN SURETY Co. 

AMERICAN EMPLOYERS’ INSURANCE Co. 

THE EMPLOYERS’ LIABILITY ASSURANCE CorP., 
Lp. 

THE HoME INDEMNITy Co. 

UNITED STATES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, 
LtTp. 


AMENDMENT No. 6 TO AGREEMENT 


Entered into as of the 1st day of January 1944, by and between the Member 
Casualty and Associate Member Casualty Companies of United States Aircraft 
Insurance Group, the Member Casualty Companies of Canadian Aircraft Insur- 
ance Group and United States Aviation Underwriters, Incorporated, and its 
wholly owned subsidiary, Canadian Aviation Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it is 
agreed as follows: 

1. Effective as of midnight, April 13, 1955: 

(a) Aetna Insurance Company became a Member of both USAIG and CAIG. 
For all purposes of this Agreement all new and renewal business the effective 
date of which is prior to January 1, 1956, to the extent that Aetna Insurance 
Company is obligated thereunder, shall be considered business written in the 
name of The Century Indemnity Company. For all purposes of this Agreement 
all new and renewal business, the effective date of which is after midnight, 
December 31, 1955, and the unexpired portions after the respective anniversary 
dates next succeeeding December 31, 1955, of policies and contracts written for a 
term longer than one year and which became effective prior to said date, to the 
extent that The Century Indemnity Company is obligated thereunder, shall be 
considered business written in the name of Aetna Insurance Company. 

(b) Article V is amended by adding thereto a new paragraph lettered “D” 
and reading as follows: 
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“D>. ONE MEMBER FOR AETNA INSURANCE COMPANY AND THE CENTURY INDEMNITY 
COMPANY 


“For all purposes of this Article V and for all purposes requiring action by 
the Members under this Agreement, Aetna Insurance Company and The Century 
Indemnity Company, together, shall be considered as a single Member and shall 
be represented at meetings of the Advisory Council by one person authorized 
to act for both.” 

2. Effective as of midnight, December 31, 1955: 

(a) The Royal Exchange Assurance became a Member of both USAIG and 
CAIG. 

(b) Car and General Insurance Corporation, Limited, became an Associate 
Casualty Company. 

(c) Fidelity and Guaranty Insurance Underwriters, Inc., became an Associate 
Casualty. Company. 

(d) Paragraph D of Article IV is deleted and the following substituted in lieu 
thereof : 

‘DP. ASSOCIATE CASUALTY COMPANIES 


“For the purposes of this Agreement, all business, to the extent that any of the 
Associate Casualty Companies is obligated thereunder, shall be considered busi- 
ness issued in the name of American Surety Company of New York, as to Canadian 
Surety Company ;,The Royal Exchange Assurance, as to Car and General Insur- 
ance Corporation, Limited; United States Fidelity & Guaranty Company, as to 
Fidelity and Guaranty Insurance Underwriters, Inc., to all intents and purposes 
as if such business had in fact been issued in their respective names.” 

3. Paragraph D of Article VILI is deleted and the following substituted in lieu 
thereof effective as of January 1, 1944: 


“D. PREMIUMS TO BE HELD IN TRUST 


“The Managers will hold all premiums collected by them, less commissions and 
managerial allowances thereon due the Managers, for the Members in trust until 
payment shall have been duly made as aforesaid, and will so hold until duly paid 
over to the Members, all other monies received by them for account of Members. 
The Managers shall not be required to deposit said funds held in trust in separate 
bank accounts apart from other funds in the business of the Managers, and failure 
to segregate such funds shall not constitute a waiver of this trust provision or 
be construed to nullify it.” 

4. Paragraph A of Article IV is amended by adding the following paragraph: 

“5. The participations of Members in all new and renewal business, the effective 
date of which is after midnight, December 31, 1955, and in the unexpired por- 
tions after the respective anniversary dates next succeeding December 31, 1955, 
of policies and contracts written for a term longer than one year and which 
became effective prior to said date, shall be as follows: 

Percent 
Aetna Casualty & Surety Co 
al Na antl eens pment anboaumanamenehene 
American Employers’ Insurance Co 
American Surety Company of New York 
The Century Indemnity Co 
The Employers’ Liability Assurance Corp., Ltd 
Hartford Accident & Indemnity Co 
The Home Indemnity Co 
Maryland Casualty Co 
Massachusetts Bonding & Insurance Co 
New Amsterdam Casualty Co 
The Royal Exchange Assurance 
Standard Accident Insurance Co 
The Travelers Insurance Co., the Travelers Indemnity Co. (together) ____ 
United States Casualty Co 
United States Fidelity & Guaranty Co 


Participations of Members in reinsurance effected for their benefit shall be in the 
same proportions as the participations of Members in the basic obligation.” 
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In witness whereof, the parties hereto have caused these presents to be executed 
by their duly authorized officers as of midnight, December 31, 1955. 


AETNA CASUALTY & SURETY Co. 

AETNA INSURANCE Co. 

AMERICAN EMPLOYERS’ INSURANCE Co. 

AMERICAN SuRETY COMPANY OF NEW YORK 

CAR AND GENERAL INSURANCE Corp., Lip. 

THE CENTURY INDEMNITY Co. 

THE EMPLOYERS’ LIABILITY ASSURANCE CoRP., 
LTD. 

Fipetitry & GUARANTY INSURANCE UNDER- 
WRITERS, INC. 

HARTFORD ACCIDENT & INDEMNITY Co. 

THe HoME INDEMNITY Co. 

MARYLAND CASUALTY Co. 

MASSACHUSETTS BonpiInG & INSURANCE Co. 

NEW AMSTERDAM CASUALTY Co. 

THE ROYAL EXCHANGE ASSURANCE 

STANDARD ACCIDENT INSURANCE Co. 

THE TRAVELERS INDEMNITY Co. 

THE TRAVELERS INSURANCE Co. 

UNITED STATES CASUALTY Co. 

UNITED STATES Fipetitry & GUARANTY Co. 

CANADIAN SURETY Co. 

UnNItTep STATES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, 
LTp. 


AMENDMENT No. 7 TO AGREEMENT 


Entered into as of the Ist day of January, 1944 by and between the Member 
Casuaity and Associate Member Casualty Companies of United States Aircraft 
Insurance Group, the Member Casualty Companies of Canadian Aircraft Insur- 
ance Group and United States Aviation Underwriters, Incorporated, and its 
wholly owned subsidiary, Canadian Aviation Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it 
is agreed as follows: 

1. Effective as of Midnight, December 31, 1956— 

(a) Great American Indemnity Company became a Member of both 
USAIG and CAIG. 

(b) St. Paul Fire and Marine Insurance Company became a Member of 
both USAIG and CAIG. 

2. Paragraph A of Article IV is amended by adding the following paragraph: 

“6. The participations of Members in all new and renewal business, the effective 
date of which is after Midnight, December 31, 1956, and in the unexpired portions 
after the respective anniversary dates next succeeding December 31, 1956 of 
policies and contracts written for a term longer than one year and which became 
effective prior to said date, shall be as follows: 

Percent 
“Aetna Casualty & Surety Co 4. 640 
Aetna Insurance Co . 970 
American Employers’ Insurance Co 3. 485 
American Surety Company of New York y 9. 280 
The Century Indemnity Co 
The Employers’ Liability Assurance Corp., Ltd 
Great American Indemnity Co 
Hartford Accident & Indemnity Co 
The Home Indemnity Co 
Maryland Casualty Co 
Massachusetts Bonding & Insurance Co : 
mew Amsterdam Caswhlity Oe) = 222 od ae 
The Royal Exchange Assurance 
St. Paul Fire & Marine Insurance Co 
Standard Accident Insurance Co 
The Travelers Indemnity Co., The Travelers Insurance Co. (together) —_ 
United States Casualty Co 
United States Fidelity & Guaranty Co 
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“Participations of Members in reinsurance effected for their benefit shall be 
in the same proportions as the participations of Members in the basic obligation,” 

In witness whereof, the parties hereto have caused these presents to be executed 
by their duly authorized officers as of Midnight, December 31, 1956. 


AETNA CASUALTY & SURETY Co. 

AETNA INSURANCE Co. 

AMERICAN EMPLOYERS’ INSURANCE Co. 

AMERICAN SURETY COMPANY OF NEW YORK 

Car & GENERAL INSURANCE CorpP., LTD. 

THE CENTURY INDEMNITY Co. 

THE EMPLOYERS’ LIABILITY ASSURANCE CorRP., 
Lrp. 

Fivetiry & GUARANTY INSURANCE UNDER- 
WRITERS, INC. 

GREAT AMERICAN INDEMNITY Co. 

HartTrorp ACCIDENT & INDEMNITY Co. 

Tue HoME INDEMNITY Co. 

MARYLAND CASUALTY Co. 

MASSACHUSETTS BonpING & INSURANCE Co. 

New AMSTERDAM CASUALTY Co. 

THE Royal ExcHANGE ASSURANCE 

St. PAuL Fire & MARINE INSURANCE Co. 

STANDARD ACCIDENT INSURANCE Co. 

THE TRAVELERS INDEMNITY Co. 

THE TRAVELERS INSURANCE Co. 

UNITED STATES CASUALTY Co. 

UNITED STAtTEs Fipetiry & GUARANTY Co. 

CANADIAN SuRETy Co. 

UNITED STATES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, 
Lip. 


AMENDMENT No. 8 TO AGREEMENT 


Entered into as of the Ist day of January 1944, by and between the Member 
Casualty and Associate Member Casualty Companies of United States Aircraft 
Insurance Group, the Member Casualty Companies of Canadian Aircraft Insur- 
ance Group and United States Aviation Underwriters, Incorporated, and its 
wholly owned subsidiary, Canadian Aviation Insurance Managers, Ltd. 
In consideration of the mutual covenants and promises herein contained, it 
is agreed as follows: 
1. Effective as of midnight, December 31, 1957— 
(a) The following became Members of both USAIG and CAIG: 
Agricultural Insurance Company. 
Boston Insurance Company. 
The Camden Fire Insurance Association. 
The North River Insurance Company. 
Pacific Insurance Company of New York. 
The Phoenix Insurance Company. 
Providence Washington Insurance Company. 
Reliance Insurance Company. 
Springfield Fire & Marine Insurance Company. 
United States Fire Insurance Company. 
Westchester Fire Insurance Company. 
Zurich Insurance Company. 
(b) Empire State Insurance Company became an Associate Casualty Company. 
(c) Old Colony Insurance Company became an Associate Casualty Company. 
(d) Paragraph D of Article IV, as amended by Item (d) of Paragraph 2 of 
Amendment No. 6 is deleted and the following substituted in lieu thereof: 


“D. ASSOCIATE CASUALTY COMPANIES 


“For all purposes of this Agreement, all business, to the extent that any of 
the Associate Casualty Companies is obligated thereunder, shall be considered 
business issued in the name of Agricultural Insurance Company, as tu Empire 
State Insurance Company; American Surety Company of New York, as to 
Canadian Surety Company; Boston Insurance Company, as to Old Colony In- 
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surance Company, The Royal Exchange Assurance, as to Car and General In- 
surance Corporation, Limited; United States Fidelity & Guaranty. Company, as 
to Fidelity and Guaranty Insurance Underwriters, Inc., to all intents and pur- 
poses as if such business had in fact been issued in their respective names.” 

(e) Section 9 of Paragraph B of Article II, as amended by Paragraph 2 of 
Amendment No. 4, is deleted and the following substituted in lieu thereof: 


“9, General Liability for the Aviation Industry 


“General Liability coverages for— 
“(a) Insureds, other than manufacturers, engaged principally in the avia- 
tion industry. (Exclusive authority.) 
“(b) Manufacturers engaged principally in the aviation industry. (Non- 
exclusive authority.)” 
(f) Paragraph B of Article II is amended by adding the following section: 


“10. Automobile Liability and Physical Damage for the Aviation Industry 


“Automobile Liability and Physical Damage coverages for insureds engaged 
principally in the aviation industry. (Nonexclusive authority.)” 

2. Paragraph A of Article IV is amended by adding the following paragraph: 

“7. The participations of Members in all new and renewal business, the effective 
date of which is after midnight, December 31, 1957, and in the unexpired por- 
tions after the respective anniversary dates next succeeding December 31, 1957, 
of policies and contracts written for a term longer than one year and which 
became effective prior to said date, shall be as follows: 


The Aetna Casualty & Surety Co 

Aetna Insurance Co 

Agricultural Insurance Co 

American Employers’ Insurance Co 

American Surety Company of New York 

Boston Insurance Co 

The Camden Fire Insurance Association_____-__._.---~--.------------ 
The Century Indemnity Co 

The Employers’ Liability Assurance Corp., Ltd 

Great American Indemnity Co 

Ee Ra ge a Gl SE a LS ee SR 
The Home Indemnity Co 

Maryland Casualty Co 

Massachusetts Bonding & Insurance Co__..-......................... 
New Amsterdam Casualty Co 

The North River Insurance Co 

Pacific Insurance Company of New York 

The Phoenix Insurance Co 

Providence Washington Insurance Co..............................- sit 
Reliance Insurance Co 

The Royal Exchange Assurance 

St. Paul Fire & Marine Insurance Co 

Springtield Fire & Marine Insurance Co 

Standard Accident Insurance Co 

The Travelers Indemnity Co., the Travelers Insurance Co. (together) ~~~ 
United States Fire Insurance Co 

United States Casualty Co 

United States Fidelity & Guaranty Co 

Westchester Fire Insurance Co 

Zurich Insurance Co 


Participations of Members in reinsurance effected for their benefit shall be in 
the same proportions as the participations of Members in the basic obligation.” 













274 THE INSURANCE INDUSTRY 






In witness whereof, the parties hereto have caused these presents to be exe- 
cuted by their duly authorized officers as of midnight, December 31, 1957. 


Tue Aerna Casuatty & Surety Co. 

AETNA INSURANCE Co. 

AGRICULTURAL INSURANCE Co. 

AMERICAN EMPLOYERS’ INSURANCE Co. 

AMERICAN SURETY COMPANY OF NEW YORK 

BosTon INSURANCE Co. 

THE CAMDEN FIRE INSURANCE ASSOCIATION 

CAR AND GENERAL INSURANCE Corp., LTp. 

THE CENTURY INDEMNITY Co. 

EMPIre STATE INSURANCE Co. 

THE EMPLOYERS’ LIABILITY ASSURANCE Corp., 
LTp. 

Fipenity & GUARANTY INSURANCE UNDER- 
WRITERS, INC. 

GREAT AMERICAN INDEMNITY Co. 

HARTFORD ACCIDENT & INDEMNITY Co. 

Tue HomME INDEMNITY Co. 

MARYLAND CASUALTY CoO. 

MASSACHUSETTS BONDING & INSURANCE Co. 

NEW AMSTERDAM CASUALTY Co. 

THE NorTH River INSURANCE Co. 

OLD COLONY INSURANCE Co. 

PACIFIC INSURANCE COMPANY OF NEW YORK 

THE PHOENIX INSURANCE Co. 

PROVIDENCE WASHINGTON INSURANCE Co. 

RELIANCE INSURANCE Co. 

THE ROYAL BxcHANGE ASSURANCE 

St. Pau. Fire & MARINE INSURANCE Co. 

SPRINGFIELD FIRE & MARINE INSURANCE Co. 

STANDARD ACCIDENT INSURANCE Co. 

THE TRAVELERS INDEMNITY Co. 

THE TRAVELERS INSURANCE Co. 

UNITED STATES FIRE INSURANCE Co. 

UNITED STATES CASUALTY Co. 

UNITED STATES FIpELITY & GUARANTY 

WESTCHESTER FIRE INSURANCE Co. 

ZURICH INSURANCE Co. 

CANADIAN Surety Co. 

UNITED STATES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, 

Lip. 


AGREEMENT 


Entered into as of the 1st day of January, 1954, by and between Aetna Insurance 
Company, Agricultural Insurance Company, The Automobile Insurance Com- 
pany, Boston Insurance Company, The Camden Fire Insurance Association, The 
Employers’ Fire Insurance Company, The Employers’ Liability Assurance Cor- 
poration, Limited, Fire Association of Philadelphia, Hartford Fire Insurance 
Company, National Union Fire Insurance Company, New Hampshire Fire In- 
surance Company, The North River Insurance Company, Pacific Fire Insurance 
Company, The Phoenix Insurance Company, Providence Washington Insurance 
Company, St. Paul Fire and Marine Insurance Company, Springfield Fire & 
Marine Insurance Company, The Travelers Fire Insurance Company, United 
States Fidelity and Guaranty Company, United States Fire Insurance Company 
and Westchester Fire Insurance Company, as members of the United States Air- 
craft Insurance Group and, except Westchester Fire Insurance Company, of the 
Canadian Aircraft Insurance Group (hereinafter called, respectively, “USAIG” 
and “CAIG”), British American Assurance Company and Western Assurance 
Company, as members of CAIG (all of said companies being hereinafter called 
“Members’’), United States Aviation Underwriters, Incorporated, a New York 
corporation (hereinafter called the “Managers’’), and Canadian Aviation Insur- 
ance Managers, Ltd., a wholly owned subsidiary of the Managers (hereinafter 
called “CAIM”). 
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Witnesseth: In consideration of the mutual covenants herein contained and 
of the mutual advantages and benefits accruing to the parties hereto, and for 
other good and valuable considerations, the Members do hereby covenant and 
agree wich each other and with the Managers and CAIM, and the Managers and 
CAIM do hereby covenant and agree with the Members, as follows: 


ARTICLE I. APPOINTMENT OF AGENTS AND CLASSES OF INSURANCE AUTHORIZED 
A. APPOINTMENT OF AGENTS 


The members do hereby appoint the Managers to be their sole agent outside of 
Canada and CAIM their sole agent for Canada for the binding and writing of 
insurance and reinsurance, at rates to be determined by the Managers or CAIM, 
as the ease may be, for the classes of insurance authorized in paragraphs 1 to 3 of 
Section B of this Article. 


B. CLASSES OF INSURANCE AUTHORIZED 


1. Hull insurance 


Insurance covering physical loss of or damage to or loss of use of aircraft and 
such other forms of coverage related to said losses or damage as may from time 
to time be devised to-meet the requirements of aircraft owners or operators. 


2. Personal effects and baggage insurance 


Insurance covering the legal liability of aircraft owners or operators for loss of 
or damage to personal effects or baggage of passengers in aircraft and/or during 
incidental transportation to and from airports by other conveyances. 


$. Hangarkeepers’ or other bailees’ liability 


Insurance covering the legal liability of owners or operators of airports, 
hangars or other aircraft facilities for loss of or damage to aircraft or other 
property while in their care or custody. 

No Member or Associate Member will insure or reinsure any risk mentioned 
or described in paragraphs 1 to 3 above except through the Managers or CAIM in 
accordance with this Agreement. 


4. Aircraft Spare Parts 


Transportation floaters or endorsements to aircraft hull policies covering air- 
craft spare parts, spare engines and other necessary and customary spare parts. 
5. Freight and Cargo Liability Insurance 

Insurance covering the legal liability of foreign aircraft owners or operators 
for loss of or damage to merchandise or other cargo in their control or custody. 

The authority of the Managers and CAIM with respect to any risk mentioned 
or described in paragraphs 4 and 5 above shall not be exclusive: Members and 
Associate Members may also write such risks through usual branch office or 
agency channels. 

Note A.—It is not the intent of this Agreement to include insurance covering 
aircraft during original assembly by the airframe manufacturers. 

Note B.—It is also not the intent of the Agreement to include Marine or Trans- 
portation policies covering shipments of aircraft or aircraft spare parts, except 
insofar as such coverage is normally provided in an Aircraft Hull Policy. 

Note C.—Members of USAIG under this Agreement shall accept as reinsurance 
one-hundred per cent (100%) of all liability of Casualty Members of the USAIG 
and CAIG under Hangarkeepers’ Liability policies effected by the Managers or 
CAIM. 

ARTICLE IT. Apvisory COUNCIL 


A. Each Member shall appoint one representative to an Advisory Council to 
be known as the “Advisory Council.” The underwriting and the administration 
of the affairs of the Group by the Managers and CAIM shall be subject at all 
times to review of the Advisory Council, which shall also review the experience 
of the business at regular intervals for the purpose of directing the Managers 
and CAIM in the further conduct of the business. The Members reserve the 
right, through the Advisory Council, to instruct the Managers and CAIM to 
refuse or cancel any risk, and the decision of the Advisory Council upon such 
matters shall be final. 

B. If any dispute shall arise between any of the Members with respect to any 
transactions arising from this Agreement, it shall be referred to the Advisory 
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Council, and the Council’s majority vote shall constitute the final decision, which 
shall be binding upon all parties concerned. 

C. One Member for Employers’ Companies: For all purposes of this Article 
II and forall purposes requiring action under this Agreement, The Employers’ 
Fire Insurance Company and The Employers’ Liability Assurance Corporation, 
Limited, together, shall be considered as a single Member and shall be repre- 
sented at meetings of the Advisory Council by one person authorized to act for 
both. 

ARTICLE III. PARTICIPATIONS OF MEMBERS AND REINSURANCE 






A. Participations of Members: Each Member shall have a fixed percentage 
share in all contracts of insurance or reinsurance (assumed or ceded) coming 
within the scope of this Agreement, and a like share in the premiums received 
or paid therefor and in all losses and expenses provided for herein. The par- 
ticipations of Members shall be at the inception of this Agreement as follows: 

































USAIG CAIG 

business business 
Percent Percent 
Nee ee: 7.10 7.10 
IT IID Oc un cctermsiceoitapeea aie. tabhTe Gt oth dats. 3. 90 3.90 
ae Reena meen Oe. ee 2 5. 30 5.30 
Pees en ed 3) 6 ss LL i ca sien cee 7.10 7.10 
III ONS i ciincnhnie acd bthiwadiiateedebine pmooneed incest 1.18 
The Camden Fire Insurance Association...............--..---.-.----.---__-- 3.90 | 3.90 
The Employers’ Fire Insurance Co__- Ree Bee Brace NSE 3. 55 3. 55 
The Employers’ Liability Assurance Corp., ae ea ee ee 3. 55 3. 55 
Fire Association of Philadelphia____- ae ee eee eee ty 5. 30 5. 30 
Hartford Fire Insurance Co... .__- name a ~ 7.80 7.80 
ee ee ee CD, a enn cn cubaeetakucebp ong cama 3.90 3.90 
New Hampshire Fire Insurance Co___..._.......------- 3 3. 90 3.90 
ee vy Mr IO eM ES rs 2. 37 2.37 
I eh cute Bh weph aciv ean 3. 90 3.90 
The Phoenix Insurance Co_______ eh eal . ~ 7.10 7.10 
Providence Washington ameineetl cee Sree Fore 2 as Te ke. 3. 90 3. 90 
me. Paul Fire & Marine Tosurance Co._.......... 2-2 chembamossccbince 7. 80 7.80 
Springfield Fire & Marine Insurance Co____.........-...---.-------2 eee 5. 30 5. 30 
moos rrr ee eee te 5. 70 5.70 
OS ESS 2 eae ae 3. 90 3.90 
EEE eee eee 2. 37 2.37 
ener ems O0 5 oe sos nad coe. cst os 2. 36 


‘Western Assurance Co 


B. ALTERATIONS OF PARTICIPATIONS 


The participations of Members may be altered from time to time by the Man- 
agers with the consent of the Members, provided such alterations in participa- 
tions have been approved by the Advisory Council and confirmed by the Managers 
in writing to the representatives of members of the said Council. 










C. WESTCHESTER FIRE INSURANCE COMPANY 


The Westchester Fire Insurance Company shall not be a member of CAIG and 
will not, by virtue of this Agreement, participate in business written for account 
of the Members by CAIM and shall have no rights and no obligations, by virtue 
of this Agreement, in respect of such business, or in any premiums received or 
payable or losses incurred from business written by CAIM. 










D. BRITISH AMERICA ASSU 





RANCE COMPANY AND WESTERN ASSURANCE COMPANY 


The British America Assurance Company and Western Assurance Company 
shall not be members of USAIG and will not participate in business written for 
account of the Members by USAIG and shall have no rights and no obligations 
in respect of such business or in any premiums received or payable or losses 
incurred from business written by USAIG. 










E. REINSURANCE CEDED 
1. Share Reinsurance 


The Managers will endeavor to effect and maintain share reinsurance for the 
benefit of the Members jointly, or jointly and severally, on a fixed percentage 
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participation basis, reinsuring Members under all contracts of insurance or rein- 
surance assumed, issued by the Managers or CAIM hereunder, reinsurance pre- 
miums therefor, less commissions other than profit sharing commissions, to be 
paid by Members according to their percentage participations in such reinsurance, 
provided, however, that reinsurance assumed from any share reinsurer of USAIG 
or CAIG shall be reinsured only if and when the Managers may deem it advisable. 


2. Share and Excess Reinsurance 


The Managers are empowered to arrange from time to time at their discretion 
share and excess reinsurance running to the benefit of the Members or the Mem- 
bers and their share reinsurers, the premium therefor to be borne by and the 
benefits thereof to be shared by the interests concerned, according to their cur- 
rent participations. 

3. If any reinsurance for account of the Members. becomes uncollectible for any 
reason, the amount thereof shall be borne by the Members, to the extent to which 
they stood to benefit had such reinsurance been collected. 


ARTICLE IV. ASSOCIATE MEMBERS 


A. Members of USAIG who own or control other fire insurance companies may, 
upon request to the Managers and acceptance by them, have such companies 
recognized as Associate Members, in which event the Managers may issue policies 
in the name of any such Associate Members. Such Associate Members, however, 
shall have no participation in USAIG nor right or liability under this Agreement. 
For all purposes of this Agreement, any policy issued in the name of any Associate 
Member shall be deemed the policy of the Member Company sponsoring such 
Associate Member, and all the rights and liabilities of the Members and Managers 
in connection with any such policy shall be the same as if such policy had been 
issued in the name of such sponsoring Member. The Associate Members which 
have been recognized by the Managers in compliance with the provisions of this 
Article and the names of the sponsoring Members are as indicated below: 





Associate member Sponsoring member 











Atlantic Fire Insurance Co-..-.-..-- 

—. & Shippers Insurance Company of New 
Yor 

Speetagham Fire Insurance Company of Pennsyl- 
vania. 


The Phoenix Insurance Co. 
Pacific Fire Insurance Co, 


National Union Fire Insurance Co. 


The Central States Fire Insurance Co_....-........-- The Phoenix Insurance Co. 

The Charter Okak Fire Insurance Co____---..-..---- The Travelers Fire Insurance Co. 
Citizens Insurance Company of New Jersey-..-------- Hartford Fire Insurance Co, 

The Connecticut Fire Insurance Co__......-.-------- The Phoenix Insurance Co. 
Empire State Insurance Co. - --_-- -.--.-------.--| Agricultural Insurance Co. 
Equitable Fire & Marine Insurance Co_.-_------ The Phoenix Insurance Co. 


The Granite State Fire Insurance Co.._.......---..-- New Hampshire Fire Insurance Co. 
Jersey Insurance Company of New York----- .| Pacific Fire Insurance Co. 

Mercury Insurance Co- --- hawaies St. Paul Fire & Marine Insurance Co. 
Michigan Fire & Marine Insurance Co-._-- Springfield Fire & Marine Insurance Co. 
Minneapolis Fire & Marine Insurance Co-.. The Phoenix Insurance Co. 

New England Insurance Co-.-....---.-.----- Springfield Fire & Marine Insurance Co. 
New York Underwriters Insurance Co--.-- Hartford Fire Insurance Co. 
Northwestern Fire & Marine Insurance Co-.. 0. 

Old Colony Insurance Co-_---- ; Boston Insurance Co. 

Reliance Insurance Company of Philadelphia _- Fire Association of Philadelphia. 
Southern Fire Insurance Co...-.....---.-.----------- 

The Standard Fire Insurance Co-___._-......------.-- The Automobile Insurance Co. 
Standard Insurance Company of New York-..----- Aetna Insurance Co. 

Twin City Fire Insurance Co.-.-.-..............----... Hartford Fire Insurance Co. 
World Fire & Marine Insurance Co__..--.---.-------- Aetna Insurance Co. 





B. Southern Fire Insurance Company is included as an Associate Member of 
USAIG, and the Managers may issue policies in the name of such Associate 
Member. Such Associate Member, however, shall have no participation in USAIG 
nor right or-_liability under this Agreement, except that the Members shall accept 
as reinsurance of such Associate Member one hundred per cent (100%) of all 
liability of such Associate Member under all policies issued in its name at original 
rates of premium and shall reimburse it for all premium taxes paid by it in 
respect to such policies. 

If such Associate Member be proceeded against as insolvent or be placed in 
liquidation, receivership or rehabilitation, it shall immediately cease to be an 


} 
| 
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Associate Member and shall be deemed a “Defauking Associate Member”. In any 
such event the Members may directly assume the liability of such Defaulting 
Associate Member under any policy issued by the Managers in its name, and the 
payment of such liability to the holder of the policy shall relieve the Members 
of ali obligations to the Defaulting Associate Member as reinsurers thereof. 

The Managers shall render all necessary premium and loss accounts to such 
Associate Member and to the Members in such form as may be required from 
time to time to permit them properly to record in their books all transactions in 
which such Associate Member is involved. 


ARTICLE V. ISSUANCE OF POLICIES, ADJUSTMENTS OF LOSSES AND STATEMENTS OF 
Losses AND Loss ExPENSES 


A. ISSUANCE OF POLICIES 


Policies of insurance or reinsurance shall be issued by the Managers or CAIM 
in the name of any Member or Members and/or Associate Member or Members 
at the discretion of the Managers or CAIM; the exercise of this discretionary 
power on the part of the Managers or CAIM shal in no case vary the liability 
of Members to each other as provided herein. 


B. LOSSES AND LOSS EXPENSES 


The Managers and CAIM have sole authority to investigate, adjust and pay 
claims filed for losses under policies issued, and their adjustments of losses shall 
be binding upon the Members and Associate Members both as to the extent of 
loss and as to the liability, the Members agreeing to pay their proportion of all 
losses as settled by the Managers or CAIM. 

The Managers will furnish the Members of USAIG with a monthly summary 
statement, except for December, of losses and loss expenses paid in the handling 
of claims, and a monthly summary statement of reserves established for losses 
incurred. The Managers will include as reserves in the summary statement of 
reserves established for losses incurred as of December 31st all losses and loss 
expenses paid in the handling of claims for the month of December. 

CAIM will furnish the Members of CAIG, on or about the 10th day of March, 
June, September and December, with a quarterly summary statement of losses 
and loss expenses paid in the handling of claims, as well as a quarterly summary 
statement of reserves established for losses incurred. 

In the event of the settlement of any large loss or series of losses, the 
Managers or CAIM shall have the right either to call upon Members for their 
respective liabilities thereunder, without awaiting the preparation and rendi- 
tion of the regular monthly or quarterly summary statement of losses and loss 
expenses paid, or to furnish the Members with an interim statement of losses 
and loss expenses paid. 

Such monthly, quarterly or interim summary statements of losses and loss 
expenses paid shall show the distribution among the Members of their liability 
therefore, according to their respective percentage participations, and sight 
drafts shall be drawn on Members of USAIG for such liability, provided, how- 
ever, that the Managers, at the request of any Member, will (unless instructed 
otherwise by the Advisory Council) merely render the statement to such Mem- 
ber, who shall promptly remit to the Managers any liability shown to be due 
thereon. The liability of Members of CAIG shall be handled as provided in 
section C of Article VII below. 

Foreign business shall be shown separately on all summary statements. 


C. PREMIUM TAXES PAID IN CANADA OR OTHER FOREIGN COUNTRY 


All amounts paid for premium taxes in Canada or any other foreign country 
by any Member or Associate Member of USAIG or CAIG on account of policies 
written by the Managers or CAIM shall be apportioned among the Members of 
USAIG or CAIG, as the case may be, in proportion to their participations. 


D. INCOME AND EXCESS PROFITS TAXES PAID TO CANADA OR OTHER FOREIGN COUNTRY 


The net amount of any additional Income or Excess Profits Taxes which any 
Member or Associate Member who is registered to do business in Canada or other 
foreign country may be required to pay on account of business ceded to the 
nonregistered Members, less (a) the amount of any reduction in its United 
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States or Canadian Income or Excess Profits Taxes resulting from credit for 
the amount of such additional Canadian or other foreign taxes paid, and (b) 
the amount of any reduction in such Canadian or other foreign taxes for any 
year on account of business ceded to nonregistered Members and not previously 
deducted, shall be deemed an expense of the business to be shared among all the 
Members in accordance with their respective participations in risks assumed 
during the year for which the additional tax is payable. 


ARTICLE VI. COMPENSATION TO MANAGERS AND CAIM 
A. DIRECT INSURANCE COMMISSIONS 


The Managers and CAIM will give their best efforts to the procuring and 
handling of business and to the prompt collection of all premiums. In con- 
sideration of and as compensation for all services so rendered by the Managers 
and GAIM, the Members will pay to the Managers and CAIM a commission 
of * * * per cent * * * on net premiums written (i. e., gross premiums written 
less return premiums). 

The Managers and CAIM will assume all expenses of operating their offices 
except the cost of printing policies, policy supplies, and bordereaux and ac- 
counting forms on which to make reports to Members and Associate Members. 
The cost of such printing and of losses and loss expenses, taxes on premiums and 
license and bureau fees shall be borne by Members according to their gross 
participations hereunder. 


B. REINSURANCE COMMISSIONS 


1. The Members will, in the case of foreign business, pay to the Managers on 
all reinsurance assumed, except as provided in paragraph 2 below, overwriting 
commissions in the percentages named below of the net reinsurance premiums 
(i. e., gross premiums written, less return premiums and less reinsurance com- 
missions, if any, allowed the insurer) : 

(a) * * * if theinsurer is a professional aviation insurer ; 

(b) * * * if the insurer is not a professional aviation insurer ; 
Provided, however, That the Managers may reduce the above percentages in 
cases in which they deem it to be in the mutual interest of the Members and the 
Managers todo so. 

2. The Members will pay to the Managers or CAIM on all reinsurance assumed 
from the United States or Canadian offices of insurers licensed in the United 
States or Canada, except as provided in paragraph 3 below, an overwriting com- 
mission of * * * of the net premiums written. 

3. The Members will pay to the Managers on all reinsurance of Hangarkeepers’ 
Liability insurance assumed from Casualty Members of the USAIG or CAIG a 
commission of * * * on net premiums written. 

4. Any profit sharing commission earned under share and/or excess reinsur- 
ance placed by the Managers or CAIM shall belong to the Managers or CAIM 
respectively. 

C. PROFIT SHARING COMMISSIONS 


In addition to the compensation set forth above, the Managers and CAIM 
shall be entitled to receive a contingent commission of * * * of the net profits 
to the Members on the business covered by this Agreement and the Agreement 
which it supersedes. The net profit or loss shall be determined annually as 
follows: 

Income 


1. Net premiums written during the current fiseal year, i. e., gross premiums 
less return premiums and less all reinsurance premiums, treaty or otherwise, 
effected by or at the request of the Managers and CAIM. 

2. The net unearned premium reserve as at the beginning of the current fiseal 
year. 

3. The net loss reserve, outstanding at the beginning of the current fiscal year. 


Outgo 


1. All commissions allowed (excluding the contingent commission provided 
for in this Article VI) on net premiums written, as defined in Item 1 of Income. 
2. Net losses paid during the current fiscal year, including loss expenses paid. 
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3. The net loss reserve, outstanding at the end of the current fiscal year. 

4, Expenses incurred by the Managers and CAIM and charged to the Members, 

5. * * * of net premiums, as defined in Item 1 of Income, to cover taxes, 
license fees, Underwriters Board expenses, Stamping Office expense, and home 
office overhead. 

6. The net unearned premium reserve at the end of the current fiscal year. 

Note.—Losses, both paid and outstanding, where referred to in this Agree 
ment are understood to be gross losses less salvages and less other amounts 
recovered or recoverable under reinsurances effected by or at the request of the 
Managers and CAIM. All reserves to be as established by the Managers and 
CAIM. 

The first computation shall be as of May 31, 1954, as to CAIG and as of June 30, 
1954, as to USAIG upon * * * of the aggregate net profits of the * * * fiscal 
years then terminated under this Agreement and the Agreement which it super- 
sedes, and subsequent computations shall be made as of said days of each year 
thereafter upon * * * of the aggregate net profits of the * * * fiscal years then 
terminated. 

The Managers and CAIM shall, within a reasonable time after the expiration 
of each fiscal year, make up the contingent commission account, and the amount 
shown to be due thereby (all premiums and all other indebtedness of the Man- 
agers and CAIM for such fiscal year having been paid to the Members, but not 
otherwise) shall be paid to the Managers and CAIM on November Ist of each 
year. 

Separate annual profit sharing commission statements shall be prepared cover- 
ing the results of the operations of the Managers and of CAIM and profit sharing 
commissions shall be payable to the Managers and CAIM respectively on the 
basis thereof; provided, however, that if either of such statements shall show 
a loss, the amount thereof (converted at the rate of exchange prevailing on the 
last day of the fiscal year) shall be deducted from any profit shown by the 
other statement and the profit sharing commissions reduced accordingly. All 
accounts relating to business accepted by CAIM shall be settled in Canadian 
dollars. 

ARTICLE VII. ACCOUNTING FOR PREMIUMS 


A. RECORDS OF PREMIUMS AND POLICIES 


The Managers and CAIM will keep a complete record of all policies issued 
by them on behalf of Members and will keep in proper and customary form the 
books of account showing all premiums collected by them for the Members, which 
shall at all times be subject to inspection and audit by the Members or their 
authorized representatives. 


B. PREMIUM STATEMENTS 


The Managers will furnish the Members of USAIG, on or about the 10th day 
of each month, with a monthly summary statement of all premiums and return 
premiums, except that the months of December and January shall be consolidated 
into one summary statement. 

CAIM will furnish the Members of CAIG, on or about the 10th day of March, 
June, September, and December, with a quarterly summary statement of all 
premiums and return premiums for the preceding quarter. 

Such summary statements shall show the participations of each Member 
and shall separately state all transactions from foreign business. 


C. PAYMENT OF PREMIUMS 


The Managers will, on the 15th day of the second succeeding month, pay to 
the Members of USAIG, in cash or in exchange on New York, the balance due 
the Members as shown by the aforesaid summary statement, whether by them 
collected or not, except that with respect to the consolidated December and 
January statement fifty per cent (50%) of the balance due the Members will 
be paid on the 15th day of March and the remaining fifty per cent (50%) on the 
15th day of April. 

CAIM will, at the time of rendering the aforesaid quarterly summary state 
ments, pay to the Members of CAIG in Canadian dollars the balances due thereon, 
whether by them collected or not, less any amounts due CAIM by Members, as 
shown by the summary statement of losses and loss expenses paid for the same 
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quarterly period. In the event that any Member’s share of losses and loss 
expenses paid exceeds the premium balance due such Member, the amount of 
such excess shall promptly be remitted to CAIM. 


D. CHARGE BACK OF PREMIUMS 


The Managers and CAIM may charge back to the Members as return pre- 
miums— 

(1) Premiums under policies not taken when the amounts of such pre- 
miums have been paid to the Members, provided the Managers and CAIM 
shall have acted promptly in effecting cancellation of such policies when 
premiums have not been paid to them. 

(2) Premiums on foreign business not paid by reason of currency or 
exchange embargoes, restrictions or controls or other governmental acts or 
war, revolution, insurrections or invasions. 


E. ACCOUNTING FOR REINSURANCE PREMIUMS AND REINSURANCE PREMIUM DEPOSITS 


1. The Managers will prepare monthly and/or quarterly, as may be required, 
statements of account covering transactions under share and/or excess reinsur- 
ance placed by them for account of the Members and shall endeavor to collect and, 
subject to the provisions of paragraph 2 below, pay over to Members and/or to 
reinsurers, as the case may be, current balances as they fall due for payment 
in accordance with reinsurance contracts involved. 

2. (a) Reinsurance Premium Deposits: The Managers may, upon terms and 
conditions approved by the Advisory Council or a committee appointed by it 
for the purpose, maintain reinsurance premiums received from foreign insurers 
as reinsurance premium reserves in foreign countries, and the obligations of the 
Managers set forth in section C of Article VII of this Agreement shall be deemed 
modified accordingly, all risks of loss with respect to any such reserves being 
assumed by the Members. 

(b) Payment to Reinsurers: The portion of premiums due reinsurers shall be 
paid reinsurers or deposited in special bank accounts as provided in said agree- 
ments with reinsurers, and the Managers and CAIM shall not be responsible 
for any failure, not due to the fault of the Managers or CAIM, of any such 


depositary to make proper payment of such funds due to insolvency or otherwise. 


F. TRUST FUNDS 


All aceounts collectible by, and all funds collected by, the Managers and 
CAIM shall constitute trust funds held by the Managers and CAIM for the 
benefit of all the Members of USAIG and CAIG respectively, subject to the 
accounting and disposition thereof in accordance with the terms of this Agree- 
ment. Said Managers and CAIM shall not be required to deposit said trust funds 
in separate bank accounts apart from other funds in the business of said Man- 
agers and CAIM, and failure to segregate such funds shall not constitute a waiver 
of this trust provision or be construed to nullify it. 


G. STATISTICAL REPORTS 


The Managers and CAIM will undertake to cooperate with Members in the 
preparation and filing of such statistical reports and experience statements in 
eonnection with the business contemplated hereunder, as may be required from 
time to time. 


H. MANAGERS’ GUARANTEE OF CAIM 


The Managers hereby guarantee all the obligations and liabilities of CAIM to 
the Members under this Agreement. 


ARTICLE VIII. PUBLICITY 


No Member or Associate Member shall conduct publicity campaigns for the 
advertisement of insurance contemplated hereunder other than by circulars or 
letters to its own agency force. Other publicity for such insurance on behalf of 
Members shall be conducted by the Managers and CAIM. 
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ARTICLE IX. RIGHT oF OFFSET AND LIEN 


A. OFFSET BY MANAGERS AND CAIM 


The Managers and CAIM are hereby authorized to deduct from and offset 
against any premiums or other moneys held by either of them for account of 
any Member all amounts owing to either of them from such Member, either on 
account of commissions, share of profits, expenses or on account of any trams? 
action arising under this Agreement. 





















B. LIEN ON AMOUNTS OWING 





Any amount at any time owing to any Member pursuant to or by reason of 
this Agreement by the Managers, CAIM or by any other Member, shall, after 
and subject to an offset of all mutual claims and demands under this Agreement 
then existing or thereafter arising, at all times be subject to a lien to the extent 
of any present or future liability of such Member to the other Members, the 
Managers, CAIM, or any of them, under this Agreement or under or by reason 
of any policy of insurance or reinsurance or any other contract entered into 
pursuant to this Agreement. 

Cc. NO WAIVER 


The failure er delay at any time or times of the Managers, CAIM or Members 
to exercise the rights and privileges given and granted under sections A and B 
above shall not be deemed to be a waiver of such rights and privileges. 


ARTICLE X. ADMISSION OF NEW MEMBERS, DISCONTINUANCE AND TERMINATION, 
RETIREMENT OF MEMBERS, AND DEFAULTING MEMBERS 


A. ADMISSION OF NEW MEMBERS 


1. New Members may be admitted to USIAG only upon the unanimous consent 
of all Members and the Managers. 

2. New Members may be admitted to CAIG only upon the unanimous consent 
of all Members of CAIG and CAIM. 











B. DISCONTINUANCE AND TERMINATION 


The Advisory Council may discontinue the writing of further business through 
USAIG or CAIG or both at any time, such discontinuance to become effective 
not less than ninety (90) days after mailing written notice to that effect to the 
Managers or to CAIM, as the case may be. The Managers or CAIM, or both, 
may discontinue the writing of further business by like notice to the Members of 
their respective groups. Upon any such discontinuance, the Members of such 
group shall liquidate their respective rights and liabilities among themselves in 
the following manner: 

1. The Advisory Council shall appoint a Liquidating Manager, who may be the 
Managers or CAIM, any one of the Members or a committee composed of two or 
more of the Members, or a third person, firm or corporation. Such liquidating 
Manager shall have the same rights as are given and the same duties as are im- 
posed upon the Managers under this Agreement, except, however, the right or 
power to bind the Members upon any further contracts of insurance or reinsur- 
ance. The terms and provisions of this Agreement shall remain in full force 
and effect in respect to each Member until its respective rights and liabilities here- 
under have been settled, adjusted, and paid. The Advisory Council shall con- 
tinue to function with all the rights and powers of the Advisory Council as in 
this Agreement provided. 

2. On or after the effective date of discontinuance as in this section B pro- 
vided, the Members may, by action of the Advisory Council, terminate this Agree- 
ment and liquidate their respective rights and liabilities among themselves by 
eancellation of all outstanding contracts and policies and settlement among 
themselves of their respective accounts based upon earned premiums and losses 
and expenses paid and incurred. 

3. The Liquidating Manager shall collect all reinsurance effected pursuant to 
this Agreement as the same shall from time to time become payable, and shall 
eredit or pay the same over to the Member or Members entitled thereto. If any 
such reinsurance becomes uncollectible by reason of the insolvency of the rein- 
surers or otherwise, the Liquidating Manager shall collect an amount equal 
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to such uncollectible reinsurance from the Members in proportion to their partici- 
pations in such uncollectible reinsurance and shall pay over the same to the 
Member which shall have made the loss payment by reason of which such rein- 
surance became due and payable. 


C. RETIREMENT OF MEMBERS 


1. Any Member may withdraw from this Agreement or retire from either 
Group by giving ninety (90) days’ written notice to each other Member and to 
the Managers or CAIM, as the case may be. Such retirement, however, shall 
not affect any outstanding policy obligation or any other obligation incurred 
by the retiring Member as a Member. In the event of the retirement of a Member, 
the percentage of all liability assumed by such Member during its active mem- 
bership shall continue in full force and effect on risks assumed prior to the 
effective date of retirement, provideu, however, that the remaining Members may 
elect to assume the liability of the retiring Member on the unexpired portion 
of all outstanding risks as herein provided. 

2. If in the event of the retirement of a Member the remaining Members 
elect to assume the liability of the retiring Member on the unexpired portion of 
all outstanding risks, they shall so notify the retiring Member in writing at 
least thirty (30) days prior to the effective date of retirement. The Managers 
or CAIM shall prepare an accounting of the amount due from the retiring 
Member as soon as practicable after the effective date of retirement. The 
amount so due shall be an amount equal to the unearned premiums on all out- 
standing policies and contracts covering direct writings and reinsurance as- 
sumed, less (a) commissions on such unearned premiums and (b) the unearned 
premiums on reinsurance ceded, after deducting commissions on such unearned 
ceeded reinsurance premiums. The retiring Member shall pay to the Managers 
or CAIM the amount shown to be due by such accounting within thirty (30) 
days after the rendition thereof, for distribution to the remaining Members as 
their interests may appear. The Managers or CAIM shall use their best efforts 
to replace every outstanding policy of the retiring Member with a policy of one 
of the remaining Members. 

DEFAULTING MEMBERS 


1. If any Member defaults in the performance of any of its obligations under 
this Agreement, or if it be proceeded against as insolvent or be placed in liquida- 
tion, receivership or rehabilitation, it shall thereupon be deemed a “Defaulting 
Member”. If any disagreement arises as to whether or when a Member became 
a Defaulting Member, the question shall be determined by vote of the Advisory 
Council, and its decision shall be final. 

2. If any Member becomes a Defaulting Member— 

(a) It shall thereupon cease to be a Member. 

(b) It shall not participate in any policies, contracts of insurance or 
reinsurance or other agreements thereafter issued, assumed, ceded or entered 
into, nor in any losses or liabilities thereafter incurred, nor in premiums 
or other income thereafter earned in connection with any policy contract 
(whether its own or that of any other Member) or agreement then out- 
standing. 

(c) It shall repay to the Managers or CAIM for account of the remaining 
Members an amount equal to the unearned premiums on all outstanding 
policies and contracts covering direct writings and reinsurance assumed, less 
(1) commissions on such unearned premiums, and (2) the unearned pre- 
miums on reinsurance ceded, after deducting commissions on such unearned 
ceded reinsurance premiums. 

(d) It shall pay to the Managers or CAIM for account of the remaining 
Members, on demand from time to time, the amount of all its obligations 
under this Agreement assumed by the remaining Members, as provided in 
subdivision (f) below. 

(e) Its participations in the unexpired portion of all policies, contracts 
of insurance or reinsurance or other agreements then in force or thereafter 
assumed, ceded or entered into shall be assumed by the remaining Members 
in the proportions which their individual net participations in such policies, 
contracts or agreements respectively at the time of such default bear to 
their aggregate net participations in such policies, contracts or agreements 
respectively at such time. 
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(f) Its participations in any loss, or liability for commissions, reinsur- 
ance premiums, return premiums, or otherwise, previously incurred or 
accrued, shall be assumed by the remaining Members in the same ratio 
which their individual net participations in such loss, commissions, reinsur- 
ance premiums, return premiums or other liability bear to their aggregate 
net participations therein. Nothing in this subdivision shall relieve the 
Defaulting Member of its obligations set forth in subdivison (d) above. 

8. Every policy ofa Defaulting Member outstanding at the time of its default 
shall be replaced by the Managers or CAIM with a policy of one of the remain- 
ing Members. 


ARTICLE XI. ErrecrivE DATE AND APPLICATION OF THIS AGREEMENT 


This Agreement is effective from midnight of December 31, 1953, Eastern 
Standard Time, and shall apply to all new and renewal policies and contracts 
ef insurance and reinsurance issued or ceded by the Managers or CAIM to 
become effective from or after that day and hour and to the unexpired portions 
after the respective anniversary dates next succeeding December 31, 1%53, of 
policies and contracts written for a term longer than one year and which became 
effective prior to December 31, 1953, and supersedes, as to such policies and 
eontracts of insurance and reinsurance, the Agreement between the parties 
hereto dated February 9, 1934, together with all amendments thereto. 


ARTICLE XII. AMENDMENTS 


The Managers shall prepare from time to time as may become necessary, for 
execution by the subscribers of thie Agreement, suitable amendments to provide 
for any and all changes in the conduct of the Group which may be inconsistent 
or in conflict with the provisions of this Agreement as now written, which 
amendments shall become effective upon execution by all Members, the Manag- 
ers and CAIM. However, in respect to extensions to this Agreement or changes 
in practices of conducting the Group not inconsistent with the provisions of this 
Agreement as now written, but unanimously approved by all Members of the 
Advisory Council at a meeting of said Council, the minutes of such meetings 
embodying resolutions providing for these extensions or changes in practice shall 
constitute supplements to this Agreement, making it unnecessary for all sub- 
scribers to execute an amendment to this Agreement. The Managers shall pre- 
pare and forward to each Member of the Advisory Council copies of the minutes 
of each meeting. 

ARTICLE XIII. DEFINITIONS 


“Aircraft” shall mean not only orthodox and rotary wing aircraft but lighter- 
than-air airships, gliders and all other flying conveyances. 

“Foreign business” shall, for all purposes of this Agreement, mean insurance 
or reinsurance of, or relating to, aircraft not registered in the United States or 
Canada unless owned by a subsidiary of a company organized under the laws 
of the United States or Canada and operating an international airline with one 
or more terminals in the United States or Canada. 

“Canada” shall, for all purposes of this Agreement, mean Canada, Yukon, 
Northwest Territories and Labrador. 

A “professional aviation insurer” shall mean an insurer equipped for and 
experienced in underwriting and servicing aviation risks and claims. 
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In witness whereof, each of the Members, the Managers and CAIM have exe- 
cuted these presents by their duly authorized officers. 


AETNA INSURANCE Co. 

AGRICULTURAL INSURANCE Co. 

THE AUTOMOBILE INSURANCE Co. 

BOsTON INSURANCE Co. 

BRITISH AMERICA ASSURANCE Co. 

THE CAMDEN FIRE INSURANCE ASSOCIATION 

THE EMPLOYERS’ FIRE INSURANCE Co. 

THE EMPLOYERS’ LIABILITY ASSURANCE CoRrP.. 
Lrp. 

FIRE ASSOCIATION OF PHILADELPHIA 

HARTFORD FIRE INSURANCE Co. 

NATIONAL UNION FIRE INSURANCE Co. 

NEW HAMPSHIRE FIRE INSURANCE Co. 

THE NortH RIVER INSURANCE Co. 

PaciFic FIRE INSURANCE Co. 

THE PHOENIX INSURANCE Co. 

PROVIDENCE WASHINGTON INSURANCE Co. 

St. PauLt Frre & MARINE INSURANCE Co. 

SOUTHERN FIRE INSURANCE Co. 

SPRINGFIELD FIRE & MARINE INSURANCE Co. 

Tue TRAVELERS FIRE INSURANCE Co. 

Unrtrep States Fiperiry & GUARANTY Co. 

UNITED STATES FIRE INSURANCE Co. 

WESTCHESTER INSURANCE Co. 

WESTERN ASSURANCE Co. 

UnNItrED STATES AVIATION UNDERWRITERS., INC. 

CANADIAN AVIATION INSURANCE MANAGERS 
Lp. 


AMENDMENT No. 1 TO AGREEMENT 


Entered into as of the 1st day of January, 1954, by and between the Member 
Fire Companies of United States Aircraft Insurance Group, the Member Fire 
Companies of Canadian Aircraft Insurance Group and United States Aviation 
Underwriters, Incorporated, and its wholly owned subsidiary, Canadian Avia- 
tion Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it in 
agreed as follows: 

1. Effective as of Midnight, December 31, 1954: 

(a) The Home Insurance Company is included as a Member of both USAIG 
and CAIG. 

(b) Section C of Article III is deleted and the Westchester Fire Insurance 
Company is included as a Member of both USAIG and CAIG. 

2. Section A of Article III is amended by adding the following paragraph: 

“1. The participation of Members in all new and renewal business, the effec- 
tive date of which is after Midnight, December 31, 1954, and in the unexpired 
portions after the respective anniversary dates next succeeding December 31, 
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1954 of policies and contracts written for a term longer than one year and which 
became effective prior to said date, shall be as follows: 


| 
“USAIG busi-| CAIG busi- 
ness (percent) 


gn G9 
SSREZ 


British America Assurance Co 
The Camden Fire Insurance Association 
The Employers’ Fire Insurance Co 
The Employers’ Liability Assurance Corp., Ltd 
Fire Association of Philadelphia 
Hartford Fire Insurance Co 
The Home Insurance Co 
National Union Fire Insurance Co 
New Hampshire Fire Insurance Co 
The North River Insurance Co 
Pacific Fire Insurance Co 
The Phoenix Insurance Co 
Providence Washington Insurance Co--.-._..-...-.--.------ 
St. Paul Fire & Marine Insurance Co 
Springfield Fire & Marine Insurance Co 
e Travelers Fire Insurance Co--- 
United States Fidelity & Guaranty Co 
United States Fire Insurance Co 
Westchester Fire Insurance Co 
Western Assurance Co 
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3. The second paragraph of Section C of Article VI is deleted and the follow- 
ing substituted in lieu thereof: 

“The first computation shall be as of May 31, 1954, as to CAIG and as of 
June 30, 1954, as to USAIG upon * * * of the aggregate net profits of 
the * * * fiscal years then terminated under this Agreement and the Agree- 
ment which it supersedes. The second, third and fourth computations shall, 
both as to CAIG and USAIG, be as of May 31, 1955, May 31, 1956 and May 31, 
1957, respectively, upon * * * of the aggregate net profits of the * * * fiscal 
years then terminated, as to CAIG, and upon * * * of the aggregate net profits 
of the * * * months then terminated as to USAIG. Subsequent computations 
shall, both as to CAIG and USAIG, be as of May 31st of each year thereafter 
upon * * * of the aggregate net profits of the * * * fiscal years then 
terminated.” 

4. Effective as of the 10th day of March, 1955, Section B and the first para- 
graph of Section C of Article VII are deleted and the following substituted in 
lieu thereof : 

“B. PREMIUM STATEMENTS 


“The Managers and CAIM will furnish Members, on or about the 10th day of 
March, June, September and December of each year with quarterly summary 
statements of all premiums and return premiums for the preceding quarter. 
Such summary statements shall show the participations of each Member. 


“Co. PAYMENT OF PREMIUMS 


“The Managers will pay to the Members of USAIG, in cash or in exchange on 
New York, the balances due the Members as shown by the summary statements, 
whether by them collected or not, as follows: 

“One-third upon rendition of the statements; 
“One-third on or before the 10th day of the first month following the due 
date of the statements ; 


“One-third on or before the 10th day of the second month following the 
due date of the statements.” 
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In witness whereof, the parties hereto have caused these presents to be exe- 
cuted by their duly authorized officers as of Midnight, December 31, 1954. 


AETNA INSURANCE Co. 

AGRICULTURAL INSURANCE Co. 

THE AUTOMOBILE INSURANCE Co. 

Boston INSURANCE Co. 

BRITISH AMERICA ASSURANCE Co. 

THE CAMDEN FIRE INSURANCE ASSOCIATION 

THE EMPLOYERS’ FIRE INSURANCE Co. 

THE EMPLOYERS’ LIABILITY ASSURANCE CORP., 
Lp. 

Fire ASSOCIATION OF PHILADELPHIA 

HARTFORD FIRE INSURANCE Co. 

THE HoME INSURANCE Co. 

NATIONAL UNION FIRE INSURANCE Co. 

New HAMPSHIRE FIRE INSURANCE Co. 

THE NORTH RIVER INSURANCE Co. 

PaciFic FIRE INSURANCE Co. 

THE PHOENIX INSURANCE Co. 

PROVIDENCE WASHINGTON INSURANCE Co. 

Sr. Paut Frre & MARINE INSURANCE Co. 

SoUTHERN FIRE INSURANCE Co. 

SPRINGFIELD FirE & MARINE INSURANCE Co. 

THE TRAVELERS FIRE INSURANCE Co. 

Unirep States Fipetiry & GUARANTY Co. 

UNITED STATES FIRE INSURANCE Co. 

WESTCHESTER FIRE INSURANCE Co. 

WESTERN ASSURANCE Co. 

UNITED StTaTES AVIATION UNDERWRITERS, INC. 

CANADIAN AVIATION INSURANCE MANAGERS, 
Lp. 


AMENDMENT NO. 2 TO AGREEMENT 


Entered into as of the 1st day of January 1954, by and between the Member 
Fire Companies of United States Aircraft Insurance Group, the Member Fire 
Companies of Canadian Aircraft Insurance Group and United States Aviation 
Underwriters, Incorporated, and its wholly owned subsidiary, Canadian Avia- 
tion Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it 
is agreed as follows: 

1. Effective as of Midnight, June 30, 1955, Atlantic Fire Insurance Company 
ceased to be an Associate Member of USAIG. 

2. Effective as of Midnight, August 24, 1955, The Central States Fire Insurance 
Company ceased to be an Associate Member ef USAIG. 

3. Effective as of Midnight, December 31, 1955— 

(a) The Automobile Insurance Company ceased to be a Member of both 
USAIG and CAIG and its obligations and liabilities under the Agreement 
entered into as of the Ist day of January, 1954 were assumed by The Aetna 
Casualty & Surety Company. 

(b) The following are included as Members of both USAIG and CAIG: 

The Aetna Casualty & Surety Company. 
Maryland Casualty Company. 

Massachusetts Bonding and Insurance Company. 
New Amsterdam Casualty Company. 

The Royal Exchange Assurance. 

Standard Accident Insurance Company. 

United States Casualty Company. 

(c) Fidelity and Guaranty Insurance Underwriters, Inc. is included as 
an Associate Member of USAIG with United States Fidelity and Guaranty 
fompany as its Sponsoring Member. 

(d) Provident Fire Instrance Company is included as an Associate Mem- 
bes oe USAIG with The Royal Exchange Assurance as its Sponsoring 

ember. 

4. Section A of Article III is amended by adding the following paragraph: 

“2. The participations of Members in all new and renewal business, the 
effective date of which is after Midnight, December 31, 1955, and in the unex- 
Pired portions after the respective anniversary dates next succeeding December 
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21, 1955, of policies and contracts written for a term longer than one year and 
which became effective prior to said date, shall be as follows: 





epee a 


“USAIG busi-| CAIG busi- 
ness (percent) | ness (percent) 


The Aetna Casualty & Surety Co_-_-_-. 
Aetna Insurance Co--___-.-_.--- 
Agricultural Insurance Co 

Boston Insurance Co---_- a 

British America Assurance Co. : 
The Camden Fire Insurance Association ___- 
The Employers’ Fire Insurance Co- 

The Employers’ Liability Assur: ance Corp., SP" decoaiites 
Fire Association of Philade eA 
Hartford Fire Insurance Co..............-.-- 
The Home Insurance Co---- 

Maryland Casualty Co__- 

Massachusetts Bonding & Insurance Co 
National Union Fire Insurance Co---- 

New Amsterdam Casualty Co_...__.-- 

New Hampshire Fire Insurance Co-___- 

The North River Insurance Co 

Pacific Fire Insurance Co__....-_....--- 

The Phoenix Insurance Co---._--- 
Providence Washington Insurance Co 

The Royal Exchange Assurance _-_- 

St. Patil Fire & Marine Insurance Co 
Springfield Fire & Marine Insurance Co 
Standard Accident Insurance Co-___- 

The Travelers Fire Insurance Co 

United States Casualty Co___- 

United States Fidelity & Guaranty Co- 
United States Fire Insurance Co- 
Westchester Fire Insurance Co-.-_-_- 

Western Assurance Co 
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Total___. ~ 100. 00 | 100. 00” 


In witness whereof, the parties hereto have caused these presents to be exe- 

cuted by their duly authorized officers as of midnight, December 31, 1955. 
THE AETNA CASUALTY & SuRETY Co. 
AETNA INSURANCE Co. 
AGRICULTURAL INSURANCE Co. 
Boston INSURANCE Co. 
BRITISH AMERICAN ASSURANCE Co. 
THE CAMDEN FIRE INSURANCE ASSOCIATION 
THE EMPLOYERS’ FIRE INSURANCE Co. 
THE EMPLOYERS’ LIABILITY ASSURANCE Corp., 

LTp. 
Fire ASSOCIATION OF PHILADELPHIA 
HARTFORD FIRE INSURANCE Co. 
THe Home INSURANCE Co. 
MARYLAND CASUALTY Co. 
MASSACHUSETTS BonpDING & INSURANCE Co. 
NATIONAL UNION FIRE INSURANCE Co. 
NEW AMSTERDAM CASUALTY Co. 
NEW HAMPSHIRE FIRE INSURANCE Co 
THE NortTH RIVER INSURANCE Co. 
Paciric Fire INSURANCE Co. 
THe PHOENIX INSURANCE Co. 
PROVIDENCE WASHINGTON INSURANCE CO. 
THE RoyaL ExcHANGE ASSURANCE 
Sr. Paut Fire & MARINE INSURANCE Co. 
SOUTHERN’ FIRE INSURANCE Co. 
SPRINGFIELD FrreE & MARINE INSURANCE Co. 
STANDARD ACCIDENT INSURANCE Co. 
THE TRAVELERS FIRE INSURANCE Co. 
United STaTes CASUALTY Co. 
Unitep States Fiperiry & GUARANTY CO. 
UNITED STATES FIRE INSURANCE Co. 
WESTCHESTER FIRE INSURANCE Co. 
WESTERN ASSURANCE Co. 
UnttTep STATES AVIATION UNDERWRITERS, INC. 
CANADIAN AVIATION INSURANCE MANAGERS, 
Lip. 
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AMENDMENT No. 3 TO AGREEMENT 


Entered into as of the ist day of January 1954, by and between the Mem- 
ber Fire Companies of United States Aircraft Insurance Group, the Member 
Fire Companies of Canadian Aircraft Insurance Group and United States 
Aviation Underwriters, Incorporated, and its wholly owned subsidiary, Canadian 
Aviation Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, 
it is agreed as follows 

1. Effective as of Midnight, July 17, 1956— 

(a) Mercury Insurance Company ceased to be an Associate Member of 
USAIG. 

(b) St. Paul Mercury Insurance Company was included as an Associate 
Member of USAIG with St. Paul Fire and Marine Insurance Company as 
its sponsoring Member. 

2. Effective as of midnight, December 31, 1956— 

(a) The Travelers Fire Insurance Company ceased to be a Member of 
both USAIG and CAIG and its obligations and liabilities under the Agree- 
ment are assumed by The Travelers Indemnity Company. 

(b) The Travelers Indemnity Company is included as a Member of both 
USAIG and CAIG. 

(c) Great American Insurance Company is included as a Member of both 
USAIG and CAIG. 

(d) The following are included as Associate Members of USAIG, with 
Freat American Insurance Company as their sponsoring Member: 

American National Fire Insurance Company. 
Detroit Fire and Marine Insurance Company. 
Massachusetts Fire and Marine Insurance Company. 
Rochester American Insurance Company. 

(e) Section B of Article IV is deleted and the Southern Fire Insurance 
Company ceased to be an Associate Member of USAIG. 

{f) The complete list of Associate Members of USIAG and their spon- 
soring Members under Section A of Article IV is as follows 





Associate member Sponsoring member 
American National Fire Insurance Co_- | Great American Insurance Co. 
7 & Shippers Insurance Company of New | Pacific Fire Insurance Co. 
ork 
Birmingham Fire Insurance Company of Pennsyl- | National Union Fire Insurance Co. 
vania. 
The Charter Oak Fire Insurance Co--.-.-----..-- The Travelers Indemnity Co. 
Citizens Insurance Company of New Jersey-- | Hartford Fire Insurance Co. 
The Connecticut Fire Insurance Co-__-- raedad The Phoenix Insurance Co. 
Detroit Fire & Marine Insurance Co.._._..-..:-...-.| Great American Insurance Co. 
Empire State Insurance Co. --- ..---.-.-| Agricultural Insurance Co. 
Equitable Fire & Marine Insurance Co-. The Phoenix Insurance Co. 
Fidelity & Guaranty Insurance Underw riters, Inc_._| United States F idelity & Guaranty Co. 
The Granite State Fire Insurance Co......-.-~--.~- “| New Hampshire Fire Insurance Co. 
Jersey Insurance Company of New York,_.-...----- | Pacific Fire Insurance Co. 
Massachusetts Fire & Marine Insurance Co_. ...| Great American Insurance Co. 
Michigan Fire & Marine Insurance Co___2..--_--__-- | Springfield Fire & Marine Insurance Co. 
Minneapolis Fire & Marine Insurance Co..._-.......| The Phoenix Insurance Co. 
New England Insurance Co...--....-...----------.- Springfield Fire & Marine Insurance Co. 
New York Underwriters Insurance Co_-....-..--_".| Hartford Fire Insurance Co. 
Northwestern Fire & Marine Insurance Co_-_----. <3 Do. 
Old Colony Insurance Co-___.-.-.--------.---.-.---.-| Boston Insurance Co. 
Provident Fire Insurance Co_..........-.----------- The Royal Exchange Assurance. 
Reliance Insurance Compatty of Philadelphia _- _/:...| Fire Association of Philadelphia. 
Rochester Ameritan Insurance Co_._.......-/.......| Great American Insurance Co. 
The St. Paul Mercury Insurance iti listcidndetih ibe St. Paul Fire & Marine Insurance Co. 
The Standard Fire Insurance Co___-....--.-------- -| The Aetna Casualty & Surety Co. 
Standard Insurance Company of New York-- Joc "| Aetna Insurance Co. 
Twin City Fire Insurance Co_....--.-.------------.: Hartford Fire Insurance Co. 
World Fire & Marine Insurance Co_.-.....---.....-.| Aetna Insurance Co, 








3. Section A of Article III is amended by adding the following paragraph: 

“3. The participations of Members in all new and renewal business, the effec- 
tive date of which is after Midnight, December 31, 1956, and in the unexpired 
portions after the respective anniversary dates next succeeding December 31, 
1956 of policies and contracts written for a term longer than one year and which 
became effective prior to said date, shall be as follows: 
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Agricultural Insurance Co 
I lk hd faa ds ehh ibd dbdbearaesebiis~o~ 
British America Assurance Co 
The Camden Fire Insurance Association _-_...................-------- s 
The Employers’ Fire Insurance Co..--_...____.----.-----..---.---.---.-. 
The Employers’ Liability Assurance Corp., Ltd__._--- 
Ne ainbadnebesonshnnewaas 
Great American Insurance Co-----_-------- 

Hartford Fire Insurance Co 
The Heme Insurance Co 
eo anannameuenansoneneenees 
Massachusetts Bonding & Insurance Co____.........---....----------- ‘ 
National Union Fire Insurance Co 
I oc eet gweanneanypeseh 
New Hampshire Fire Insurance Co 
The North River Insurance Co 
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Providence Washington Insurance Co---__-__--_-_- 
The Royal Exchange Assurance--_--_-..........-..-..-.------ 

St. Paul Fire & Marine Insurance Co-----_......-.----.....-.---------- 
Springfield Fire & Marine Insurance Co__._._.._.......-.------------ si 
Standard Accident Insurance Co 
The Travelers Indemnity Co 
ne De si on ces ec db a wnadeidesnenbeccemasss 
United States Fidelity & Guaranty Co 
United States Fire Insurance Co 
Westchester Fire Insurance Co 
Western Assurance Co 
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In witness whereof, the parties hereto have caused these presents to be executed 


by their duly authorized officers as of midnight, December 31, 1956. 
THE AETNA CASUALTY & Surety Co. 


AETNA INSURANCE Co. 


AGRICULTURAL INSURANCE Co. 


BosTon INSURANCE Co. 


British AMERICA ASSURANCE Co. 

THE CAMDEN FIRE INSURANCE ASSOCIATION 
THE EMPLOYERS’ FIRE INSURANCE Co. 

THE EMPLOYERS’ LIABILITY ASSURANCE CORP., 


Lp. 


FirE ASSOCIATION OF PHILADELPHIA 
GREAT AMERICAN INSURANCE Co. 
HArtTForD FIRE INSURANCE Co. 

Tre Home INsugance Co. 


MARYLAND CASUALTY Co. 


MASSACHUSETTS BONDING & INSURANCE Co. 
NATIONAL UNION FIRE INSURANCE Co. 

NEw AMSTERDAM CASUALTY Co. 

New HAMPSHIRE FIRE INSURANCE Co. 
THe NortH River INSURANCE Co. 

PAcIFIO Fire INSURANCE Co. 

THE PHOENIX INSURANCE Co. 

PROVIDENCE WASHINGTON INSURANCE Co. 
Tue RovaL EXCHANGE ASSURANCE 

St. Paut Fire & MARINE INSURANCE Co. 
SPRINGFIELD Fire & MARINE INSURANCE Co. 
STANDARD ACCIDENT INSURANCE Co. 

Tre TRAVELERS INDEMNITY Co. 

Unirep States CAsuALty Co. 

UnrIrep States Fiperiry & GUARANTY Co. 
UniTep States FIRE INSURANCE Co. 
WESTCHESTER FIRE INSURANCE Co. 


WESTERN ASSURANCE Co. 


Unirep StaTes AVIATION UNDERWRITERS, INC. 
CANADIAN AVIATION INSURANCE MANAGERS, 


Lap. 
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AMENDMENT No. 4 TO AGREEMENT 


Entered into as of the 1st day of January, 1954, by and between the Member 
Fire Companies of United States Aircraft Insurance Group, the Member Fire 
Companies of Canadian Aircraft Insurance Group and United States Aviation 
Underwriters, Incorporated, and its wholly owned subsidiary, Canadian Aviation 
Insurance Managers, Ltd. 

In consideration of the mutual covenants and promises herein contained, it is 
agreed as follows: 

1. Effective as of May 20, 1957, Pacific Fire Insurance Company, having 
changed its name to Pacific Insurance Company of New York, will continue as 
a Member of both USAIG and CAIG under its new name, Pacific Insurance 
Company of New York. 

2. Effective as of Midnight, December 31, 1957: 

(a) Michigan Fire & Marine Insurance Company ceased to be an Associate 
Member of USAIG. 

(b) Reliance Insurance Company of Philadelphia ceased to be an Associate 
Member of USAIG. 

(c) Fire Association of Philadelphia, having changed its name to Reliance 
Insurance Company will continue as a Member of both USAIG and CAIG under 
its new name, Reliance Insurance Company. 

(d) Zurich Insurance Company is included as a Member of both USAIG 
and CAIG. 

(e) The complete list of Associate Members of USAIG and their sponsoring 
Members under Section A of Article IV is as follows 





Associate member | Sponsoring member 





American National Fire Insurance Co-__-.-....-..---- Great American Insurance Co. 
ey & Shippers Insurance Company of New | Pacific Insurance Company of New York. 
ork. 
Birmingham Fire Insurance Company of Pennsyl- | National Union Fire Insurance Co. 
vania. 


The Charter Oak Fire Insurance Co-__--......-...---- The Travelers Indemnity Co. 

Citizens Insurance Company of New Jersey---------- Hartford Fire Insurance Co. 

The Connecticut Fire Insurance Co__......-..-...---- The Phoenix Insurance Co. 

Detr-it Fire & Marine Insurance Co-.----...-.--.---- Great American Insurance Co. 

Empire State Insurance Co_-___--........--.-.-- ceded Agricultural Insurance Co. 

Equitable Fire & Marine Insurance Co--_-_-.....----- The Phoenix Insurance Co. 

Fidelity & Guaranty Insurance Underwriters, Inc. __| United States Fidelity & Guaranty Co. 
The Granite State Fire Insurance Co__..........----- New Hampshire Fire Insurance Co. 
Jersey Insurance Company of New York-_.----.------- Pacific Insurance Company of New York. 
Massachsetts Fire & Marine Insurance Co...-...--- Great American Insurance Co. 
Minneaplis Fire & Marine Insurance Co-.-_-.-....--- The Phoenix Insurance Co. 

New England Insurance Co_..._..-.....---.--------- Springfield Fire & Marine Insurance Co. 







New York Underwriters Insurance Co... _- 
Nerthwestern Fire & Marine Insurance Co- -. 5 
Old C-Il-ny Insurance Co...........---.-------- .| Boston Insurance Co. 

Prevident Fire Insurance Co. The Royal Exchange Assurance. 
Rechester American Insurance Co _ __.-.--- Great American Insurance Co. 

The St. Pan] Merervry Insurance Co- -- .| St. Paul Fire & Marine Insurance Co. 
The Standard Fire Insurance Co-_-----....--- .| The Aetna Casualty & Surety Co. 
Standerd Insurance Company of New York Aetna Ins rance Co. 

Twin City Fire Insurance Co.-......-.--- .| Hartford Fire Insurance Co. 

World Fire & Marine Insurance Co-....-.....-.-.-.- Aetna Insurance Co. 


artford Fire Insurance Co. 
Do 








3. Section A of Article III is amended by adding the following paragraph: 

“4. The participations of Members in all new and renewal business, the effective 
date of which is after Midnight, December 31, 1957, and in the unexpired portions 
after the respective anniversary dates next succeeding December 31, 1957 of 
policies and contracts written for a term longer than one year and which became 
effective prior to said date, shall be as follows: 
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(percent) (percent) 




















































The Aetna Casualty & Oty I a oad he he lee 3. 880 | 3.81 
Aetna Insurance Co----- : 5. 500 | 5. 40 
Agricultural Insurance Co._--- Li 2.710 | 2. 66 
Boston Insurance Co-_-.-.--.-- 4.050 | 3. 98 
British America Assurance Co_. 4. heal - 9 
The Camden Fire Insurance Association - --- Seas : 2.710 2. 66 
The Employers’ Fire Insurance Co-.-- tet At 2. 025 1.99 or 
The Employers’ Liability Assurance Corp., OY SCS SAREE | 2. 025 | 1.99 al 
Great American Insurance Co------- tie hel ----| 5.020 | 4. 93 
Hartford Fire Insurance Co------------ 5. 500 | 5.40 
The Home Insurance Co- ----- 5. 500 | 5.40 a 
Maryland Casualty Co-- cated nonpiied ceewerandl J 3. 300 | 3. 24 
Massachusetts Bonding & omen OG. = 82.) 2s : 2. 450 | 2. 40 
National Union Fire Insurance Co- --- 3. 300 3.24 a 
New Amsterdam Casualty Co-._.....---------- hee 2. 450 2. 40 
New Hampshire Fire Insurance Co-_-__---.-.-.------ 2. 860 2.81 
The North River Insurance Co-- 1. 833 1.80 
Pacific Insurance Company of New York-.-- 3. 300 3. 24 ir 
The Phoenix Insurance Co- : . fence) -osihcszles 5. 500 | 5. 40 a 
Providence Washington Irisurande, Co....-...4.-.--<------ 2. 450 | 2. 40 0! 
Reliance Insurance Co__-.. : pe eeeee eae ae 3.610 | 3. 55 
The Royal Exchange Assurance - EE Lugs. 2.110 | 2. 08 W 
St. Paul Fire & Marine Insurance Co----- bleh pisghed- = sn 5. 500 | 5. 40 0! 
Springfield Fire & Marine Insurance Co--- 4. 050 3. 98 Bt 
Standard Accident Insurance Co-- 3. 300 3. 24 
The Travelers Indemnity Co___--- Pk Asie 5. 020 | 4.93 ¢ 
United States Casualty Co-- nant 1. 220 | 1.20 
United States Fidelity & Guaranty Co 3. 300 | 3. 24 tl 
United States Fire Insurance Co- --- nitinol 1. 833 1.80 
Westchester Fire Insurance Co-- : 1. 834 1, 80 ti 
Western Assurance Co-_-_--- ike pines reek LSU .90 
Zurich Insurance Co-.-....----------- ciieaaaenneaaenree SUS See | 1. 860 | 1. 83 
ME saat ad baadidule SeSUUETL. thle coceewone een nedeh seed 100. 000 100. 00” ¥ 
It witness whereof, the parties hereto have caused these presents to be exe- \ 
cuted by their duly authorized officers as of Midnight, December 31, 1957. 1 
Tue AETNA CASUALTY & SURETY Co. ( 
AETNA INSURANCE Co. 
AGRICULTURAL INSURANCE Co. ‘ 
Boston INSURANCE Co. : 
BrITIsH AMERICA ASSURANCE Co. I 
THE CAMDEN FIRE INSURANCE ASSOCIATION 
THE EMPLOYERS’ FIRE INSURANCE Co. I 
THE EMPLOYERS’ LIABILITY ASSURANCE CORP., 
LTp. ( 


GREAT AMERICAN INSURANCE Co. 

HARTFORD FIRE INSURANCE Co. 

THe HoME INSURANCE Co. 

MARYLAND CASUALTY Co. 

MASSACHUSETTS BonpING & INSURANCE Co. 
NATIONAL UNION FIRE INSURANCE Co. 

New AMSTERDAM CASUALTY CO. 

New HAMPSHIRE FIRE INSURANCE Co. 

Tue NortH RIVER INSURANCE Co. 

Pactric INSURANCE COMPANY OF NEW YORK 
THE PHOENIX INSURANCE Co. 

PROVIDENCE WASHINGTON INSURANCE Co. 
RELIANCE INSURANCE Co. 

Tue Roya, ExcHANGE ASSURANCE 

Sr. Paut Frre & MARINE INSURANCE Co. 
SPRINGFIELD Fire & MARINE INSURANCE Co. 
STANDARD ACCIDENT INSURANCE Co. 

THe TRAVELERS INDEMNITY Co. 

UNITED STATES CASUALTY Co. 

UnITep STATES Fipetitry & GUARANTY Co. 
UNITED STATES FIRE INSURANCE Co. 
WESTCHESTER FIRE INSURANCE Oo. 

WESTERN ASSURANCE Co. 

ZuRicH INSURANCE Co. 

UNITED STATES AVIATION UNDERWRITERS, INC. 
CANADIAN AVIATION INSURANCE MANAGERS, 
LTp. 


eS ae 
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Deposit AGREEMENT 


This Agreement made as of the 3rd day of May 1938, by and among— 

Aetna Casualty & Surety Company, of Hartford, Connecticut ; 

Century Indemnity Company, of Hartford, Connecticut ; 

Hartford Accident & Indemnity Company, of Hartford, Connecticut ; 

Maryland Casualty Company, of Baltimore, Maryland ; 

New Amsterdam Casualty Company, of New York, New York ; 

United States Fidelity & Guaranty Company, of Baltimore, Maryland, 
on the one part (hereinafter called the “Members” when referred to collectively 
and “Member” when referred to singly), 

United States Aviation Underwriters, Inc., 

a New York corporation (hereinafter called the “Managers”) and 
The New York Trust Company, 
a New York corproation (hereinafter called the “Depositary” ), 

Witnesseth : 

Whereas the Members under date of the Ist day of December 1933, entered 
into an agreement with the Managers, which agreement together with all 
amendments thereto is made a part hereof by reference solely as explanatory 
of the rights, obligations and relation of the Members as among themselves and 
with the Managers and not as binding in any respect upon the Depositary, 
or in any way affecting the rights and duties of the Depositary as hereinafter 
set forth (which agreement, including all amendments thereto, is hereinafter 
called “the Agreement”) ; and 

Whereas it is the desire of the Members to establish a fund in the hands of 
the Depositary as security for the performance by each of them of their respec- 
tive obligations under the Agreement to each other and to the Managers; 

Now, therefore, it is agreed that: 

1. (a) The Members agree to deposit with the Depositary and simultaneously 
with the execution hereof by the Depositary, do hereby deposit with the De- 
positary in the aggregate the sum of $193,279.32 as follows: 

Aetna Casualty & Surety Company, Hartford Accident & Indemnity Com- 
pany, Maryland Casualty Company, New Amsterdam Casualty Company and 
United States Fidelity & Guaranty Company the sum of $35,535.63 each, and 
Century Indemnity Company the sum of $15,601.17. 

(b) The Members further agree to deposit with the Depositary in the aggre- 
gate the sum of $225,434.40, in three (3) equal payments on the first day of 
June, September and December, 1938, the share of each Member in each such 
payment to be as follows: 

Aetna Casualty & Surety Company, Hartford Accident & Indemnity Com- 
pany, Maryland Casualty Company, New Amsterdam Casualty Company and 
United States Fidelity & Guaranty Company the sum of $13,877.64 each and 
Century Indemnity Company the sum of $5,756.60. 

(c) Each Member hereby pledges the sums deposited by it with the De- 
positary as aforesaid, as well as all additions thereto and all investments 
and reinvestments thereof as hereinafter provided for (the aliquot share of 
each Member in such sum, additions thereto and investments and. reinvestments 
thereof being considered a several pledge) in the hands of the Depositary, 
but for the use and benefit of the other Members as security for the performance 
by said Member of all of its obligations under the Agreement. 

2. From time to time the Managers will deposit with the Depositary sums 
of money on behalf of the Members which shall be added to said sum and 
the shares of the Members shall be credited therewith in the proportions as 
advised in writing by the Managers at the time of making such deposits with 
the Depositary. Such deposits hereafter made shall be held, managed, invested 
and reinvested by the Depositary and shall be considered. as additions to said 
sum in all respects subject to all the conditions of this agreement. 

3. The Depositary acknowledges receipt of said sum of $193,279.32 and agrees 
to accept all additions thereto as provided in paragraph 1 (b) and 2 above and 
binds itself to hold said sum (which together with all additions, thereto and all 
investments and reinvestments thereof is hereinafter called the “Fund”) for the 
use and benefit of the Members and to that end agrees: 

(a) To invest and reinvest the principal of the Fund in United States Gov- 
ernment bonds or notes (provided, however, that not more than fifty percent 
(50%) of the amount of any investment or reinvestment shall be made in short 
term notes), the Depositary having full discretion as to the price at which such 
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bonds or notes are to be purchased or sold in the absence of instructions from 
the Managers: Provided, however, That the Managers may from time to time 
instruct the Depositary to keep the Fund or a portion thereof in cash. The 
Depositary shall comply with all such instructions of the Managers if, but only 
if, in writing and accompanied by a certified copy of a resolution of the Advisory 
Council referred to and designated as such in the Agreement supporting such 
instructions ; and 

(b) To maintain accounts in such manner that the share of each of the 
Members in the Fund may be ascertained at all times. The share of any Member 
in the Fund as at any date up to and including June 30, 1938, shall be computed 
as follows: 

The decimal fraction which represents the ratio of the first payment made 
hereunder by such Member to the aggregate amount of the first payments made 
hereunder by all Members, shall be applied to the value of the Fund at the date 
of computation increased by total principal withdrawals and decreased by total 
eontributions made subsequent to the total initial payments hereunder: the 
amount so produced increased by the amount of such Member’s contributions 
subsequent to the initial payment hereunder and decreased by any withdrawals to 
such date of computation charged against such Member’s share shall represent the 
share of such Member in the Fund at such date of computation. 

The share of any Member in the Fund as at any date after June 30, 1938, shall 
be computed as follows : 

The decimal fraction which represented the ratio of such Member’s share to 
the value of the Fund as at the preceding June 20 or December 31, whichever date 
was later, shall be applied to the value of the Fund as of the date of computation 
increased by total withdrawals from and decreased by total contributions to the 
Fund, both during the period since such preceding June 30 or December 31; 
the amount so produced increased by the amount of contributions credited to and 
decreased by any withdrawals charged against such Member’s share, both during 
the said period, shall represent the share of such Member in the Fund as at the 
date of its computation. 

The “value of the Fund” shall be the value of all securities on hand plus ac- 
erued interest and cash, both for account of principal and income. 

(c) To pay the net income from the Fund (which shall mean the net amount 
received as income on investments less compensation of the Depositary and other 
proper charges) to the Members, except Defaulting Members notified to the 
Depositary as such in accordance with paragraph 5 below, semiannually on or 
about the twentieth day of June and December in each year, such net income to 
be distributed to the Members in proportion to their respective shares in the 
Fund as they existed at the preceding June 30 or December 31, whichever date 
was later; provided, however, that net income, if any, to be distributed to the 
Members on or about June 20, 1938, shall be distributed in proportion to the 
Members’ respective initial payments made hereunder. 

(d) To furnish the Managers semiannually on or about the 30th day of June 
and the 31st day of December in each year with a schedule of the securities and 
amount of cash in the Fund for account of principal and income as at said dates, 
the value as at said dates of the securities and the share of each of the Mem- 
bers, as defined in subdivision (b) above, in the total value of the Fund as at 
such dates ; and 

(e) To pay to the Managers such sums of money out of the principal of the 
Fund as the Managers may from time to time in writing direct, the Depositary 
being empowered, if sufficient cash is not available, to sell for that purpose such 
securities as the Managers shall direct, provided that the directions from the 
Managers relating to such payments shall be accompanied by a certified copy of 
a supporting resolution of the Advisory Council. Such payments shall be 
charged against the Fund in such manner as the Managers at the time of re- 
questing any such payment shall in writing direct, such directions specifying 
whether the payment shall be charged against the share of a named Member, or 
whether and in what amounts it shall be charged against the shares of more than 
one named Member or all the Members. 

4. The Members, by action of a majority of their number, may at any time 
revoke the authority of United States Aviation Underwriters, Incorporated, as 
Managers herein, and substitute any other person or corporation in their place 
as Managers. Upon receipt of instructions signed by a majority of the Mem- 
bers to such effect, the Depositary shall thereafter disregard any and all requests 
from United States Aviation Underwriters, Incorporated, as Managers, and shall 
thereafter act upon the instructions of the person or corporation named in such 
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instructions from the Members to the same extent and with the same force and 
effect as if such person or corporation had been named in this agreement as the 
Managers. The Members may thereafter from time to time in like manner effect 
a like revocation of the authority of any successor Managers and appoint new 
Managers in their place. Wherever the word “Managers” is used in this agree- 
ment, it shall be deemed to mean United States Aviation Underwriters, Incor- 
porated, or any successor Managers. 

5. The Depositary shall not be required to give any bond or other security in 
this state or in any other state or jurisdiction for the faithful performance of 
its duties, nor shall it be liable for any act or omission as Depositary except 
for actual fraud, dishonesty or bad faith or failure to exercise due care. The 
Depositary shall not be bound by any provisions of the Agreement nor shall 
the rights and duties of the Depositary as herein set forth be in any way 
affected by the provisions of the Agreement. The Depositary shall be fully 
protected in relying and acting upon any notice, request, certificate or other 
paper or papers believed by it to be genuine and signed by the proper party or 
parties, including particularly any certified copy of resolution of the Advisory 
Council and written instructions from the Managers or from the Members as 
herein provided believed by the Depositary in good faith to be genuine and 
validly executed, whether or not such instrument is in fact genuine or validly 
executed. All resolutions of the Advisory Council Shall be certified by an 
individual who has been certified by a majority of the members to be secretary 
or an assistant secretary of the Advisory Council. The Depositary shall not be 
responsible for the application of any money withdrawn from the Fund after 
it has been withdrawn or for any disposition of the Fund after the Depositary 
has complied with instructions as to the disposition thereof as provided in this 
agreement. 

6. The Depositary shall be entitled to receive as compensation for its services 
in the administration of the Fund such commissions as may be agreed upon 
from time to time between the Depositary and the Advisory Council, plus its 
reasonable expenses (including counsel fees) other than normal operating 
overhead. The Depositary shall be entitled to deduct from the Fund any com- 
pensation so agreed upon, such deduction to be made annually commencing in 
December 1938, and to be charged in the first instance against income: Pro- 
vided, however, That in case this agreement is terminated during any calendar 
year, the Depositary shall be paid its commissions on a pro rata basis for the 
portion of the year elapsed to the date of termination and such deduction for 
commissions and said expenses shall be made upon such termination of the 
agreement. The Depositary shall have a prior lien on the Fund for the pay- 
ment of the commissions and expenses herein provided for. 

7. This agreement may be cancelled, or the employment of the New York 
Trust Company as Depositary terminated and a successor Depositary appointed 
at any time by a majority of the Members, in either of which events the De 
positary shall pay and deliver over all cash and securities in its hands (less 
the amount payable to the Depositary for compensation and expenses), to such 
persons or corporations as shall be named in written notice of such cancellation 
or termination. 

8. The Depositary may at any time resign by delivering notice of its resig- 
nation to each Member and to the Managers at their usual business addresses 
at least sixty (60) days before such resignation becomes effective, and a suc- 
cessor depositary may be appointed by a majority of the Members. If such 
successor depositary has been appointed prior to the effective date of the resig- 
nation, the Depositary shall be notified in writing of such appointment. by a 
majority of the Members. If the Depositary has been so notified of the appoint- 
ment of a successor depositary, the Depositary on the effective date of the resig- 
nation shall pay and deliver over all cash and securities in its hands (less com- 
pensation and expenses payable to it) to such successor depositary. If no 
successor depositary has been appointed at the time the resignation takes effect, 
the Depositary shall on the effective date distribute the Fund, less the amount 
of compensation and expenses payable to the Depositary, among the Members 
according to their respective shares. 

9. All instructions, directions or notices to the Depositary by the Managers 
shall be in writing signed by any two of the following officers of the Managers, 
to wit: President, Vice President, Secretary, Treasurer or Assistant Treasurer, 
and such other officers as may be designated in a resolution of the Board of 
Directors of the Managers, certified by its Secretary. If successor Managers 
be appointed pursuant to the provisions of paragraph 4, above, instructions, 
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directions or notices from such successor shall be signed by such person or 
persons as shall be designated by such successor Managers. All instructions, 
directions or notices to the Depositary from a Member shall be in writing signed 
by its President or one of its Vice Presidents or other duly authorized officer, 

10. If prior to the receipt by the Depositary of any notice, request or instrue- 
tions from the Members, as herein provided for, the Managers shall have notified 
the Depositary, in writing, that any of the Members has become a Defaulting 
Member under or has withdrawn from the Agreement, the signature of such 
Defaulting Member or retired Member shall not be required upon such writ- 
ten notice, request or instructions, and the Depositary shall act upon such 
notice, request or instructions signed by a majority of the Members exclusive 
of the Member or Members named in any such notice or notices from the Man- 
agers as a Defaulting Member or as a Member who has withdrawn from the 
Agreement. 

11. If the Agreement shall be amended at any time by the addition of another 
insurance company as a Member, this agreement, upon receipt by the Depositary 
of written notice from all of the Members including the new Member, of such 
amendment, shall thereupon without any further act be deemed amended by 
the addition of such new Member as a party to this agreement, and such new 
Member shall'be a Member within the meaning of this agreement. 

12. This instrument shall be construed and the powers and provisions herein 
contained shall be administered, exercised and carried into effect in accord- 
ance with the laws of the State of New York and the rights and obligations 
hereunder of all persons interested or claiming hereunder or appointed hereby 
shall at all times be regulated by that law notwithstanding that any of the 
Members may be corporations organized under the law of another state. 

In witness whereof, the parties hereto have hereunto set their hands and seals 
as of the day and year first above written. 


AETNA CASUALTY & Surety Co. 

CENTURY INDEMNITY Co. 

HARTFORD ACCIDENT & INDEMNITY C%. 
MARYLAND CASUALTY Co. 

NEW AMSTERDAM CASUALTY Co. 

UNITED STATES Fipvetitry & GUARANTY Co. 
UNITED STATES AVIATION UNDERWRITERS, INC. 
Tue New YorK Trust Co. 


AMENDMENT TO DEPOSIT AGREEMENT 


1. Subparagraph (c) of Paragraph 3 of the Agreement of May 3, 1938, is 
hereby amended as of December 31, 1938, to read as follows: 

“(c) To pay the net income from the Fund (which shall mean the net amount 
received as income on investments plus profits, if any, on investments sold, less 
compensation of the Depositary, losses, if any, on investments sold and other 
proper charges) to the Members, except Defaulting Members notified to the 
Depositary as such in accordance with paragraph 5 below, semiannually on or 
about the twentieth day of June and December in each year, such net income to 
be distributed to the Members in proportion to their respective shares in the 
Fund as ‘they existed at ‘the preceding June 30 or December 31, whichever date 
was later.” 

2. The Travelers Insurance Company and The Travelers Indemnity Company, 
both of Hartford, Connecticut, are included as Members under the Agreement of 
May 3, 1938, from the date on which the Managers first deposit sums of money 
with the Depositary on behalf of The Travelers Insurance Company and The 
Travelers Indémnity Company ; provided, however, that for all purposes requir- 
ing notification or action by the Members, The Travelers Insurance Company 
and The Travelers Indemnity Company together. shall be considered as a single 
Member, except that for all purposes’ of notification notice shall be given to or 
by both. The Depositary shall, however, treat each Company as a separate 
Membér for all other. purposes ‘of the Agreement, including the maintenance of 
separate accounts for each Company thereunder. In the event that either The 
Travelers Insuraneé Company or The’Travelers Indemnity Company shonld at 
any time in the future withdraw from the’Deposit Agreement, the other shall 
continue with all the rights and obligations:of a Member thereunder; if either 
The Travelérs Insurance Company or the Travelers Indemnity Company. should 
at ‘afiy time becomie a Defaulting Member, the signature of the other shall not be 
required upon any written’.notice, request, or instructions delivered to, thé 
Depositary. 
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AMENDMENT T0 Deposir AGREEMENT 


1, Subparagraph (a) of Paragraph 3 of the Agreement of May 3, 1938, is 
hereby amended as of December 15, 1948, to read as follows: 

“(a) To invest and reinvest the principal of the Fund in United States Treas- 
ury obligation which are marketable (provided, however, that not more than 
fifty percent (50%) of the amount of any investment or reinvestment shall be 
made in securities maturing more than. five years from purchase), the Deposi- 
tary having full discretion as to the price at which such securities are to be 
purchased or sold in the absence of instructions from the Managers; provided, 
however, that the Managers may from time to time instruct the Depositary to 
keep the Fund or.a portion thereof in cash. The Depositary shall comply with 
all such instructions of the Managers if, but only if, in writing and accompanied 
by a certified copy. of a resolution of the Advisory Council referred to and 
designated as such in the Agreement supporting such instructions; and”. 

In witness whereof, the parties hereto have hereunto set their hands and 
seals as of December 15, 1948. 


AETNA CASUALTY & SuReEtTy Co. 
AMERICAN SURETY Co. 

CENTURY INDEMNITY Co. 

HARTFORD ACCIDENT & INDEMNITY Co. 
MARYLAND CASUALTY Co. 

MASSACHUSETTS BoNnbDING & SuRETY Co. 
NEW AMSTERDAM CASUALTY Co. 
STANDARD ACCIDENT INSURANCE CoO. 

THE TRAVELERS INDEMNITY CoO. 

THE TRAVELERS INSURANCE Co. 

UNITED STATES Fipeviry & GUARANTY Co. 
UNITED STATES AVIATION UNDERWRITERS, INC. 
Tue New York Trust. Oo. 


In witness whereof, the parties hereto have hereunto set their hands and seals 
as of December 31, 1938. 


AETNA CasuALty & Surety Co. 

CENTURY INDEMNITY Co. 

HARTFORD ACCIDENT & INDEMNITY Co, 
MARYLAND CASUALTY Co. 

NEW ARMSTERDAM CASUALTY Co. 

THE TRAVELERS INDEMNITY Co. 

THE TRAVELERS INSURANCE Co. 

UnItTepD States Fipetity & GUARANTY Co. 
UNITED STATES AVIATION UNDERWRITERS, INC, 
THe NEw York TrRusT Co. 





AGREEMENT BETWEEN ZURICH INSURANCE COMPANY AND UNITED STATES 
AVIATION UNDERWRITERS, INCORPORATED 


Whereas, Aero Associates, Inc. (hereinafter.caled Aero) ‘ig Underwriting Man- 
ager for Zurich Insurance Company (hereinafter called Zurich) as:to all classes 
of Aviation Insurance, and Zurich as sole owner of Aero has decided that Aero 
will cease operation on March 1, 1958 as to new and renewal business, and Zurich 
has made application through United States Aviation Underwriters, Incorporated 
(hereinafter called U. S. A. U.) to become a member of the Hull and Casualty 
Sections of United States Aircraft Insurance Group and Canadian Aircraft Insur- 
ance Group (both said groups being hereinafter called U. 8. A. I. G.). 

Now, therefore, Zurich and U. 8. A. U. do hereby agree each with the other as 
follows: 

1. Zurich will cause Aero to cease on March 1, 1958 the underwriting of any 
new or renewal aircraft insurance risks provided that after said date it may issue 
policies pursuant to quotations or binders outstanding prior thereto. 

2. U. S. A. U. will pay to Aero or its assignee five per centum (5%) of the net 
premium charged for each policy written by U. 8S. A. U., renewing a policy written 
by Aero and in force on March 1, 1958, and an additional five per centum (5%) 
on the net premium charged for the first renewal by U. 8. A. U., of any such policy 
except that no payment shall be made by U. 8. A. U., to Aero or its assignee for 
any such policy (other than Workmen’s Compensation) written by U. 8S. A. U., 
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for any Scheduled or Non Scheduled Passenger or Freight Airline or Certificated 
Helicopter line. Payment by U.S. A. U. to Aero or its assignee in no event shall 
be for more than two policy years. Nothing herein shall impose any obligation 
on U. 8. A. U. to write any such renewal business and it shall determine the rates, 
terms and conditions thereof and commissiéns applicable thereto. 

8. U. 8. A. U., agrees that, as to all aviation insurance business now written 
by Aero, which is hereafter renewed by’ U. 8S. A. U. on a Zurich policy form, 
it will honor the quota share treaties covering the reinsurance of such business 
which Aero has entered into until either their termination by agreement or by 
notice or by their expirations on December 31, 1958. Zurich will give prompt 
notice of termination of any such treaty which provides therefor. U.S. A. U., 
will aid and assist Zurich and Aero in negotiations for the termination of any 
such quota share treaty upon request by Zurich. Zurich guarantees the per- 
formance by such quota share reinsurers of all of their obligations under such 
treaties. 

4. U.S. A. U., will recognize the present agents and brokers on business in force 
through Aero provided however that no agent or broker will be recognized as the 
sole agent or broker in the absence of a sole Agent or Broker Letter of Record 
addressed to U. 8. A. U. 

5. U. S. A. U., and Zurich will collaborate as to the disposition of the staff of 
Aero with U. 8. A. U., reserving to itself the final decision as to which of such 
staff, if any, it will offer to employ and on what terms. 

6. U. S. A. U., recognizing that Zurich may have problems in respect to the run- 
off of business inforce written by Aero, will aid and assist Zurich to the end that 
such business may be properly serviced by assisting in the matter of any under- 
writing problems which may arise in connection with such business and by super- 
vising the handling of such hull and liability claims (new or outstanding) as 
Zurich may request and which U. 8. A. U., considers it can properly supervise 
without prejudice to its own commitments or outstanding insurances, such under- 
writing assistance and claims supervision to be on terms to be agreed upon. 

7. Zurich’s acceptance by U. S. A. I. G. being a prime condition of this agree- 
ment, it shall be void if Zurich is not accepted as a member of both the hull and 
casualty sections of U. 8S. A. I. G. by March 1, 1958, in respect to new and re- 
newal business the effective date of which is at or after midnight December 31, 
1957. No announcement or release concerning this agreement, shall be made by 
either party until Zurich’s acceptance in both said sections and until Zurich has 
had time to advise its U. S. Quota Share reinsurers, Eagle Star Insurance Co., 
Ltd., Universal Insurance Co., and Aero’s staff of the facts, which Zurich will do 
with utmost dispatch. Thereafter such announcement or release shall be made 
by Zurich in such form as U. 8. A. U. shall have first approved. 

8. If Zurich is accepted as a member of the hull and casualty sections of 
U. 8. A. I. G., it will accept such participations in the group as U. S. A. I. G. 
may determine and it will agree to all of the terms and conditions of the agree- 
ments now in effect among the members of the said sections. 

9. Zurich will hold U. S. A. U. and the members of U. S. A. I. G. harmless 
from any claims against it or them arising out of the ceasing of operations by 
Aero or the termination by Aero or Zurich of relations with other insurers, 
brokers, agents or assureds and will defend it and them against any such claims. 

In Witness whereof, the parties hereto have hereunto set their hands this 2ist 
day of February, 1958. 

ZvuRIcCH INSURANCE Co. 
UnITep States AVIATION UNDERWRITERS, INC. 
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Foreign scheduled air carriers insured, in whole or in part; in the USAIG as 


direct business covering hull and/or aircraft liability beginning with policy 
ear 195 
? 4 [X indicates insured in USAIG; — indicates not insured in USAIG] 








1954 1955 1956 1957 1958 
| 
Hull | Lia- | Hull | Lia- | Hull | Lia- | Hull} Lia- | Hull | Lia- 
bility bility bility [bility bility 
IND... <n cssiablinaniemicneis x x —_ ~ — — — — _ ~ 
Ariana Afghanistan) ----_..........-.-- _ _ _— _ _ — x x (2) (%) 
Avensa (Venezuela) ............---...-- x x x x x x x x x 7 
a in wiclniaaraio ences x xX x x v3 x x x x x 
SAD CEMA)... occa cnnecccnenn x x x x a a x x x x 
ee oe ea ome x x x x > xX x x x x 
as ncccnnemeandads aaumm x a x x x x any ae x x 
Faucett Cee) ll ca a ae x x x x 2 = x x (3) (4) 
I D4 a x x x x — a _ (5 
OE SO ea x x x x x = x XxX x x 
SD CPTRRICOIIIOD . ... wnccpecccnesences x x x x x x a x (2) (*) 
Ne a Lacs caliente —_ _ _ _ — x Zs x x (*) 
Sabena (Belgium) ....-............--.-- x _— > 4 — -— - ~ os —|j—- 
ED, nt ccdmasmuich wombs x x x x x x x = x x 
Tasman (New Zealand) _............--- — x x x x - x e x x 
meee Austration..........-..........-.- _ _ _ _ _ _ x x (4) i) 


1“In part’”’ means (a) a portion of the entire fleet or (b) all of certain specified aircraft or (c) a portion of 
certain specified aircraft. 

3 Lost to London. 

* December renewal. 

4 June renewal. 

October renewal. 

‘July renewal. 





33077——59 





20 





fs 
Es 
M2 
5 
a 
a 
6 
z 
Pe 
5 
M 
qj 


THE 


q0U_ [BNUUS OSLIOAV UB S}UdSdIdel EIS‘ ZER*b$ JO TYOId BuPIMJepuN jou IVIA-OT OL, 


| 
| 940 ‘802 


G10 ‘t21 qt % 


IGF ‘691 ‘694 


£06 “82 
999 ‘226 ‘T 


oss ‘LE8 


| $29 “PS 


829 “19 


OFS “ST 
$SF “LLT 


19 “800 ‘L 


190 ‘@z¢ ‘IZ 
ZBE ‘L89 ‘82 


| 86h ‘oF 
264 ‘018% 
PLE ‘98 


“286 ‘Ize ‘ ‘e 
L08 ‘6LI “e 


OIF "19% z 
LIL ‘OFF ‘L$ 


£66 ‘882 ‘08 
98¢ ‘oLe oo 


OBI ‘IZI ‘61 
£SL ‘LBP ‘8L$ 


[830.L, L961 











70 Sp ‘aaisnpour ‘LO6] 


| 966 ‘B2Z 
£24 “608 


ZeL ‘99 


L68 “1% 
262 


026 "489 


| STS ‘O16 “€ 
SEL ‘S6b ‘b 


‘blz 





el ‘881% 
998 “989 ‘8 


| 00F C61 % 
| 99% ‘Z88 ‘ors! 69 “SIL ‘L$ | OF0 ‘EEF ‘6S 


{ 


9961 


918 616 
ver ‘602 


Sel ‘Ze 


Il ‘61 
062 ‘LET 


‘894 ‘eel fl 


989 ‘60L ‘T 
Ob ‘SES 'Z 


bel ‘¥E8 % 
PRS ‘ZL9 ‘g 


| $90 “EF0 % 


Sg6l 


| 
| 


e1¢ 





629 ‘£40 * 


‘$91 ‘092 


ILE ‘99 


Lbl ‘92 
9¢9 ‘L9I 


rel “bi 
996 ‘006 


SZI ‘96 


ose ‘OL 


O18 ‘8E0 ‘I 


0 ‘68% 
9¢0 ‘9 


‘9% 
‘601 


692 ‘OE 
602 ‘Z8T 





ves ‘208 ' I 


“¥60 ‘L08 ‘Z 
828 ‘O19 ‘S 


‘ggg 'g 
‘69T ‘2 


"E92 ‘% 


reo 


170 
Le3 


PS61 


| aes ‘9 


9BL 062 " 
8S¢ “LI8 


916 ‘88 ‘I 
GLP ‘IOL ‘t 
‘192 


t 
92 I 
‘9$ 


GEL ‘78h 


e961 


S88 ‘168° I 966 ‘COL 


“98e ‘880‘ 
EL ‘O9L ‘T 


920 ‘99 
Z98 ‘E99 ‘g 


LSI ‘62 ‘2 
026 ‘600 "b 
bO8 ‘129 “T 
BCL ‘LES “S$ 


Z8Z ‘£09 ‘E 
. wel tal 2 
619 “8Z0 z 
| 92 “SSI ‘6S 





ZS61 TS61 








eel "1Z9 
698 ‘181 


SIP ‘OT 


SbZ ‘6% 
102 ‘IFT 


109 ‘608 


| 696 “S62 ‘T 
OLS ‘E09 % 


“688 ZL10 ? 
096 “$29 '9 


LT0 ‘226 ‘T 
LL6 a9 "S$ 





L961 ‘OG ‘aon 


| £88 > ‘299 





ZbL ‘SOP 


OF9 “SPI | 


¥E6 ‘9% 
660 ‘LIT 


Shr ‘806 ‘I 
9Z8 ‘SZ0 


| 
| £10 02 


698 


pSP 
62h 


LOGI Ul 6Z PUB SFEI UT dno1d oy) UT sefUBdUIOD JOqMIeT 


@ L0G 


49 


“LI 
“esl 


268 ‘126 


al 


€‘60'% | 


609 ‘0Z0*E | 


166 ‘$88 ‘Z| 
89ZL ‘016 * vy 


Zoe ‘OR ' I 


[L0 ‘168 “9S 





6F6I 


cep 2 
| FO "Elz 


0) gré6r ssvah farjod ‘sso? pup pford Burptunsapun fo Juawanjig—uoroas 2)ny 


| -Ul00 sso] 


% 
'g 


261 


¥0L ‘999 ‘T 
R6L “B9L ‘O$ 


‘dnoigy auninsuy pf{pio1p 


SP6I 


SASUIAXY (BIO, 


osuo 


Soxe} wintureid 


(ssop) 1goid ZupyAMsopun IN 


L 


ixo 


dO eul0Yy pus [eso ‘soyddns Adod 
UBINSUIO UO XB) CuUIRYs [BIOpeg 


eg 


‘susuvdx y 


‘peulee 


Pp 


ea 


) SOUBINSULYY 


[V1IO.L 


SS]UIUIO0D [B10], 


peusee surntueid 


Iwok AdTIOd 


$a7D19) 


jou [BIOL 


paituy 








— 
oS 
oD 


THE INSURANCE INDUSTRY 





“Auvduioo aed zz‘ sz jo qg01d 







































































jou [enuUs o8BIBAT UB SJUASeIdaL LOP‘ZZT‘E$ JO JYOId BuyjJAMJepuN 4ou IWOA-OT OU, “L961 Ul LT PUB SPET Ul Anois 94} UT sorUBdUIOD JoqUIONI U0}}00s AI[BNSBO OT B1DA\ 9.19, | —'ALON 
i or ! —- oe mawrecy “= rm 
LOb ‘ZLT‘E 220 ‘I? 096 ‘SOT | 96 ‘pie ogee ‘ogg 668 ‘EIL | SST ‘Z8P 860 ‘062 T1Z ‘Z1¢ 296 ‘LOT | 908 ‘299 “"""(sso]) 1yoid 3uyjp1Asepun gon 
800 ‘169 "2 186 ‘69h | “928 ‘sco r 829 ‘I8 192 ‘ZSP L09 “LbP SSS “SL FFE ‘689 008 ‘E92 | 298 "8s¢ Ly ‘199 7.2 he ~""""""""SQSUadxd [BIOL 
ZIL ‘66 ‘T 6F1 ‘961 E8b “12Z | Z61 ‘Z0Z FSI ‘OST £60 ‘8ZT | S18 ‘60¢ 100 ‘002 | 80I ‘Tez LZ1 ‘HOI | 98¢ ‘091 jo Be BRS eS esuedxe s0ygo 
eur0y pus [edse, ‘sayjddns Adryjod 
| ‘asm dx nveing ‘s}pne ‘suo}joodsuy 
ZL9 ‘189 ‘T Z18 ‘9g TeZ ‘$8 OFE ‘ee LL1 ‘OL 691 ‘ZL | $09 ‘S8z | 180 ‘e9% 006 ‘92z | 296 ‘ZEz OF6 ‘EZ a, ~---9suedxe SUIPRIO 
| | pe} BoO][VUN PUB DOJO SUIIBIO [VIZUa_ 
Z8Z ‘TZ 028 ‘OL £29 ‘ST | 198 ‘Iz LLL ‘IZ ZT ‘61 98E ‘Ez | 11e 9% 88 ‘62 | FPO ‘lz 8ZE ‘ZZ "" >“ gOUBINSUJ@l TO XB} dureys [BIepeg 
T¥E ‘E46 ‘T 6FT ‘96T ERP ‘LZZ ZBI ‘20S PST ‘OST £60 ‘SLT | ¥Pb ‘806 | 100 ‘002 SOL'TeS | La1 ‘PO 988 ‘O9T rT ~~“sexe} unyjuesd o938 
| :sosuodx | 
OLP ‘E98 ‘8 606 ‘80F =| 82 ‘269 | a49 ‘991 | $69 800‘T | 206 ‘O9T‘ t | 806 “¥06 * 1 ehh ‘626 | TZ ‘G22 ‘I 618 ‘OFZ Wad “PIC ‘I 7. oe Loebeet coe “-"-="""9O URIBE 
SI ‘669 ‘21 | 9FO'00T‘T | 896‘068‘T | IIc ‘Foe‘z | e9z ‘sort | see‘esT‘T | Hoe ‘zoe‘T | I20‘R80'T | 668 not | oe zs | ove‘zer » [o--2o7t7722ooro0 22 pOIINOU] SASSO JON 
$29 ‘Z9S ‘IS | S96‘809T | E92 ‘see's | Ses ‘OLr'Z | Bee'bLI'Z | Soe ‘OsE'T | IL ‘908'% | 90°890'% | TT9 ‘ESE cy cox | ON wey, |) “xi ~~ “suojss}ul 
| “00 sso] ‘pees suIN|ueId: JON 
096 ‘tet ‘ze | to‘zst‘e | goz‘scz‘e | ez‘ocr‘e | ¥zP‘6I6‘Z | ozs ‘zoz‘z | 680‘ez‘e | ZZI‘zIb‘e | TEP ‘Boe So wen 19 aes) 1 pepee souemsuley 
GSo FIZ ‘eo | 266 ‘S69‘F | Lon ‘9ne'9 £09 '268 * ‘9 | ese ‘60S | Ter ‘ez0 ei 208 ‘OLZ‘S | LEZ ‘O8P‘S | SpO ‘SIL £20 12h‘ | FOF Glo MPR Lewd cok abcce oa ae eee 
ZI8 ‘691 ‘FI | S6E‘9SF‘T | ISh‘O89‘T | Soo ‘OOF ‘T | 199 ‘288 ‘I O88 ‘21F ‘T “Ble ‘609 ‘T | 699‘18h‘T | FIG ‘ese Ch6 ‘Sez ‘TI | Ez¢* 191 ‘T ee to, ce “""""""SUO|SSTUAULOD 7BI0.T, 
268 “$28 ‘2 G68 ‘ZST ‘9$ | 80690 ‘S$ | SET ‘86Z ‘LE | CEE *ISE ‘9S | TIO ‘TH ‘OS | FL0 ‘OPE ‘ZS | 206 ‘1969S | LES ‘860 S$ | 626 ‘6b9 ‘S$ | 190 ‘FZ ‘S$ ~~~ 77“ "~~ potwe sUINJUIeId You [BIOL 
1830.L L861 9g6T Sc6l $961 | £961 | @g6r 1961 Og6! 6F6I |  SF6T 
j | | 








L961 ‘08 "AON 
7D sp ‘aaisnjour ‘,0G] 02 EYE] savah fiayod ‘sso) pun pfoid Burpumsapun fo puaumawig—uorpas fiyonsvs ‘dnoisy *uUDINSUT YfDLIALY S9IOIG pazeus) 


b 
3 
‘a 
rs 
a 
Gj 
i 
o 
¢ 
oe 
bh 
4 
a 
E 


(s1) 
(1) 
x 
(sr) 


MMMM KEE MoME | 
Ko MMMM SEM OME S 


al alalalatal 


MMe) 
conn 


aouoooe 

PIII 
a= 
KOS 


(») é 
os © 
: : 
os (1) 


44 Ay 
“4 | IM@H |} -i4 
BT -8YT 


“19 1H 


“BT 


mH 


8961 L961 9861 


pasnsur ‘pavog sounpuosap 71019 fq paynubisap sv ‘84at4109- 41D 4a 


"GUMIG 11BMOIg 04 SOT 9 

"pezepooss y WIAA POINsSUy 9»; 
"S8]BIDOSSY O10Y 0} 4SO'T gy 

"SOUl'T ITV 44820 WIA peso ci 
"$10}}1MJOPUQ UOPBIAY peivpossy yy 
‘ouy ‘shemity Dlusig WIM poss o1 


"S10}}IMIOPUL) UOTVTA Y PoOBPOOsSSY 0} 4807] 5 


(s) 
D4 
(») 
x 
(e) 
x 
x 
(i) 


44 


“4 | 18H 


mi | 


Kd EE bbe 


mi KE 


~~ = @ 
Sew 


4 x 
(s) (e) 
xX — 
x x 
() (1) 


Ay 
“19 
“eT 


“4 | 18H 


“BVT 


“Iq 
“BIT 


mH 


£961 


MMMM KEES S | 


~ 
~ 


mi | 


x 
(e) 
x 
() 


mH 


e961 


- 
(e) 
x 
(5) 
x 
(e) 
> 
() 
44] 


“11g 
“Bry 


x 
(1) 


1H 


1961 


2hKoO 


MMM IKE 


_—— 
~~ 
—— 


| | APSR | 


DADA Bd bd ba 


2KKS K 


~ 
~~ 


| bade ib 


am 
~ = 
—~— 


Dd bd bd be bd bd be be 


SH MM | KM 


MM EHS 


SKK | 


: | bdbabe | bape 


* 


() 


| 


MMM EMS 


lM IME IM 


=~ 
. 
~~ 


*“ 


(1) 


‘Pabe DAK | badd 


abd bt ieee 


“SOUTLATY WBVOD 380M IPM POBIOW « 
“uopuo’y , 

“SOUPT ITV 83[9C UIA posi0yW » 
"SOPBLOOSS Y OIBY ¢ 

‘GiWIg WBMeIg ‘UOPUOT 0} YSO'T » 
“SOUPLIFY 40fU01T OUT POAIOW ¢ 
“A[UO SS00X WJ ¢ 

‘uOpUuo’y 0} 4S0J ; 


“U9 YON) [81jUeD UysMOOST A 
ne “""“BASBLV WIAA 


“""""""SUNOL, SUBLT, 


UB;INe[y eAsey 
-"- eu} J 


qBOYIION 
SABUMITY YIOX MAIN 


queuyqUeg PI 

sABMI]V¥ SojeZuY so’y 

[813U9Q eye] 

cor wenc coo rernnrr tite merT 
eaydu y 


ores eeeenre="93BAODIOO 
[eyWeUT}U0D 

“ooo a" =="=" "ESE INOG wp OFB1qGD 
wee eee wn enn n nnn nneeene sesual[eyO 
oUByTy WeeqqIeD 


1nH 


Ay 
“19 
“BIT 


mH 


6F6T 


[DIVSA Uy posnsuy you soywojpuy — ‘HI VSN Uy pesnsuy sezeoypuy xX] 


Ay 


“4 | 18H 


“BIT 


8P6I 


8réel 4vah farod ym buruurbaq orvsn ay) ur Ajrjrqnt) 7fo19410 40/pun zjny sof 
uassvd 4ajdo0o1j0y pun ‘svesseao ‘7011072149} ‘9010498 7090] ‘yun4s) 89IDIg papuL 








** L/OSt LO SvOWSart Omit. 


*® Merged with West Coast Airlines. 


* London. 
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JUNE 2, 1958. 


LIsT OF INSURANCE COMPANIES THAT APPLIED FOR MEMBERSHIP IN USAIG SINcE 
1948 anp Nor Actep UPon To DATE 


South Carolina Insurance Company, October 3, 1955. 

The Yorkshire Insurance Company, December 5, 1955. 
Northern Assurance Company, Ltd., 1956. 

Northern Insurance Company of New York, 1956.1 
Washington General Insurance Company, 1956. 

Pearl Assurance Company, Ltd., United States Branch, 1956. 


United States Aircraft Insurance Group quota share reinsurers and the per- 
centage of gross writings ceded under their treaties, as of Now. 30, 1957 





| Policy years 

| 1948 1953 1956 1957 
—_———_—_— oe Se ——_———— 

| 

Lloyd’s and English insurance companies-_--- 48.18 39. 65 29. 91 28. 49 
Imperial Guarantee & Accident Insurance Company of Canada. 1.76 1,17 1.07 1. 05 
Se NINN ORD ss x oo Scsea ci ca doeccnsnsc ceca cctecesayscSimeseee 2.11 4.63 4. 84 
CI. . 1M. cacébapgeapan ussecsnnndetintslabéupnnenslaaaleusses 1. 89 1. 86 
SE TnED SRMMNOING TGs s BAM. nc nc oak 5 wean Sure obne lone rawewwulasouencess 1.89 1. 86 
SINE GI Bh iio n naan ababeiepheans vanes ibeb bes oan anindewahsebwestane 1.89 1. 86 
Sociedad Anonoma de Reaseguros Ware ... 1 aoe se. suuahoae neers 1.15 1.15 
General Reinsurance Corp Ce ee ee 1. 95 1.91 
The Reinsurance Corpesaticin’ ae iew Vek... RE chide eeseced 1. 85 1.81 





hy 
| 
| 
| 
| 
| 


United States Aviation Underwriters, Inc. 





Year | Net premiums Net comniis- 








TT ! 
Year | Net premiums | Net commis- 
written ae sions written sions 

_ — a —_— -— + 
a cette Secoriniel $12, 994, 207. 31 Oh Ger ee te Sl con ccsniniee _| $15, 064, 480. 82 | $1, 852, 466. 63 
Se ecencisccecinted 12, 397, 470. 84 1, 562, 911.05 || 1954..........._....| 14, 878, 129.68 1, 782, 211. 82 
DG. ccccecececenesl sae ne SE TO Oe FE Beiiecenscacccanes 14, 936, 254. 76 1, 820, 123. 32 
Ns tk Secodewwneten 14, 425, 851. 65 1, 638, 403. 41 1956.........-......| 16, 469, 418. 77 1, 963, ss 
ER 15, 531, 827. 33 1, 832, 800. 44 || 1957._............-.| 22,393, 279. 25 2, 435, 593. 


1 Understand this company has since joined Associated Aviation Underwriters. 
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United States Aircraft Insurance Group—Policy year experience to Nov. $0, 
1957, excluding foreign 


SCHEDULE NO. 1 (SUMMARY. OF SCHEDULES 1A4-1B)—AIRCRAFT HULL (COMBINED) 





Incurred Paid Insses 
Net direct lr sses in- ineludin: Loss reserve 
























































Policy year premiums | cluding allo- allocate Nov. 30, 1957 4 
written cated claim claim ex- Bs, 
expense pense 
ii tead aati ai Be) Peri ee 
Scheduled airlines: 
ee $893, 643 $718, 479 eae ats 80. 40 
ex <tc taticdisdhéeedititdnaetbsinimptstiecis 3, 668, 169 1, 786, 804 Ac Caemnchacui 48.71 
acne RE Sd cs ccenieh cena eninge 2, 207, 472 1, 288, 663 1, 288, 413 $250 58. 38 
Dd. cts it aceite «dees 5, 638, 919 4, 188,153 4,018, 853 169, 300 | 74, 27 
se tte ae add ali 3, 917, 659 3, 464, 825 1, 698, 625 1, 766, 200 88. 44 
EE Pe ee ee eee 16, 325, 882 11, 446, 924 9, 511, 174 1, 935, 750 | 70, 12 
Industrial aid risks =) c a ic ’ 
eR A | 1, 177, 649 52h, 278 SE Ta cencuguesaciacal 44. 69 
RA RRR EE 1, 265, 479 392, 745 ID RinectaGasdsadiinel 31. 04 
ED aks detttlibianmdeankeiiderideven dite 1, 243, 665 457, 526 454, 026 3, 500 36. 79 
aN 1, 392, 268 1, 041, 283 1, 017, 783 23, 500 74. 7 
DT Nig wisctniccbncwunecatesctenns 1, 532, 542 465, 097 246, 272 218, 825 30. 35 
sense essen esses nae ptar serene epeerneastnnnsepniantsenatmiiaeeatatient, 
Gdidididuntebucvighstceks 6, 611, 603 2, 882, 929 2, 637, 104 245, 825 43. 60 
Flying services a "1 
a 569, 412 1, 656, 612 SCRE GIG Misiccndieesius 290. 93 
I leet 506, 308 133, 721 BE 40. Bich. densi wesatins 26, 41 
I ion ais hina cee sili aatinds 756, 725 | 164, 501 144, 501 20, 000 21.74 
Be. ch Miblibcacher shtuiseaiat tieiae 441, 782 301, 584 RO ee eee 68, 27 
SE biG tc cibedeeu-wdeienaeeetes 497, 870 141, 920 93, 070 | 48, 850 28. 51 
ie ee | 2,772,097 | _ 2,898,338 | 2, 329, 488 | 68, 850 | 86, 52 
Manufacturers: | sb: | se | hm iv re 
ws duos il a ie ta 314, 975 | 35, 700 a ceca ol 11.33 
a rr at ee | 774, 152 | 239, 408 | 239, = egeabe 1 30. 93 
ee | 637, 128 | 75, 959 | 959 75, 000 | 11. 92 
ee | 357, 132 | 730, 919 730, 919 |_______- | 204. 66 
a iselicdli a ier dni tie Ria an 341, 945 | 63, 995 | 3, 995 | 60, 000° | 18, 71 
I ed at itis | 2, 425, 332 | 1, 145, 981 | 1, 010, 981 135, 000 | 47. 25 
Private pleasure risks: = ee STE eo . ~ | == : a 
I eee eo oe 183, 957 114, 886 114, 886 } eriidaberncpientie -} 62. 45 
I ee Se ee, 2 ketene 220 168, 427 | 71, 610 71, 610 |-------- ; 42. 52 
Siitetdisthieddinge eden ena ote | 170, 487 | 72, 192 | 71, 767 425 | 42. 34 
ia iaidedhipitiesnisthcimibidandidiiniapinieictaertomiie | 278, 479 | 220, 727} 207,477 | 13, 250 | 79. 26 
ee eeas nt ee ee | 358, £69 | 103, 183 66, 233 36, 950 28. 78 
| = _ =jeu a a NEE 
TotebrisLswswuiid. telLi asd L, 159, 919 I 582, 598 531, | 973 50, 625 | 50. 23 
All combined: a ro | Ts | eel 
Es auaiinciecrabeties acter cen | 3,139, 656 % 3,051,955 | 3,051,955 |_........._-- 97. 21 
a i A 6, 382, 535 } 2, 624, 288 B,D Acecceonese ll 41,12 
I a Te : 5, 015, 477 | 2, 058, 841 1, 959, 666 99, 175 41.05 
a Rs deeded, Bnccy tel 8, 108, 580 | 6, 482, 666 6, 276, 616 206, 050 79. 95 
aT | 6, 648, 585 | 4, 239, 020 2, 108, 195 2, 130, 825 63. 76 
ee ee eee eee 29, 294, 833 | 18, 456, 770 16, 020, 720 2, 436, 050 63. 00 
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United States Aircraft Insurance Group—Policy year experience to Nov. 30, 
1957, excluding foreign—Continued 


SCHEDULE NO. 1A—GROUND COVERAGES 





Policy year 





Scheduled airlines: 
1953 


ndustrial aid risks: 
1953 : 
1954. _- 
1955... 


Flying services: 
1953 
lirics 


et ey 3 ee 


e0...... 
1957... 


Total. 


Manufacturers: 
1053... 


ee 


OO aos 


Private pleasure risks: 
1953... 
1954... 


1955... 


All combined: 
1953... 
1954... 
ABYSS 
1455... 
1957... 


ge eGe caicccue 





| 
aul 















































Incurred Paid losses 
Net direct losses including 
premiums including allocated Loss reserve | Loss 
written allocated claim Nov. 30, 1957| ratio 
claim expense 
expense 

$268, 857 $24, 008 Di ieweccwnccues 8. 93 
617, 333 34, 291 34, 291 | * 5. 55 
656, 476 434, 533 434, 533 wet 66. 19 
1, 551, 976 58, 657 53, 357 $5, 300 | 3.78 
1, 209, 329 1, 487, 013 5, 613 } 1, 481, 400 | 122. 96 
4, 303, 971 2, 038, 502 551, 802 1, 486, 700 47. 36 
504, 594 85, 484 NE ee ocd 16. 94 
531, 581 110, 913 3 | ce 20. 86 
356, 408 129, 301 125, 801 3, 500 36, 28 
360, 391 127, 624 110, 924 | 16, 700 | 35. 41 
369, 667 109, 364 43, 589 | 65, 775 | 29. 58 

| _ - _ | eS 
2, 122, 641 562, 686 | 476, 711 85, 975 26. 51 
259, 938 257, 765 257, 765 a 99. 16 
210, 162 18, 815 18, 815 |_- . 8. 95 
258, 683 68, 564 68, 564 26. 51 
161, 362 64, 549 64, 549 : | 40. 00 
149, 472 12, 160 9, 060 3, 100 | 8.14 
1, 039, 617 421, 853 418, 753 | 3, 100 | 40. 58 

| —— — | - ns 
90, 379 | 35, 700 SID tern talaotiistiateidhcania 39. 50 
163, 165 63, 089 | 63, 089 |_. 38. 67 
171, 510 75, 959 959 | 75, 000 44. 29 
148, 556 | 1, 579 1, 579 1. 06 
89, 933 60, 000 60, 000 66. 72 
663, 543 | 236, 327 | 101, 327 | 135, 000 35. 62 
131, 249 | 50, 509 | 50, 509 | 38. 48 
114, 471 39, 609 39, 609 | 34. 60 
97, 349 | 32, 908 32, 483 425 | 33. 80 
115, 263 | 96, 299 | 87, 549 8, 750 83. 55 
133, 806 | 22, 808 | 18, 258 4, 550 17. 05 
592, 138 | 242, 133 228, 408 | 13, 725 | 40. 89 
TT —" ee = = | — — ———= 
1, 255,017 | 453, 466 | 453, 466 36. 13 
1, 636, 712 | 266, 717 266,717 | | 16. 30 
1, 540, 426 | 741, 265 | 662, 340 | 78, 925 48. 12 
2, 337, 548 | 348, 708 | 317, 958 | 30, 750 | 14. 92 
1, 952, 207 1, 691, 345 | 76, 520 1, 614, 825 | 86. 64 
| J aie Gi jane 
8,721,910 | 3,501,501 | 1,777,001 |--_ 1,724, 500 | 40.15 

1 i 
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United States Aircraft Insurance Group—Policy year experience to Nov. 30, 


1957, excluding foreign—Continued 
SCHEDULE NO. 1B—CRASH COVERAGES 


Paid losses 
Net direct including 
Policy year premiums allocated 
written ! claim 
expense 


$694, 471 

1, 752, 513 

853, 880 

3, 965, 496 

1, 977, 812 1, 693, 012 


9, 408, 422 8, 959, 372 


Loss reserve 
Nov. 30, 1957 | 








440, 794 
281, 832 
328, 225 
906, 859 
202, 683 


2, 160, 393 


237, 035 
129, 760 


1, 976, 485 








SRSRE 


21 Sesss 


oO 
= 








"976, 319° 
729, 340 
3, 995 





2, 598, 489 
2, 357, 571 

, 297, 326 
5, 958, 658 
2, 031, 675 


14, 243, 719 





oti een So 


oCreocoe oe 


eleanor 


toro > 


ervenooe 


petal airlines: 


THE INSURANCE INDUSTRY 


1957, excluding foreign—Continued 


PUBLIC AND PROPERTY DAMAGE LIABILITY (COMBINED) 


Net direct 
premiums 
written 


Policy year 


$1, 130, 028 
1, 179, 185 
2, 045, 416 
1, 524, 855 


ag 118, 690 


— 


522, 736 
599, 420 
669, 298 
871, 086 
1, 009, 911 





1, 280, 206 | 


| 
Incurred 
losses 
including 
allocated 
claim 
expense 


' 

Paid losses | 
including 
allocated | Loss reserve | 
claim | Nov. 30, 1957 | 
expense | 


$264, 520 | $18, 700 | 
386, 208 | 159, 528 | 
2,116,975 | 2,533, 535 
244, 067 | 638, 372 
115, 146 961, 758 
coe 


3, 126, 916 | 


4, 311, 803. 


30, 986 | 3, 500 | 
247, 762 120, 500 | 
168, 305 | 54, 000 
1, 093, 407 178, 625 
1, 536 | 


307 


United States Aircraft Insurance Group—Policy year experience to Nov. 30, 


SCHEDULE NO. 2 (SUMMARY OF SCHEDULES 2A, 2B, 2C)—AIRCRAFT PASSENGER 


Loss 
ratio 





3, 672, 451 


455, 487 
346, 260 
266, 906 
275, 058 
224, 797 





1, 541, 996 








466, 107 
35, 100 
23, 456 
10, 822 

4, 129 


539, 614 








z NEON 
181 S8axrs 


ZSan8 
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to 
12 
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THE INSURANCE INDUSTRY 


United States Aircraft Insurance Group—Policy year experience to Nov. 
1957, excluding foreign—Continued 


SCHEDULE NO, 2A—AIRCRAFT PASSENGER LIABILITY 





| 


Policy year 


Scheduled airlines: 
1953 





Net direct 
premiums 
written 


$866, 226 

920, 084 
1, 721, 309 
1, 130, 121 


878, 891 


losses 
including 
allocated 
claim 
expense 


$176, 147 


3, 279, 476 
718, 592 


Incurred Paid losses 


439, 384 | 


including 
allocated | 
claim 
expense 


$160, 947 | 
281, 356 

1, 669, 476 
101, 180 
29, 335 


Loss reserve 
Nov. 30, 1957 | 


$15, 200 
158, 028 | 
, 610, 000 | 
617, 412 | 
854, 868 





374, 185 
428, 343 
473, 086 
611, 477 


730, 21 | 


30, 636 
350, 162 
208, 203 


16, 573 


2, 617, 312 | 


1, 865, 276 


5, 497, 802 





1, 259, 702 | 


1, 507, 151 


2, 242, 204 


27, 136 
239, 662 | 
157, 203 

1, 081, 827 
1, 323 





244, 546 
180, 696 
113, 065 
129, 287 


111, 245 


15, 987 
39, 149 


514, 518 
13, 597 
11, 143 

102, 694 





20, 329 | 


440, 018 | 
13, 597 
643 | 

3, 194 
329 





3, 255, 508 | 


3, 500 
110, 500 | 
51, 000 
177, 875 | 
15, 250 | 


358, 125 | 


10, 500 
99, 500 | 
20, 000 | 








97, 082 


20. 33 
47.75 
190. 52 
63. 59 
100. 60 
99. 66 


8.19 
81.75 
44.01 

206. 01 








97, 690 
91, 788 
91, 604 
114, 184 
129, 266 


524, 532 | | 


4, 088 
11, 195 


134, 325 | 
7,019 | 


72, 276 | 








810, 239 
3, 502, 910 
2, 142, 200 

993, 381 


8, 304, 408 





228, 903 | 


855, 678 





762, 478 | 
541, 711 
1, 831, 410 
1, 187, 413 
37, 763 | 

| 


4, 360, 77 





1, 671, 
954, 787 
955, 618 


3, 943, 633 
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United States Aircraft Insurance Group—Policy year experience to Nov. 30, 


1957, excluding foreign—Continued 
SCHEDULE NO. 2B—AIRCRAFT PUBLIC LIABILITY 






















































































a 4 5 a 
| Incurred Paid losses | 
Net direct | losses including | 
Policy year premiums | including allocated Loss reserve Loss 
written | allocated claim Nov. 30, 1957} ratio 
| claim expense | 
expense 
33 Scheduled airlines: 
5 Rt Reaititc nis sisnesiecbiis meets ou $34, 231 | $351 ens \.. seeaasae 1.03 
2 hen acini erinsnce nered ellie daliiinserenet 34, 096 343 are oe 1.01 
9 hag cdRb edptnsciernss beioathatnswe 41, 444 1, 228, 311 330, 811 $897, 500 | 2,963.7 
) De Scltbelbigs .nasndh ib deewesee 57, 086 2, 642 142 2, 500 4. 63 
on Bae tnitiketmdeanitinss poaietasieindasntaaintatll 63, 249 8, 067 1, 567 6, 500 12. 75 
. epee Eger fnapeeppennepnspaysneesoe ee ceeeaeemncenenene 
” ca eas aedeetal 230, 106 1, 239, 714 333, 214 906, 500 538. 76 
19 Industrial aid risks: ; ier rT 
15 chet tia lisssuccancdh ate atrrcniennsea 48, 185 2 Oi... cake ee. 
i ai -onsienwelaperianpenied I ch ccecnesielenalid te cdhcderscnareinihsisiaie-al o> ow-nectle sails ahcpgmenielbs 
rt ccd detained e- aarceudinapiniarweees 60, 418 | 360 BET sinnincctthieuichend . 60 
D7 Ete Bonesnnocndinkhoneeaend . oo 600 GOP Ecddnccsesweredia . 76 
a len scieticcttnraten ce nt inceatl a i ae a a Soe eee bcsan sae 
7 he 327, 621 | 962 Se 29 
‘0 Flyingservices: §8#$§§. |... re T cos - ’ “a 
52 Cl eit schcikicinicisg hanes gern ie cide 88, 829 22, 579 1,079 21, 500 25. 42 
36 al Sanit 2st hein niiveish ch atentaie eine decal 70, 293 4, 155 1, 155 3, 000 5.91 
13 lll itaahilsdiki-ehiawibelevapiaceien 6 a 62, 036 6, 034 1, 034 5, 000 9. 73 
7 Sane daines haar nareiieceds aereeemennemmnet 58, 601 5, 754 754 5, 000 9. 82 
= ek ee ee enna weaken a 44, 428 |--------------]--------------]--------- woree|oeneene-e- 
<A MME oo essetenisindass bin pasoiatiaiaiia 324, 187 38, 522 4, 022 34, 500 11. 88 
[— == —————— 
0) Manufacturers: | 
50 lcd ddaimton ties tcon-chnekcbaiatmm nave amiliaedl | 13, 251 921 SUE ins cranesniotininccanincetinen 6. 95 
Re ghee irk oh acters eemmonmiee ON lances eee Ret lpi oe Rill vin saxon aie Sgr 
36 Sits tenia inne +teibeoncehcipatianigiicaninnkl 13, 265 5, 790 290 5,500 43. 65 
nt cipaann Raneesasintcosstba teen eovnnonin dl } 21, 989 698, 274 114, 124 584, 150 3, 175. 56 
oz BT i Gis eraina hoi ik iia abhi einen dade 17, 116 | Oe Pb ois. cceee 1, 250 7 
7 ee eT 76,753 | 706, 235 115, 335 590,900 | 920.14 
0) Private pleasure risks: oacney — | ams Pile Gees 
4 Bs & ioaynccusssisiescedaapeeahroteeiaaasceil | WEN ch oceans kth. hak Joso-scstaaceen 1 cloeee ee 
‘6 ial evra leven sada etelitne nee taitpsaeciael 47, 624 | 264 Bee stsasnncbeaes . 55 
30 Sc intbtebonepassiansbsarsiertpadiechaenateinae h sithdalai 45, 557 | 154 | tT oo t.cs shane bees . 34 
1 Sc ih niente Linthentedieniiee laine 51, 504 10, 759 759 10, 000 20. 89 
sud Da cenit hdrtntanasticonalendimaned 57, 479 1, 050 50 1, 000 1.83 
4 m™ | aay | , 
a a SR alll 253, 264 12, 227 | 1, 227 11, 000 4. 83 
= sialeihaicieliicae emeieeemetanaietiemmants 
72 All combined: : 
51 Oe ci bate ae econ | 235, 596 23, 853 | 2, 353 21, 500 ‘10. 12 
4 ON icons Ae ee Sa caianed 218, 679 4, 762 1, 762 3, 000 2.18 
05 Ne cis tet ee ainnaies 222, 7: 1, 240, 649 332, 649 908, 000 557. 04 
59 RG Etna kara: ncn c-sanilenmiedeatc es Saints 268, 030 | 718, 029 116, 379 601, 650 267. 89 
“sd Bs de ctaks¢sannwnaheteits Cet clius 266, 906 10, 367 1,617 | 8, 750 3. 88 
0 pee 25. te mit 1,211,931 | 1, 997, 660 | 454, 760 | 1, 542, 900 164. 83 
_ ee aaah ieatiaoaaigs ee : licen 
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THE INSURANCE 


INDUSTRY 


United States Aircraft Insurance Group—Policy year experience to Nov. 30, 
1957, excluding foreign—Continued 


SCHEDULE NO. 2C—AIRCRAFT PROPERTY DAMAGE LIABILITY 


Policy year 


Scheduled airlines: 
Ta sdstealannte 


Reese: eS 


e 1, 371, 953 





Net direct 
premiums 
written 


$229, 571 
22h, 005 
282, 663 
337, 648 | 
297, 066 


100, 366 
115, 545 
125, 794 
180, 759 
195, 056 


Incurred 
losses 
including 
allocated 
claim 
expense 


$106, 722 
106, 009 
142, 723 


161, 205 | 


184, 634 


701, 293 


Paid losses | 


including 
allocated 
claim 
expense 


$103, 222 
104, 509 
116, 688 
142, 745 

84, 244 


551, 408 


| 


Loss reserve | Loss 


ratio 


149, 885 | 








3, 848 
&, 100 
10, 742 
10, 980 
213 


19, 090 | 
3, 000 | 

750 | 
8, 125 | 





727, 518 | 





122, 112 
95, 271 
91, 805 
87. 170 
69, 124 


465, 482 





19, 0174 
8, 055 


105, 816 











33, 192 
29, 834 
31, 856 
47,719 
30, 205 


172, 806 


53, 909 
52, 341 
50, 595 
60, 825 
71, 815 


201, 485 


541, 150 
517, 994 
592, 713 
714, 121 
668, 266 


6, 401 
1, 247 
59 

118, 772 
478 


126, 957 





6, 032 
4, 653 
8, 733 
9, 574 
6, 975 








35, 967 


146, 513 
153, 407 
195, 036 
320, 355 
203, 480 


1, 020, 791 
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year experience to Nov. 30, 


1957, excluding foreign—Continued 
SCHEDULE NO. 3—MISCELLANEOUS AVIATION COVERAGES 












































Incurred Paid losses 
Net direct Insses in- includin Loss reserve Loss 
Policy year premiums | cluding allo- allocate | Nov. 30, 1957 ratio 
written cated claim claim ex- 
expense pense 
Airport P. L. & P. D.: 
DE, ti dubesbdandasrncwtenncbhie $375, 268 $248, 479 $240, 229 $8, 250 66. 21 
1 eee + * 438, 731 230, 764 171, 484 59, 280 52. 60 
IN heen we nce dink ln naa sipoete& 566, 868 |. 360, 412 201, 612 158, 800 63. 58 
BE ubdtbon«doheladiduen>¢sunes 616, 970 325, 529 146, 587 178, 942 52. 76 
SNS cUbtbnnoncestiniedecnshecuiid 789, 164 200, 721 39, 306 161, 415 25. 43 
del an decocuitiaenn steels 2, 787, 001 1, 365, 905 799, 218 566, 687 49. 01 
Products liability: 
i detdtiasnceticenneséaceudbits 862, 674 99, 541 97, 291 2, 250 11. 54 
BR. ie db ocatesbtecrcecnsseken 981, 980 187, 510 46, 010 141, 500 19. 10 
DE Ae lina nawhcmemenend agi 795, 598 295, 050 70, 300 224, 750 37.09 
EE, Ain i Ue nace dhbmndeneceresbuss 1, 241, 725 140, 616 11, 041 129, 575 11. 32 
DE, dalvdiineondell J 1, 068, 979 197, 294 194 197, 100 18. 46 
0 a epee 4, 950, 956 920, 011 224, 836 695, 175 18. 58 
Personal accident (individual and oy re Pe ae 
group): 
SS news 448, 745 54, 678 ff | seeca 12. 18 
EE ee ile ccsiiamemmmeeeneea 410, 865 9, 308 We Annnwemennsahde 2.27 
lds wisi Getibndtnewaneh atone 344, 713 15, 236 SP Aine nocae ale 4.42 
NE tdi ate are sith enn wind w alata 284, 736 52, 741 50, 241 2, 500 18. 52 
a 6 : boouns 198, 576 25, 188 i )} ~ 12. 68 
te iisinds 1, 687, 635 157, 151 154, 651 2, 500 9. 31 
————————— — — — — — ———=SS==== 
Hangar keepers: 
eile late bile densest np daiinin inigshnns Sac 48, 887 6, 549 OF i soce:anciciuincicntacapil 13. 40 
NE ao csenensecaceeaepennione iain 39, 315 2, 240 PAE Uiecxseessentamacaseananial 5.70 
1065..... 32, 707 9, 335 PE cnnisnmennenr eel 28. 54 
tL Mint nctvumiiiedewsenenclawe 24, 375 3, 764 3, 764 ee 15. 44 
Sela dkeeaswaadsine's 27, 810 8, 354 1, 464 6, 890 30. 04 
Wrerceds — wan 173, 094 30, 242 23, 352 6, 890 17. 47 
Total, schedule 3: 
ih cil in. 6tinnanbnknnabaiiewiibe 1, 735, 574 409, 247 398, 747 10, 500 23. 58 
ine wie bigmatnn’ 1, 870, 891 429, 822 229, 042 200, 780 22. 97 
A lille chileixnirerwi tio wis 1, 739, 886 680, 033 296, 483 383, 550 39. 08 
EL eel 2, 167, 806 522, 650 211, 633 311, 017 24. 11 
bb caiowtunwenny aduswwuswe cenied 2, 084, 529 431, 557 66, 152 365, 405 20. 70 
Ne aiid Oni asacnsaee 9, 598, 686 2, 473, 309 | 1, 202, 057 1, 271, 252 25.77 
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THE ENSURANCE. INDUSTRY 


United States Aircraft Insurance Group—Policy year experience to Dec..31, 
1956, excluding foreign 


CHEDULE NO. 1 (SUMMARY OF SCHEDULES 1A, 1B)—AIRCRAFT HULL 


Policy year 


Scheduled airlines: 
1952...: 
1953... 

1954 
1955__- 
1956__- 


Total - 


Industrial aid risks: 
1952_._- 
1953__- 
1954_-- 
1955_-_- 
1956__- 


Total. 


Flying services 
1952... 
1953. 

1954 
1955_ 
1956 


Total - 


Manufacturers 
1952-.. 
1953 
1954 
1955 


1956 
Total. 


Private pleasure risks: 
1952....- 
1953. 
1954__. 
1065....-- 
1066.......-- 


Total. 


All combined: 
1952___-- 


1954_..-- 
1955... 
1956... - - 


| | 
| 

Net direct | 
premiums | 
written | 


$5, 148, 485 | 
893, 663 

3, 668, 169 
2, 263, 324 
3, 323, 845 


15, 297, 486 


, 177, 649 
, 265, 783 
, 242, 755 
, 496, 989 | 


, 171, 300 








) 
«| 


, 584 
488, 384 


2, 817, 221 | 


70, 818 | 
314, 975 
774, 152 
498, 232 
221, 507 | 


, 879, 684 


156, 959 
183, 957 
168, 427 
170, 906 
276, 562 


956, 811 


6, 874, 919 | 
3, 139, 656 
6, 382, 839 | 
4, 917, 801 
5, 807, 287 


| 2,675 


Incurred | Paid losses 
| including | 


losses 


including | 


allocated 
claim 
expense 


$2, 629, 473 
718, 475 

1, 788, O81 

1, 362, 730 

1, 959, 955 
8, 458, 714 


481, 670 
526, 305 
393, 487 
488, 543 
785, 100 


160, 652 
1, 656, 615 
133, 7: 
158. 
297, 27 


2, 404, 7§ 


5, 535 | 


35, 700 
239, 408 
959 


allocated 
claim 
expense 


| 


$2, 629, 473 
718, 475 

1, 784, 181 
1, 029, 730 
1, 780, 630 


7, 942, 489 


481, 420 
526, 205 
393, 487 
456, 743 
371, 310 


133, 721 
138, 525 
63, 604 





53, 115 


5, 535 


2, 879 


284, 481 


60, 184 
114, 887 
71, 612 
68, 700 


103, 122 | 


418, 505 


3, 337, 515 
3, 051, 979 
2, 626, 309 
2, 079, 457 
3, 148, 335 


114, 
71, 
68, 
89, 


4 M4 . 5 5 F 
3, 337, 265 


3, 051, 879 
2, 622, 409 


1, 694, 132 | 
2, 306, 820 


2, 229, 165 | 


160, 653 | 
, 656, 612 





| 
Loss 
reserve, | 
Dec. 31, 


333, 000 
179, 325 


516, 225 
250 
100 


, 800 
, 790 | 


, 940 





025 


3, 425 


3, 950 


250 

100 

3, 900 
385, 325 
841, 515 


27, 122, 502 | 14,243,595 | 13, 012, 505 1, 231, 090 | 


Loss 
ratio 


51. 07 
80. 40 
48.75 
60. 21 
58. 97 


55. 29 


48. 75 
44. 69 
31. 09 


39.31 | 


52. 45 


43. 35 


31. 47 


(COMBINED) 


| 5-year 
| average 
(per- 
cent), 
Dec. 31, 
1955 





290. 93 | 


26. 41 
21. 35 
60. 87 


85. 43 


7.82 


.19 





—'s = 


~ 
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United States Aircraft Insurance Group—Policy year experience to Dec. $1, 
1956, excluding foreign—Continued 


SCHEDULE NO. 1A—GROUND. COVERAGES 





Policy year 


Scheduled airlines: 


1952.... ees = 

er kot aee eee ok aie 

1954 ._- eau 

BD incon een oe -¢ 

Baie ctreiesk ad agatietonee deat eaten 
Total. 


Industrial aid risks: 
1952-__. 
1953... 
1954... 
1955... 
1956. 


MR an canola pincae niacueotad 
Flying services: 
1952__. 
1953... 
1954... 
1955 _-. 
1956 ___ 


Total_ 


Manufacturers: 
1952 
1953... 
1954... 
1955__- 
1956_ 


ee te ee ee 
Private pleasure risks: 
1952... 
1953... 
1954... 
1055... 
1956... 


Total. 


All combined: 
1952... 
1953..<-..-. 
Beweiice... 
1955... 


Total. 



































1, 914, 494 


| 1, 701, 404 


=—_ Pe 
Incurred | Paid losses | | 5-year 
Net direct losses including | Loss | average 
premiums | including | allocated | reserve, Loss (per- 
written allocated | claim | Dec. 31, ratio cent), 
claim expense | 1956 | Dee. 31, 
| expense | 1955 
wf | ) == 
$868, 031 $50, 554 $50, 554 | 5. 82 piashiasta 
268, 857 24, 008 24, 008 | . GP fees os 
617, 333 35, 568 31, 668 | $3, 900 | 5.76 |.- 
671; 317 418, 377 380, 627 37, 750 62. 32 | 
964, 725 34, 243 1,718 | 32, 525 3. 55 = 
-.| 3,390; 263 562; 750 488, 575 | 74, 175 16.60 | . 19.24 
a ——— ——— | 
| | | 
| 489, 137 | 74, 735 74, 485 | 250 ee ieee 
| 504, 594 | 85, 411 85, 411 16.93 |._- 
| 531, 581 110, 894 110, 894 20.86 | 
a 356, 332 146, 229 | 123, 489 | 22, 750 | 41. 04 | 
379, 580 172, 569 | 66, 679 105, 890 45. 46 
|-——_--—_— |--— —— —- —-|—— | --—- 
| 2, 261, 224 589,848 | 460, 958 128, 890 26.09 | 20.07 
| : } = Sc | a j ha 
243, 196 | 54, 178 | 54, 178 22. 28 | 
259, 938 | 257, 765 257, 765 99.16 | 
210, 162 | 18, 815 18, 815 8. . 
251, 461 | 69, 301 62, 301 27 
168, 146 | 43, 003 34, 828 8,175 25. 57 d 
1, 132, 903 | 443, 062 | 434, 887 8,175 39. 11 31.00 
=| See feee : as 
49, 474 | 5, 535 5, 538 11.19 
90, 379 | 35, 700 | 35, 700 39. 50 
163, 165 | 63, 089 | 63, 089 38. 67 
157, 603 959 | 959 .61 
75, 282 | 1, 579 | 1, 579 2. 10 
535, 903 106, 862 106, 862 19. 94 51.17 
| . | = 
118, 754 | 33, 766 | 33, 766 28. 43 | 
131, 248 | 50, 510 | 50, 510 38. 48 
| 114, 471 | 39, 609 39, 609 34. 60 
| 97, 451 30, 898 30, 373 §25 31.7} 
116, 371 | 57, 189 | 55, 864 1, 325 49.14 
__—— | — sdelindns Ebdininhaencitts Sesdicndilien a = " ; 
= 578, 295 | 211, 972 | 210, 122 1, 850 36. 65 29. 97 
Po F 
1, 768, 592 | 218, 768 | 218, 518 250 | 12. 37 | 
|} 1,255, 016 | 453, 394 | 453, 304 36. 13 
| 1,636,712 | 267, 975 264, 075 | 3, 900 16. 37 
| 1,534,164 | 665,774 | 604, 749 | 61, 025 43. 40 | 
| 1,704, 104 308, 583 | 160,668 | 147, 915 18.11 | 
Sid ldisiacins falas ie Lisette dco eee ROD 
| 7,898, 588 213, 090 24.24 | 24.31 
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United States Aircraft Insurance Group—Policy year experience to Dec. 31, 
1956, excluding foreign—Continued 


SCHEDULE NO. 1B—CRASH COVERAGES 


THE INSURANCE INDUSTRY 


Incurred | Paid losses 


Policy year 


sae airlines: 


Net direct 
premiums 
written 


$2, 578, 919 
694, 467 

1, 752, 513 
944, 353 

1, 925, 712 


1, 778, 912 


reserve, 
Dee. 31, 


146, 800 


Loss 
ratio 





7, 895, 964 





7, 453, 914 


442, 050 














3, 910, 076 


267, 337 
309, 474 
296, 146 
491, 123 
320, 238 





, 684, 318 


116 59 | 


30.83 |. ae 
452 01 | 
38 80 | 
a tac 
79. =i 


_ 138. 76 








21, 344 
224, 596 
610, 987 
340, 629 
146, 225 


176, 319 


1, 300 





“1, 300 | 





1, 343, 781 


177, 619 








38, 205 
52, 709 
53, 956 
73, 455 
160, 191 


——— 


378, 516 


5, 106, 327 
1, 884, 640 
4, 746, 127 
3, 383, 637 
4, 103, 183 


19, 223, 914 








33, 833 
104,433 | 


3, 118, 747 , 
2, 598, 485 | 
2, 358, 334 
1, 089, 383 


2, 146, 152 


11, 311, 101 


1 100 | 


12, 100 | 





1, 018, 000 


64.13 | 62.15 


LLL LLL LLL LLL LLL LL ttt 








oe) s Sa. 


| ee 


United States Aircraft Insurance Group—Policy year experience to Dec. 


— 


Scheduled airlines: 


THE INSURANCE INDUSTRY 


1956, excluding foreign—Continued 
SCHEDULE NO. 2 (SUMMARY OF SCHEDULES 2A, 2B, 2C)—AIRCRAFT PASSENGER, 


PUBLIC AND PROPERTY DAMAGE LIABILITY (COMBINED) 


Policy year 





Industrial aid risks: 


1952 
1953 
1954 
1955 
1956 


Total 


Flying services: 


otiacs +. 


Total 


Manufa 


1952..... 


1953 
1954 


Total ieee dianasetdioe | 


Private 


cturers: 


pleasure risks: 


1952... 


1953..... 


1954 
1955 


1956... - 


Tt 


ital 


All combined: 


1952 
1953 
1954 
1955 
1956 


Te 


tal 











Re ee 
1956... 


286, 565 | 


Net direct 
premiums 
written 


$2, 000, 073 
1, 132, 727 
1, 191, 983 
1, 902, 325 
1, 116, 573 


7, 343, 681 


460, 096 
522, 736 
599, 420 
668, 882 
933, 168 


3, 184, 302 


498, 536 


455, 487 | 


346, 260 
272, 555 
272, 333 
1, 845, 171 


60,175 | 


56, 747 
56, 475 
61, 199 


189, 134 


204, 699 | 


191, 753 
188, 201 
228, 380 


, 002, 167 


_ 


3, 208, 014 
2, 372, 396 


3, 093, 162 
2, 602, 423 


, 661, 886 


51, 969 | 


3 
2. 
2, 385, 891 | 
3 
2 


Incurred 
losses 
including 
allocated 
claim 
expense 





$1, 291, 337 
280, 975 
469, 495 

4, 276, 581 
388, 930 
Ege 


31, 129 | 
30, 878 | 
361, 040 
227, 476 
‘1, 209, 824 | 


1, 860, 347 | 





| 482,014 
562, 642 | 
40, 278 | 
36, 930 | 
61, 412 | 


|} 1,183, 276 





| 
617 | 
7, 374 
| 1, 324 | 
5, 603 | 
5, 269 | 








| | 
| 20, 042 
145, 357 | 
| 11,740 | 
17, 936 | 
18, 732 
213, 807 


1, 825, 139 
1, 027, 226 | 
883, 877 | 

4, 564, 526 

| 1, 684, 167 


9, 984, 935 | 


| 2,810, 507 


Paid losses | 


including | 

allocated | 
claim 

expense 


$1, 225, 877 | 
237, 013 
259, 495 
992, 872 
95, 250 


31, 129 | 
25, 878 | 
244, 940 | 
136, 526 | 
812, 194 | 
1, 250, 667 








468, 014 | 
463, 142 | 
32, 853 
22, 280 
2, 457 





988, 746 


617 
7, 374 
1, 324 

103 


19, 042 
140, 357 | 
11, 740 
10, 436 
3, 965 


185, 540 


1, 744, 679 
873, 764 
550, 352 

1, 162, 217 
917, 985 


7 — 
3, 896, 811 


Loss 
reserve, 
Dee. 31, 

1956 


$65, 460 
43, 962 
210, 000 
3, 283, 709 | 
293, 680 





90, 950 
397, 630 | 


609, 680 | 


14, 000 | 
99, 500 | 
7,425 
14, 650 


58, 955 


194, 530 


1, 000 
5, 000 


7, 500 
14, 767 | 


28, 267 


80, 460 
153, 462 | 
333, 525 

3, 402, 309 
766, 182 


5, 248, 997 


4, 735, 938 


Loss 
ratio 


91. 33 | 


6.77 


5.91 | 


60. 23 
34. 01 
129. 65 


58. 42 


1. 03 
12. 99 
2. 34 
9.16 


10.14 |__- 


7.04 


10. 60 
71.01 
6.12 
9. 53 
8. 20 


21. 33 





73. 09 


| 

5-year 
| average 
| (per- 
| cent) 
| Dee. 31, 
} 1955 


50. 66 
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United States Aircraft Insurance Group—Policy year experience to Dec. 31, 
1956, excluding foreign—Continued 


SCHEDULE NO. 2A—AIRCRAFT PASSENGER LIABILITY 


Policy year | 


Scheduled airlines: 





Private pleasure risks: 
FEE a ee | 





| Net direct | 


5, 865, 237 


premiums 
written 


$1, 726, 531 
868, 925 
932, 882 

1, 577, 435 
759, 464 


327, 028 
374, 185 
428, 343 
472, 679 
658, 729 


271, 311 
244, 546 
180, 696 
121, 405 
129, 164 


8, 659 
10, 304 
15, 509 
16, 133 


947, 122 


Incurred 
losses 
including 
allocated 
claim 
expense 


$1, 096, 193 
176, 005 
364, 978 

3, 021, 834 


238, 165 





Paid losses 
including 
allocated 

claim | 
expense 


—- —_—__—_ | 


$1, 032, 933 
133, 543 | 
155, 228 
879, 130 

26, 665 


Loss 
reserve, | 
Dec. 31, 


$63, 260 | 
42, 462 
209, 750 
2, 142, 704 

211, 500 | 


Loss 
ratio 





209, 019 
1, 194, 685 


1, 802, 004 | 


312, 975 
514, 585 
14, 618 
2, 471 


51, 774 


896, 423 | 


130, 019 
804, 185 | 


1, 221, 404 


312, 975 | 
437, 085 
12, 118 | 
371 
174 
762, 723 | 


23 | 
52 | 


133, 700 | 


| 2,669, 676 | 


106, 100 | 
79, 000 
390, 500 | 


77, 500 | 
2, 500 


2, 100 | 
51, 600 | 


580, 600 | 


181. 36 


| 5-year 

| average 
(per- 

| cent), 

| Dee. 31, 


79. 70 


115. 36 | 


210. 42 


£661..-4 


2. 04 


40.08 | 





139, 325 
7,019 
8, 053 
1,000 


134, 325 
7,019 
1, 553 | 

1,000 





156, 268 | 





2, 421, 788 | 
1, 595, 650 
1, 649, 218 
2, 279, 573 | 





1, 678, 015 
9, 624, 244 | 


1, 449, 
856, 
729, 

3, 241, 

1, 485, 


806 
995 
720 
377 
624 


7, 763, 522 


| 1,386, 546 | 
727, 033 
| 411/370 | 
1, 011, 073 
832, 024 


4, 368, 046 


63, 260 
129, 962 
318, 350 


2, 230, 304 


653, 600 


3, 395, 476 


11, 500 | 








agli 


a 
ai: 


} 
li 
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United States Aircraft Insurance Group—Policy year experience to Dec. 31, 
1956, excluding foreign—Continued 


SCHEDULE NO, 2B—AIRCRAFT PUBLIC LIABILITY 


Policy year 


Scheduled airlines: 


Flying services: 
a a 
il a ae deel 
a cll sicie ri sent Aiptek ont pranglrniaiga 
SE Deo bell aren adie aati dlls es wom ete 
1966...... 


Wh wwene eee cee wees ee ceccescse=+ 










































































Incurred | Paid losses 5-year 
Net direct losses including Loss average 
premiums | including | allocated reserve, Loss (per- 
written allocated claim Dec. 31, ratio cent), 
claim expense 1956 Dec. 31, 
expense 1855 
$38, 230 $9, 083 PE Nile ocegeucies Oe Concerta 
34, 231 851 351 $500 4 ee 
34, 096 343 eee re RHE tat tteisaa 
41, 767 1, 106, 989 1, 689 1, 105, 300 | 2, 650.39 |........ 
iy EE Sigua cep epeabians ve sedhtbceeccsacesslencsoout eae twebs 
212, 438 1, 117, 266 11, 466 1, 105, 800 525. 93 10. 38 
EE Bunn cbbndderolasnandnedilsucacisecnebeowateteenteeene 
48, 185 2 ie. cccgnteekts beware aca 
CEE Bisatdalniehiinessanieceuteonscaee 2 At Ee awe 
60, 412 260 10 250 SO ale iss eiat 
82, 275 SARE Beqese~saceee 1, 250 Wee Be wine 
290, 804 1, 512 12 1, 500 | 52; 1.29 
93, 580 97, 252 Gis eee Tekcsacscce BO latnncoe 
88, 829 22, 547 1, 047 21, 500 yy le 
70, 293 1, 623 1, 123 500 RGR Usinaitbiscniaiss 
60, 736 5, 952 952 5, 000 i 4 ee 
57, 440 1, 918 418 1, 500 3. BP Bit aie 
370, 878 | 129, 292 100, 792 28, 500 34.86 | 35.40 
Rw tcirsina Ml beashcs ia aiecondncicsetaee nin aedskicichibercuiath ditties sel eaemmanieet 
13, 251 921 te cdooawnie we Ct nseenne 
11, 132 * eae navtiinsdShbadetivscecesievtielsanbienmenees 
13, 236 5, 544 44 5, 500 Gt stbenee 
13, 917 aa le icannegtnodanl Secunia 
65, 998 6, 406 965 5, 500 9. 80 49. 59 
48, 763 3, 491 | a Wa 1 aecaoeeet 
Bie oo che cen es a an ae Bere >. 
47, 624 inne incia nin Oe haces 
45, 601 oA Eilat sn ete .  ) ae 
§2, 223 10, 716 716 10, 000 | SG ee adiwn 
245, 311 1 | 14,625. 14, 625 4, 625 10, 000 5. 96 3. 81 
| = = a 
239,523 | 109, 826 109, 826 |....-- | eee 
235, 596 | 24, 321 2, 321 | 22, 000 ey ee 
218, 679 2, 230 1, 730 500 BIG Eeanewene 
221, 752 1, 118, 899 2, 849 1, 116, 050 SO leenkeses. 
269, 969 13, 884 1, 134 | 12, 750 WES lnengesin 
1, 185, 519 | 1, 269, 160 117,860 | 1,151, 300 107, 06 17. 94 
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United States Aircraft Insurance Group—Policy year experience to Dec. 31, 
1956, excluding foreign—Continued 


SCHEDULE NO 2C—AIRCRAFT PROPERTY DAMAGE LIABILITY 





















































7 j ] j ] | oe 
Incurred Paid losses | | 5-year 
Net direct losses | including | Loss average 
Policy year | premiums | including | allocated reserve, Loss (per- 
| written allocated | claim | Dee. 31, ratio cent), 
claim expense | 1956 Dee. 31, 
| expense | |} 1955 
— — = a 
Scheduled airlines: | | 
NT dill incnnnpntetiniseesieent état $235, 312 $186, 061 $183, 861 | $2, 200 a | 
ta arriba 229, 571 104, 119 103, 119 | 1,000 45. 35 cas asl 
a ey ree 225, 005 104, 174 103, 924 | 250 46. 30 | 
i elicnicinch patentee cuiarwonnict 283, 123 147, 758 112, 053 | 35, 705 ee 
Sli htt Retienmbiininhinnmmanet 292, 995 150, 765 | 68, 585 | 82, 180 i 
| eenreneetioes os oopaaen 
alata ak | 1, 266, 006 692, 877 571, 542 | 121, 335 | 54.73 | 62.05 
Industrial aid risks: | ; Pe a ™ 
Nn 88, 580 | 2, 885 | Rss oF = RS 
I tnialnichited meen uur anityannin te 100, 366 3, 848 | 3, 848 |...-- | ee oe 
I calla Renin ye ait clin 115, 543 18, 012 | 8,012 | 10, 000 Oy 
i iincc co dcpitindcennenns es 135, 791 18, 197 | 6, 497 | 11, 700 8:0 i Ws 
iia eieeiadeianetceatibsiicagtin ns 192, 164 13, 889 | 8, 009 | 5, 880 | Ss 
iti cicdeneeeratestshenes 632,444 | 56,831| 20,251) 27,58) 899] 8.75 
Flying services: | gS ce co | * | | : 
1952 71, 787 57. 787 | 14, 000 | 2... 
1953 25, 510 25, 010 500 | ne 
1954 24, 037 19, 612 | 4, 425 | 
1955 28, 507 | 20, 957 | 7, 550 5g 
1956 7,720 | 1, 865 5, 855 9.01 | tt 
Total 157,561 | 125,231 | 32,330 | 9-29.89 | 39.93 
Manufacturers: 
I take ceepen ia maha oii 37, 054 594 Bee Watches GP Fo cscen 
ek, 33, 192 6, 401 | 6,401 | Bef 
Nii hiimedeahaeithiindanmamnae 29, 834 1, 247 | ee ten | CaP te eaceal 
a a Ria aetna cata ies aha 31, 830 59 a | a 
ln eaitrlh ia hte ancient ati nine 22, 176 5, 269 4,119 1, 150 Ok Oe t,o anenus 
ie eer | Oe 154, 086 | 13, 570 | 12, 420 1, 150 | 8. 81 8. 13 
Private pleasure risks: | 
te oak 52, 112 4, 180 | 3, 180 1,000 | OF Ticsecees 
ita Sac all ES, Ee | 55, 909 6, 032 | 6,032 j.....- 10.79 an 
SE cisiatiaenn Renn cnititteisenet es 52, 341 4, 457 | i GC 0D te wnees 
ee Tee ee) | 50, 679 9, 729 | 8, 729 1, 000 10.29 Fc. 
ates toned ne nian | 61, 375 7,016 | 2, 249 4, 767 | 11. 43 | on 
| EE rad ee el | 272, 416 31, 414 | 24, 647 6,767 | 11.58 9.55 
——_— ————— = —— — = — — 
All combined: | 
3 .-| 546, 703 265, 507 248, 307 17,200} 48.57 |_-....... 
hal ce aces cnee | 541, 150 145, 910 144, 410 1, 500 | hg 
i | 517, 994 151, 927 | 137, 252 14, 675 | a Gr Fon ecmnae 
ee et} 591, 837 204, 250 | 148, 295 | 55, 955 | A088. 
RE et 654, 439 | 184, 659 84, 827 99, 832 | 28. 22 oad 
TO eeennsa Saini ansinnaes 2, 852, 123 952, 253 | 763, 091 189, 162 | 33. 39 38, 65 
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United States Aircraft Insurance Group—Policy year experience to Dec. 31, 


1956, excluding foreign—Continued 


SCHEDULE NO. 3—MISCELLANEOUS AVIATION COVERAGES 





Policy year 





Airport P. L. & P. D.: 
1952_. oa0 
TB oes ae 
ee 
1955__ 
1956... . 


Total. ‘ seetce cu 
Products liability: 


1952 
1983... 
1954__. 
1955... 
1956___ 





Total 


Personal accident (individual and 


group): 
1952 
1955 





Total 


Hangar keepers: 
1952__- 
1953 
1954__ 
1955__. 
1956... 


Total. 


Total, schedule 3: 
1952... 
ees. 

1954 
1954 
1956 


OS 


1 
| 
| 
| 
| 
| 


| 
| 
| 



































| | | 
| Incurred | Paid losses 5-year 
Net direct | losses including | Loss | average 
premiums | including | allocated | reserve, | Loss (per- 
written allocated claim | Dee.31, | ratio cent), 
| claim expense | 1956 | | Dec. 31, 
| expense } 1955 
_} = | ve nls > 
| | | 
| 
$430, 409 $235,565 | $153, 115 | 2, 450 | RR hs orca 
385, 519 | 265, 487 | 183, 037 82, 450 | 68. 86 
445, 767 | 254, 297 | 139, 691 | 114, 606 | 57. 05 
545,356 | 342, 565 | 110, 208 232, 357 62. 81 
621, 117 300, 459 | 27, 653 | 272, 806 | 48. 37 
“ Lome aa |— 5) Lie 
2,428,168 | 1,398,373 | 613, 704 | 784, 669 | 57.59 | 81.12 
76,796 | 106, 723 49, 723 | 14.03 
£62, 674 | 70, 289 39, 039 | 8.15 
981, 980 | 132, 131 | 39, 631 | } 13. 46 | 
794, 249 | 236, 453 29, 183 | 29. 77 
906, 375 | 60, 252 | 7, 502 | 6. 65 
4,306,074 | 605, 828 | |  440,750| 14.07] 12.68 
| 
471, 132 8. 24 
448, 745 12.18 
410, 865 | 2. 22 | é 
344, 212 15, 236 | 4.43 
248, 102 50, 056 | 50, 656 | -- 20.18 
1,922,056 | 167,920} 167, 920 | 8.73 | 10.15 
54, 515 7, 754 | 7, 754 14, 22 
48, SS7 6, 549 | 6, 549 13. 40 
a0, 315 2, 240 2, 240 5.70 
32, 707 9, 412 | 9, 162 | 250 28. 78 
24, 961 2, 690 | , 740 950 10. 78 
200, 285 28, 645 | 27, 445 1, 200 14.299} 17.93 
1, 716, 85: 388,865 | 249. 415 139, 450 22. 65 
1. 745, 5 397, 003 | 283, 303 113, 706 2?.74 
1, 877, 397, 795 | 190, 689 207, 106 21.18 
1, 716, 603, 646 163, 789 439, 857 35. 17 
1, 413, 457 | &6, O51 326, 506 22. 96 
8, 857,682 | 2, 200, 766 074,147 | 1, 226,619 24. 85 30. 24 
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Re INTERNATIONAL CoMMERCE WITH AVIATION, ITs DESTINED SPEARHEAD, AND 
AVIATION INSURANCE, ITs NECESSARY COMPANION, I8 AN IMMEDIATE AND NOT A 
Furure PrRoBLEM—AN INFORMAL REQUEST FOR ADVICE TO PERMIT STRAIGHT 
THINKING ATTUNED TO THE WISHES OF USAIG MEMBER COMPANIES 


SECTION 1 


(a) This, as you will observe, is another Class 3 Memorandum—“not necessary 
to read or acknowledge”. Under existing conditions it is not possible to spend 
the many pleasant lunch hours and evenings with Advisory Council Members 
during visits to their Home Offices that was the privilege of Reed Chambers and 
myself in normal times. I have always been burdened with an over-active imagi- 
nation and a desire to explore and experiment with new ideas and it was through 
these out of hours informal get-togethers with some of our Advisory Council 
Members that I had the impractical part of these ideas stripped off but in such a 
nice way that it never discouraged new ones sprouting or created a fear of men- 
tioning the newest crop that had flourished. Outside of occasionally catching an 
Advisory Council Member in New York between important Committee meetings 
for a few brief moments, my relationship during these days has been unfortu- 
nately confined to correspondence and USAIG Advisory Council meetings when I 
try to stick to practical and factual matters. 

(b) Generally speaking, I feel that I know our Advisory Council Members 
pretty well and most of them have become more or less accustomed to me and 
know where and how to make allowances. Under the circumstances, I have 
decided to write this memorandum (for the most part also out of hours) which 
is the only available substitute for a few informal moments spent during the 
evening with each of you painting pictures for the future. If you will put this 
memorandum aside until some day when you have some spare time and then read 
it in the spirit intended, I would appreciate it. If the appropriate occasion does 
not arrive you will not have lost much of value. If you do read this and then 
take the time to chide me for some of my views, which have developed along lines 
of which you disapprove through lack of contact, I, too, will understand the spirit 
in which you may admonish me. 

SECTION 2 


(a) The wartime development of international aviation, the increasing number 
of daily flights across the Atlantic and Pacific, the tremendous investment which 
our country is making in South America and South American aviation and the 
apparent belief of all in postwar aviation combined with the Air Transport Asso- 
ciation’s Insurance Study, the Civil Aeronautics Board’s investigation of all 
aviation underwriting practices and the conversations which I have of necessity 
had with both examiners and representatives of the New York Insurance Depart- 
ment on related past, present and future problems of aviation insurance have 
prompted me to take inventory and do some thinking. 

(b) Aviation and its inseparable companion, aviation insurance, regardless of 
our desires are destained to be the spearhead of American foreign trade and I, 
frankly, want to get my thoughts attuned to those of the Members of our Advis- 
ory Councils on the subject for I am now daily facing problems which have a 
direct bearing on this whole situation. 


SECTION 8 


(a) I do not want to be accused of unnecessarily or improperly dragging in the 
“heroics” to fog consideration of anything as factual as the future of American 
insurance. It is perhaps natural that I might feel the USAIG was born in a 
spirit of patriotism, has performed an unusual service in the interests of National 
Defense and might play an important part in the future of international trade 
by air. The circumstances surrounding the formation of the USAIG and the 
patriotic character of the services performed all seemed rather commonplace to 
me until I found that information on this subject was of great interest to the CAB 
examiners who, I feel, initially approached their duties in a slightly prejudiced 
frame of mind due to a lack of knowledge of the background of aviation insur- 
ance in the United States. In my efforts to convince these examiners that 
because of the war we were facing serious problems and trying to instill in them 
a sympathetic attitude towards aviation insurance in general and the USAIG in 
particular, I recited to them as best I could from memory an account of what 
took place at the meeting of our Casualty Advisory Council on March 24th, 1942 
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and the remarks made at that time by the President of one of our Member Com- 
panies who has served as a Member of the Casualty Advisory Council since it 
was formed on July 1, 1928. I apologize to Mr. Nelson hoping that he and the 
Members who were present will not feel that my memory has permitted me to 
stray too far and that the remarks here attributed to him are in accordance with 
his recollection of them and that of his listeners. 

(b) After having verbally presented this account to the examiners I at- 
tempted to record my remarks in a memorandum for record purposes, particu- 
larly as the examiners expressed the opinion that explanations of this kind 
would be helpful and they desired more particulars on the position the USAIG 
has played in the development of aviation insurance. My memorandum read 
as follows: 

“1. Many who have not had an opportunity to follow its career closely think 
of the operations of the USAIG in the light of its rather prosaic routine of 
accepting or rejecting business offered, promulgating rates, issuing policies, 
collecting premiums and paying losses and are unfamiliar with the important 
part which the USAIG has played in the development of American civil aviation 
which is the cornerstone of our National Defense. 

“2. (a) The first indication that an informal account of the contributions 
which the USAIG has made to the development of American aviation would 
be of interest was evidenced by views expressed on the occasion of the last 
annual meeting of USAIG Companies held on March 24th, 1942. Since views 
expressed at this meeting prompted this informal recording of experiences in 
the life of the USAIG, it is suitable to preface this attempt with a description 
of what was said and the circumstances under which the remarks were made. 

“(b) Reed Chambers and I had explained that we were concerned over the 
future of aviation insurance (during the war period) because of the sweeping 
changes which had taken place in our operations and expressed the fear that 
aviation insurance might become unprofitable and undesirable for the Members 
due to conditions beyond our control. We had also reminded the Members 
that in the early stages of the depression when the aircraft industry was thrown 
into utter chaos we offered to close the USAIG because there no longer ap- 
peared to be a possibility of making a profit and since the Members had placed 
their confidence in us and followed us into aviation we would rather lead them 
out of aviation and reserve for ourselves the distinction of having perhaps 
been the only aviation underwriters to withdraw from the class without loss 
to the Companies involved. At this stage the President of one of our Member 
companies (who was one of the first to whom Reed Chambers and I appealed 
in the days when we were trying to organize the Group when many insurance 
executives felt that our plans were too fantastic for serious consideration) 
made some remarks which, without attempting to use his exact words impressed 
all and were as follows: 

“‘T am thinking of the time back in the early days of 1928 when Beebe and 
Chambers appealed to my patriotism to assist them in organizing a Group of 
American insurance companies to support the development of American avi- 
ation. They emphasized the complaint that American civil aviation was behind 
European civil aviation, first, because of a lack of support in the form of sub- 
sidies from our Government and, secondly, because American insurance com- 
panies had not supported American aviation as European insurance companies 
had supported European aviation. They stressed the fact that a civil aviation 
industry was a necessary foundation for national defense and military aviation. 
Beebe and Chambers did not hold out the hope of an underwriting profit, in 
the early days of the undertaking but they did feel that it was the obligation 
of American insurance companies to get in and help American aviation, par- 
ticularly now that the farsighted action of Congress in enacting the Air Com- 
merce Act of 1926 had made available the necessary Government support and 
the only remaining weak link was that of insurance. 

“*The reasoning advanced appealed to me as it appealed to the executives 
of the other Companies which formed the nucleus of the USAIG which I am 
proud to say we have been a Member of for the past 14 years. I, for one, 
feel that in contributing the help of my Company to the organization and 
operation of the USAIG, I have performed a service for our Government that 
is just as important as though I had designed a valuable military aircraft. 
No industry has ever developed without the support of insurance and capital 
necessary for the development of an industry has never been attracted unless 
protected by insurance. Our Group was the first of its kind to be formed in 
the United States to meet the needs of American aviation. It set the pattern 
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which has subsequently been followed by its competitors and remains the only 
Group composd exclusively of American companies. Feeling that we have per- 
formed a valuable service to our Government, I hope that nothing will develop 
in the future that will convince Beebe and Chambers that the operations of 
the USAIG should be curtailed or discontinued. If, in their judgment, opera- 
tions should be drastically curtailed because of unpredictable hazards I am 
content to follow their recommendations.’ 

“3. All felt that the Group had performed a useful and patriotic service and 
that it should be continued even though in the opinion of the Managers it might 
be desirable to limit the scope of its operations during the war period so that 
it would be ready and unimpaired to assist in the development of aviation dur- 
ing the postwar period.” 

(Nore.—After reciting the above to the examiners I explained to them as I 
should to you that at the time the USAIG was being organized, aviation insur- 
ance in the United States was in effect a monopoly in the hands of Barber & 
Baldwin who represented only the Independence Fire Insurance Company of 
Philadelphia and its Casualty affiliate, the Independence Indemnity Company. 
I also explained that the reason the USAIG was composed of American insur- 
ance companies was not due to any feeling towards insurance companies whose 
Home Offices were elsewhere but a feeling that it was in the interests of the 
USAIG to restrict membership to Companies whose Home Offices and chief 
executives are located in the United States to whom we could present our case 
in the event of unexpected misfortunes. ) 

(ce) I then went on to explain, but never got around to incorporating it in my 
partly completed memorandum that the USAIG had declined to make its facili- 
ties available to any operation irrespective of the premium reward offered that 
was not in the opinion of the Managers in the best interests of the development 
of a sound aviation industry. 

(d) We had made available, first at the request of the War Department and 
later at the request of the Navy, Accident insurance for their flying personnel 
on a basis that no other insurance institution had been willing to study and 
present. We made available insurance to protect the experimental blind flying 
of Jimmy Doolittle (now Major General Doolittle) which seemed to be extremely 
hazardous, in the belief that commercial aviation could never succeed without 
the development of precise information for instrument flying. We insured the 
National Geographic’s stratosphere flights which were purely scientific in char- 
acter and suffered a loss because of the anticipated value to engineering knowl- 
edge but we declined to insure other stratosphere flights which were conducted 
for advertising, personal gain. We insured at great hazard the first design of 
the majority of current military aircraft—ad infinitum. 

(e) Most important appeared to be my emphasis on the fact that the USAIG 
through its insurance relations with the Pan American Airways System was the 
first to carry the operations of many insurance companies beyond the bounda- 
ries of the United States into international trade. This does not, of course, 
apply to Companies engaged in Marine insurance or to the few Fire Companies 
operating in foreign fields through the American Foreign Insurance Association, 
the American International Underwriters or on their own but, personally, I will 
always remember the days, particularly from the standpoint of our Member 
Casualty Companies, when we asked permission to follow the American flag in 
the air in foreign fields. 

(f) It may be presumptuous on my part to feel that the USAIG has played 
its part as an advance guard of American insurance in foreign fields through 
the air but I feel it is sufficiently accurate to at least mention. 

(g) I received assurances from the examiners and Mr. Collins of the New 
York Insurance Department that no act on their part would ever prevent our 
doing those things that we felt necessary in order to compete in foreign territory 
and bring to the United States premiums that might otherwise go to London 
or elsewhere. They seemed impressed by the fact that in the USAIG we 
reversed even though (because of the war) it is now only a trickle, the accus- 
tomed flow of reinsurance to the London market. 

(h) I am not at all sure that in this section I have made the points which 
I have tried to stress clear in that I hope our Members are taking a certain 
amount of pride in the part that their combined efforts have played in the de 
velopment of civil aviation without which our military aviation could not have 
been. I also hope that I have brought out the fact that to a small degree at 
least, the USAIG has flown insurance beyond the borders of the United States. 
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SECTION 4 


(a) Following our decision to follow the American flag in the ever expanding 
operations of the Pan American Airways System which until the last four years 
was confined to the Western Hemisphere, I have taken the position that those in 
London who are our Reinsurers and friends and might have business reasons 
to respect our wishes that the Western Hemisphere was our backyard and the 
rest of the world theirs or someone else’s. I extended our sphere beyond the 
Western Hemisphere only to the extent that we followed American owned opera- 
tions wherever they might go as insurers of other countries expected and did 
follow the insurance of their international operations irrespective of geo- 
graphical locations. 

(b) Back around 1934 we and the Managers of the other principal aviation 
insurance Groups, foreseeing the importance that international aviation was 
destined to play, formed what was known as the International Union of Aviation 
Insurers which met annually in a different country. The USAIG was the only 
Group in the United States to show interest in international aviation but the 
membership of this Union embraced interested elements in the London market, 
the three Scandinavian pools, the Belgian, Dutch, Swiss, Spanish, French, 
Italian and German Groups. While the problems of each varied, I do feel that 
in an indirect way we, through our association with the Managers of these 
different Groups, learned something of value to bring back to America aviation 
and that American aviation has profited as a result. In passing, I might men- 
tion that it was as a result of our Membership in this Association that we 
handled all of the problems arising out of the accident in 1937 to the Airship 
Hindenburg at Lakehurst for our present enemies, the Germans. We learned a 
great deal of interest in the handling of the Hindenburg cases which was a 
service performed by the United States Aviation Underwriters, Inc., for no fee 
on the theory that barring a war one of our aircraft might meet with misfortune 
in Germany and we would appreciate similar sympathetic treatment. In men- 
tioning the Hindenburg. I do not want to arouse war passions but merely to 
illustrate how the interests of the USAIG, like any aviation insurer, cannot 
fail to become international in character. 

(c) Most of the European pools exchanged reinsurance among themselves and 
a great deal was offered to us which we would not consider other than cessions 
from one particular office in London where we had confidence in their under- 
writing judgment and then only did we assume reinsurance cessions in respect 
to British owned operations that were under this underwriter’s strict super- 
vision. I believe I am correct in that we have made a profit for our Companies 
with respect to this reinsurance assumed which was growing rapidly but has 
dwindled as‘a result of the war. 

SECTION 5 


(a) You are familiar with the fact that the USAIG operates a subsidy in 
Canada known as the CAIG. I believe all of you are also familiar with the fact 
that we entered the Canadian field at the request of the British Aviation Insur- 
ance Company, Ltd. (formerly the British Aviation Insurance Group) which 
suggested that an underwriting office be opened as a joint undertaking with us 
as Managers because of our closeness to the scene of action. You are also aware 
of the fact that our Government directly or indirectly through South American 
Government is investing vast funds in the development of commercial aviation 
throughout Latin America, all of which must be insured. It is my desire to see 
as large a part of the premiums paid in connection with these operations as 
possible come or come back, if you care to say it, to the United States. 

(b) There were developments last summer which spurred me into action when 
I felt that an element in the London market that, for reinsurance reasons, should 
respect our wishes was trespassing in a field which I had hoped to develop for 
American insurance companies insofar as aviation is concerned. I do not 
pretend to be a diplomat and you may feel that I was indiscreet and too frank 
but I would like very much to ask you to read the enclosed copies of letters 
dated September 8th, 1942 and September 10th, 1942 which I addressed to 
Captain Lamplugh in which I deal with both the Canadian picture and the 
South American field. After having dispatched these letters I was worried for 
fear that such frank talk might cause untold repercussions. To prevent any 
adverse effect on our reinsurance market I sent copies to Mr. Harvey Bowring 
of Messrs. C. T. Bowring & Company, our London correspondents. I am not 
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asking that you concern yourself with the differences which had arisen between 
Captain Lamplugh and myself with respect to the Canadian field but you will, 
I am sure, be interested in the views which I expressed with respect to South 
America, whether you concur in them or not. 

(c) The results of this letter were far reaching and most interesting. The 
British Aviation Insurance Company whose Chairman, I believe, is also the 
Chairman of the North British & Mercantile Insurance Co. Ltd., immediately 
eanceled all plans for the South American survey or any steps in relation to 
South America that did not meet with our entire approval. The next develop 
ment was a very pleasant visit which I believe it is now in order for me to 
mention with Mr. E. R. Pullbrook, Chairman of Lloyd’s who made a hurried 
visit to Washington and New York on other matters. Mr. Pullbrook informed 
me that he had read my letter as had the other principals of the Committee of 
Lloyd's and that he concurred wholeheartedly in the views which I had expressed. 
Mr. Pullbrook took occasion to tell me of his knowledge of the standing of the 
USAIG with Lloyd’s as a whole and the high regard in which this office is held 
by all syndicates that have had any relationship with us. He wished to assure 
me that Lloyd’s had no part in this proposed survey for the development of 
postwar aviation insurance by Haward which was strictly a BAIC plan. 


SECTION 6 


(a) It was agreed that some common action by the American and London 
markets might be desirable along lines that had not as yet suggested themselves. 
We have “mended our fences” with Captain Lamplugh in a temporary manner 
but from the enclosed correspondence and my conservation with Mr. Pullbrook 
you may rest assured that a large part of the insurance world is concentrating on 
a toehold to play a dominant part in the development of postwar international 
trade with aviation and aviation insurance as its spearhead. 

(b) It was of extreme interest to me to find that Haward whom I had known 
well on the other side was an intimate acquaintance of Mr. Guerrini of the 
American Foreign Insurance Association with whom he had been stationed in 
the same capitals of Europe in the past. Mr. Haward told me that he hoped to 
secure from Mr. Guerrini letters of introduction to his Branch Managers through- 
out Latin America to aid him in this survey but I expressed the opinion to him 
after the air had been cleared by an exchange of cables with Captain Lamplugh 
that I thought for him to ask Mr. Guerrini for letters of introduction might be 
embarrassing to Mr. Geurrini since the latter’s function was to advance the 
interests of American insurance companies in foreign countries and not those 
of the London market. Explained in this light Mr. Haward concurred whole- 
heartedly and his last remark to me on the subject of South America was to 
the effect that he would be very happy never to even hear the subject mentioned 
again. I am afraid that some of our Members will feel that I have handled 
this situation like a bull in a china shop and will disapprove of my well intended 
but perhaps unintelligent efforts to further the interests of American insurance. 

(c) Because of my many visits to London, the friends that I have made there 
and the interest which I have taken in studying their operations, some of my 
friends have referred to me as an “Anglo-maniac” which, if I understand the 
term, is a reference that I will not deny providing it is understood that my 
first interest is and shall be the United States of America and the furtherance 
of American insurance interests here and abroad. 


SECTION 7 


(a) At this point some may wonder whether we have conferred and cooper- 
ated with the American Foreign Insurance Association which organization I 
understand performs a service for American Companies operating outside of 
the United States in a manner comparable to the service which we are trying 
to render for our Member Companies in respect to aviation insurance. We have 
worked closely with the AFIA and both Reed Chambers and I knew well its 
former General Manager, Mr. Harry Austin, and know its present General 
Manager, Mr. Guerrini. 

(b) As the USAIG has been interested in South American airline business 
and particularly Pan American Airways for the past 14 years we have frequently 
utilized on a fee basis the Branch Office service of the AFIA in South America 
and have always received splendid cooperation, particularly from Mr. Cunning- 
ham at Rio. 
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(c) Because of the absence of other suitable means of transportation, South 
America is certain to see a tremendous development in air transportation much 
of which will have been financed by the United States to assist in a trade 
development in which our country is vitally concerned. It has always been a 
little disappointing to me that the membership of the AFIA is not identical to 
the Membership of the Hull section of the USAIG because there is obviously 
a community of interests between the USAIG and the AFIA. According to my 
information the AFIA is composed of the following thirteen Companies, six of 
which are Members of the USAIG: 

The American Insurance Company. 
Continental Insurance Company. 
Fidelity-Phenix Fire Insurance Co. 
Fire Association of Philadelphia. 
Glens Falls Insurance Company. 
Great American Insurance Co. 
Hartford Fire Insurance Co. 

The Home Insurance Company. 
Phoenix Insurance Company. 
Springfield Fire & Marine Insurance Co. 
St. Paul Fire & Marine Insurance Co. 
United States Fire {nsurance Co. 
Westchester Fire Insurance Company. 

The American, Continental, Fidelity-Phenix and the Glens Falls are members 
of the Associated Aviation Underwriters Group; the Great American of the 
Aero Insurance Underwriters Group and the Fire Association is currently not 
participating in aviation. From the foregoing, it will be observed that seven 
of our Member Fire Companies are not participants in the AFIA. 

(d) We also know well and have at times worked on particular problems with 
the American International Underwriters Corporation. Two of our Member 
Companies, namely, the Maryland Casualty Company and the National Union 
Fire Insurance Company and one of our Associate Fire Members, the Birming- 
ham Fire Insurance Company, are affiliated with the American International 
Underwriters in their activities outside of the United States. 

(e) For the purpose of keeping them informed of the developments in our 
domestic aviation insurance business, the South American Managers of the 
AFIA receive copies of all releases which we send out to agents and producers 
in the United States and these Managers appear to be interested and pass to 
us information with respect to aviation developments occurring in their terri- 
tories. All of them see the importance which aviation and aviation insurance 
are assuming. 
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SECTION 8 


(a) In addition to providing insurance for the Pan American Airways System 
for more than a decade, we are writing various other South American opera- 
tions all of which have been profitable to the Group. These operators wanted 
American insurance because they were using American aircraft, American en- 
gines and, to a large extent, American trained personnel and also had other 
definite ties with the States and the American aviation industry. One of these 
operators we took away from the German market long before the war because 
they learned that when they had a loss the recovery could be used only for the 
purchase of additional equipment in Germany. 

(b) Such South American business as we have written has been handled in 
what some may feel a rather high handed manner in that we would issue only 
dollar policies against cash in New York for obviously Reed Chambers and I 
were in no position guaranteeing all earned premiums to our Member Companies, 
collected or uncollected, to have funds tied up by embargoes. We placed the 
responsibility on insureds for making funds available for the payment of premi- 
ums as well as securing Government authorization for non-admitted insurance 
where nationalistic laws prevailed and otherwise precluded American insurance. 
Contrary to my understanding of the thoughts of the AFIA as to what might 
be accomplished, we have to date met with cooperation in many countries in 
securing special authorization for the use of our facilities when a plea was made 
for their use by operators. 
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SECTION 9 


(a) The virtual elimination of the Italian and German markets as a source 
of reinsurance for South American countries, insofar as aviation is concerned, 
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resulted in a constant stream of reinsurance offerings to the American aviation 
insurance market all of which, irrespective of the desirability of the operations, 


we naturally declined not only because I felt we could not control the business 
satisfactorily but because we have from our Companies authorization only to 
reinsure certain elements in the London market. In some of these offerings we 
have agreed to take a direct and controlling participation only and then on our 
terms as mentioned above. 


SECTION 10 


(a) The very fact that I am discussing international matters may be a shock 
to some of our Member Companies who have heretofore confined their interests 
to business within the United States and have had no interest in what took 
place elsewhere. As I see it, we cannot in the future close our eyes to what 
takes place beyond our borders and assume the same role in insurance as we 
have in the past. Our domestic aviation has become and will continue to become 
increasingly interwoven with our international aviation to the extent that elimi- 
nation of the international feature will, for the sake of continuity of coverage, 
automatically restrict operations in respect to related domestic aviation. 

(b) It may sound a little far afield but I think the position of the aviation 
underwriter of the future is going to be very much like that of the ocean marine 
underwriter whose field is the world in world competition. Very likely the avia- 
tion underwriter whose operations were confined to the United States would be 
no more important a factor in his class than the ocean marine underwriter whose 
field is limited to operations within 100 miles of our coast line. 

(c) If my reasoning is correct, the time is approaching when it is important 
that we have a good working knowledge of the thoughts and desires of our 
Member Companies so that we may be guided accordingly. To illustrate some of 
the international competitive problems that the Insurance Department regula- 
tion of American insurance could not assist in controlling, I might mention the 
case of the trans-Atlantic service conducted prior to the war by the Pan American 
Airways System and Imperial Airways, now British Overseas Airways. Imperial 
Airways’ insurance was naturally placed in the London market while Pan 
American’s was placed in the American market. These friendly but otherwise 
competing companies were constantly comparing notes on insurance problems 
and it was desirable to have some uniformity. This was particularly true with 
respect to Trip Accident insurance for trans-Atlantic flights. Many passengers 
instead of purchasing round trip insurance would buy their insurance for one 
trip in the American market and the return trip in the London market or vice 
versa. To develop uniformity I negotiated a step which worked satisfactorily by 
setting a schedule of rates for the American market which the London market 
accepted. 

SECTION 11 


(a) As you know, Mexico and several South American countries have prohibi- 
tions against foreign insurance or the restrictions applicable to nonadmitted 
insurance are difficult. If my recollection is correct, much of the insurance 
legislation barring foreign companies was instigated by a brilliant and active 
Italian aided by German influence. There can be no question but that the 
citizens of any one country are free to handle their insurance problems as they 
think best suits their needs but it was very interesting to me to find that in many 
instances where foreign insurance was barred and local companies were estab- 
lished, the Assicurazioni Generali of Trieste seemed to turn up in the controlling 
position as a reinsurer. After the current war started but before we participated, 
I ran into some extremely embarrassing situations in securing the renewal of 
temporary privileges to provide required insurance for Pan American Airways 
and was obliged to appeal to the Assicurazioni Generali of Trieste which alone 
for a time blocked approval. 

(b) In the United States we accord foreign Companies the privilege, after 
putting up deposits, of coming in and competing with our domestic Companies on 
a basis of equality. It has been my hope, insofar as South America is concerned, 
that an incentive can be developed for the relaxation of insurance laws to the 
extent that American Companies coming in, putting up their deposits and paying 
taxes can otherwise compete with domestic companies on a basis of equality and 
then let insureds decide where they think their interests will be best taken care 
of and where they may secure the service they wish. It may be selfish to harbor 
such hopes but it does not seem unreasonable in view of the situation prevailing 
in the United States and the Dominion of Canada. To provide reinsurance facili- 
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ties for domestic carriers would merely serve to perpetuate the prevailing 
condition. 

(c) There is no comparison between what I am proposing and the direct writ- 
ing competition of Lloyd’s in the United States to which I am opposed as much as 
all of our Members in respect to those classes of insurance which our Member 
Companies make available. The situation is comparable only with that prevail- 
ing between American Companies and British admitted Companies. I know that 
others hold a different view on this subject and it is here that I seem to be at. 
odds both with some of our Departments in Washington and with part of the 
London market. The London market seems quite content to draw its share of 
premiums out of some of the South American countries by way of reinsurance 
and inasmuch as they are willing to provide reinsurance and we are not and 
South American Companies would naturally like to have the credit of being the 
companies of issue, we have had to release our friends in London from any ob- 
ligations not to accept any and all business in South America when it was 
handled by way of reinsurance. 

SECTION 12 


(a) We are furnishing (for training purposes and otherwise) aircraft to many 
Central and South American countries paid for, I believe, out of the taxes whica 
we pay. The Government requires that these aircraft be insured and they pre- 
sent desirable insurance risks at our rates and on our terms. The Departments 
supplying these aircraft are very anxious to gain the good-will of the countries 
involved and have not only objected to our request for aid in securing permission 
for non-admitted insurance but have been critical of our efforts to place Ameri. 
can insurance companies in the position of direct writing carriers. 

(b) While all would like to see the premiums paid come back to the United 
States rather than go to London in their entirety, some have taken the position 
that if American insurance companies insist on direct participation, the local 
citizenry want to uphold domestic carriers and the London market is content to 
provide reinsurance then the premiums will have to go to London. 


SECTION 13 


(a) Please do not gain the impression that I am being carried off my feet by 


intended pressure from relatively minor Government officials who have not had 
the experience to enable them to see what a broad problem their suggestions auto- 
matically open for the experienced insurance executive. We have had all kinds 
of unreasonable requests which, after much arguing and the drawing of pictures, 
we have been able to dispose of but I do think that what I have said here 
ean be taken as a straw to show in what direction an increasing velocity of 
wind will possibly blow in the near future. I am not going to jump off the deep 
end or make any commitments that would involve our Companies but I think you 
will appreciate that I have touched on many angles that we cannot ignore and 
that I, who am more or less on the firing line, should have some general idea of 
the manner in which the Members of our Advisory Councils are thinking to the 
end that we may quietly work for those things which seem desirable, particularly 
insofar as the postwar world is concerned. 

(b) Aviation insurance is a relatively unimportant factor and the matters 
which I have brought up are inseparably interwoven with the problems of Amer- 
ican insurance companies in the many other classes which they write and which 
may become involved in this same complex problem of the not distant future. 


SECTION 14 


(a) I have already covered so many involved subjects that should stimulate 
thinking that I might as well include another which I think is related if the 
USAIG is going to compete in the world market not only to bring premiums to 
the United States but to protect its own position in the domestic field. 

(b) On March 19th, 1942 I addressed a memorandum (Casualty Memorandum 
#453) to our Member Casualty Companies and on April 1st a similar memoran- 
dum (Hull and Group B Memorandum #54) to our Member Fire Companies, 
both under the following caption : 

“Pooling of liability by casualty and fire companies with respect to avia- 
tion insurance for the purpose of giving both classes of carriers a better 
spread making it possible to retain part of the premiums now paid reinsurers 
and placing both casualty and fire companies in the advantageous position 
which foreign companies and our reinsurers have always demanded”. 








328 THE INSURANCE INDUSTRY 


As you will recall, in these memoranda I pointed out that a review of the 
USAIG’s experience from inception not only proved the wisdom of London 
Reinsurers in demanding a share in both our Hull and Casualty reinsurance but 
indicated that our Member Casualty Companies would have had a more constant 
loss ratio as would our Member Fire Companies if each had had a share in the 
writings of the other. I also expressed the opinion that had an exchange of 
reinsurance been deemed desirable and legal it would have been possible for 
us to have reinsured less extensively and kept more dollars in the United States 
without either upsetting our reinsurers or in any way defaulting in my personal 
obligations to them for having made it possible to start the USAIG 15 years 
ago. 

(ec) In touching on this subject I want to make it perfectly clear that in my 
position as a Manager for aviation of a group of Fire and Casualty Companies, 
I am familiar enough with the problems of both classes of carriers to look with 
abhorrence on any suggestion that would permit the direct writing of Casualty 
lines by Fire Companies or the direct writing of Fire and Marine lines by 
Casualty Companies. I inject this statement without going into detail for I 
know that many of our friends have very definite views on this subject and in 
the absence of a repetition of my views might be prejudiced with respect to the 
following. 

(d) The replies received to the foregoing memoranda were extremely inter- 
esting—some went to great lengths to show me that while such a plan might be 
desirable it was contrary to insurance laws, others expressed the hope that 
the matter would be explored further. In sending out my memoranda I did 
not suggest any method by which the results proposed could be accomplished 
for I was merely interested in determining whether our Members approved of the 
pooling of liability in principle in the event it did not have any adverse effect on 
their other business. 

(e) As you know, in connection with the Air Transport Association Insurance 
Study and the current Civil Aeronautics Board investigation of aviation under- 
writing practices, it was both necessary and advisable for me to confer with 
Mr. Collins of the New York Department who has active supervision over avia- 
tion insurance. I found that both Mr. Collins and the examiners were not only 
extremely interested in what we have done outside of the United States but 
were anxious not to take any steps that would handicap our effort to make 
America the aviation insurance center of the world. In fact, Mr. Collins was 
so interested in the subject that I asked him if he was anxious to have us ina 
position where we could compete on a basis of equality with foreign companies 
and, as there appeared to be no doubt of his attitude in this matter, I delved into 
the advantages which British Companies had in being able to write all classes 
of aviation in one type of carrier. 

(f) There appeared to be two courses open through which distribution of 
liability and premiums might be accomplished which I shall describe below 
for your considerations as Suggestions A and B. The first is orthodox and 
a little more complicated from a mechanical standpoint while the second is 
very simple, unusual and thought provoking. 

A. The formation of two reinsurance Companies, a Casualty reinsurance Com- 
pany and a Fire reinsurance Company with the Member Fire Companies accord- 
ing to their rateable participations owning the Casualty reinsurance company 
and the Member Casualty Companies according to their participations in the 
Group owning the Fire reinsurance company. These Companies, I believe, 
could be operated by us for account of the Member Companies with little or no 
expense and with our present staff. 

B. It is obviously essential that our Member Casualty Companies have avia- 
tion Hull facilities and vice versa to enable both classes of carriers to participate 
in aviation insurance. At the present time our Member Casualty Companies 
pay us a fee for managing their aviation affairs out of which we pay all ex- 
penses other than taxes, losses and loss expenses. Concurrently our Member 
Fire Companies pay us a fee for operating their aviation business out of which 
we pay all expenses other than taxes, losses and loss expenses. If it is essential 
to the Casualty Companies that Hull facilities be maintained and for the Fire 
Companies that Casualty facilities be maintained, it would appear that the 
Casualty Companies, for example, might pay us a fee in addition to that which 
they now pay us of, say, 30% of the aviation Casualty volume for maintaining 
Hull facilities. Concurrently, the Fire Companies might pay us an additional 
fee of a similar percentage for the purpose of maintaining aviation Casualty 
facilities... Theoretically we, as the common Managers, could decide that we do 
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not need any part of these fees and could place the total in a separate bank 
account. At the end of the year we elect to return the fees in full but instead 
of giving back to the Casualty Companies the exact fee received from them and 
to the Fire Companies the amount which they paid we make the return to the 
Fire and Casualty sections to the extent that the aggregate fund would permit 
in a manner that would equalize the loss ratios between the two sections of the 
Group. 

(g) I went through this Plan B step by step with Mr. Collins and I think 
I am justified in stating that he could see nothing wrong with the Plan and, 
in fact, considered it so interesting that he would like us to explore it further. 
He could not make up his mind as to whether it was or was not reinsurance or 
a subterfuge therefor. He feit that it might place us in a position to compete 
with foreign companies who absorb all classes in one carrier. He suggested 
that if, upon further exploration, the idea had an appeal to our Companies it 
might necessitate some legislation. I made the comment that legislation auto- 
matically involved publicity and if the idea was ingenious I saw no reason why 
we should pass it over to others in its early stages. 

(h) I, of course, have not given consideration to the details of this plan 
but it is interesting to think of in principle and also what it might accomplish. 
In the USAIG we have Fire Companies which own Casualty affiliates, Casualty 
Companies which own Fire affiliates and both independent Fire and Casualty 
Companies. On the surface one may feel that the position of a Casualty Com- 
pany owning a Fire affiliate and a Fire Company owning a Casualty affiliate is 
different from that of an independent Fire or Casualty Company but in the 
long run I do not feel that owning an affiliate effectively pools liability— 
certainly no Casualty affiliate wishes to write unprofitable business to aid its 
Fire parent or vice versa. 

SECTION 15 


(a) I have just been told that the British Government has recognized insur- 
ance as an essential war industry so that the framework of the British insur- 
ance industry may be maintained for the development of postwar trade. It 
would certainly be gratifying if our Government could see the importance of 
our American insurance industry to the postwar trade about which the Govern- 
ment is saying so much. 

Many of you, after reading this memorandum, (if you do read it) may feel 
that I should forthwith be confined to a sanitarium and being always desirous 
of anticipating all wishes and making matters as easy as possible for those 
who have been so patient, I shall give immediate consideration to locating a 
suitable place and making a reservation. As silly as all of the foregoing may 
have seemed to some I hope that there are a few that will realize that I have 
covered subjects that, whether we like it or not, we are going to have to face and 
as pressure is applied to me by Government agencies I cannot be just unre- 
sponsive. Again, the London market as a whole is now awaiting some suggestions 
from me on the subject of South America and I have been holding off making 
any recommendations until I knew something of how you feel in the matter. 


Davin C. BEEBE. 
JANUARY 2, 1942. 


NoTe.—EMERGENGY SUGGESTIONS FOR THE CONVENIENCE OF ADVISORY COUNCIL 
MEMBERS 


In the difficult days to come when all will be understaffed, our ability to both 
retain the interest of Advisory Council Members and to preserve the privilege we 
have enjoyed of knowing that we may call on them for help as needed, will depend 
to a large extent on the consideration we exercise for their convenience and 
time. 

It has been the practice of Advisory Council Members desiring some informa- 
tion in a hurry or wishing to pass on some piece of news to us, to telephone or 
call on either Reed Chambers or me. For selfish reasons we have naturally 
enjoyed this privilege and honor but now Chambers will probably be away for 
the duration and additional duties require me to be out of the office a good deal. 
Experience indicates that many, on learning that Chambers and I are absent 
and not recalling or knowing the names of other and responsible members of our 
staff who could assist them, thereupon abandon the effort to acquire informa- 
tion desired or to pass on news that may be of importance to us. Unless 
a matter appears to be of definite importance it is human nature to be reluctant 
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to talk with those one does not know or ask an operator or receptionist who 
handles this or that. I feel that in many of these instances we have been the 
losers and I want to eliminate as far as possible the chance of repetition by 
giving you the following informal USAIG Home Office Emergency Directory. 


Worry Department (My Division of the USAIG) 

Miss Molly P. Caster—My secretary, who transcribes and dispatches memoranda, 
preserves copies and material relating thereto and can answer most questions 
on subjects covered. In my absence will locate someone competent to handle 


any requests she cannot deal with alone. Knows identity of all Advisory 
Council Members. 


General Administration 


Mr. Albert J. Smith—Financial Officer. 
Mr. Richard 8S. Anderson—Chief Underwriter 


Production and Agency 


Mr. James R. Graham—Manager Production Department (our contact with all 
Government aviation bureaus at Washington) 

Mr. Herbert W. Talbot—Agency Director (Releases to agents and brokers— 
advertising ) 


Underwriting 

Mr. Carl V. Fisher—Manager Compensation, Accident, Airport and Products Li- 
ability Underwriting Division 

Mr. Charles C. Compton—Manager Aircraft Hull and Third Party Liability Un- 
derwriting Division 

Casualty Claims and Hull Losses 

Mr. George W. Orr*—Director Casualty Claims 

Miss May G. Stafford—Manager Hull Loss Department 


Policy Forms, Drafting, State Filing and Approvals 
Mr. Richard F. Pruss—Supervisor of Contracts 


The foregoing is intended to be in the nature of an informal introduction to 
the above members of our staff who may on occasion be of help to you. Most 
Members know Anderson and Smith but between necessary traveling and in- 
creased Committee meetings they may not be available when wanted, hence the 
classified directory. If its presentation should save time, long distance toll 
charges or trouble for any Members, I will be delighted. 


Davip C. BEEBE. 
Dec. 1, 1942. 


SEPTEMBER 8, 1942. 
Re South American business. 
Capt. A. G. LAMPLUGH, 
British Aviation Insurance Co., Ltd., 
London, England. 


Dear Lamps: I recently received from Ashley Haward a letter dated August 
2ist, of which the attached is a copy, commenting on his conversations during 
the latter part of July with Reed Chambers, Al Smith, Dick Anderson and myself. 
I assume that Haward sent you a copy of his letter but in the event he did not 
or that it went astray, the enclosed will serve to complete your files. I understand 
from Tudhope (who was in New York last week) that Haward is on a visit to 
Western Canada and under the circumstances, it would seem that there may be 
time to exchange letters with you before replying to him. At least I will try 
it so here goes for a letter which I am more conscious than ever should have 
been written to you a long time ago. 

I don’t doubt for a moment that Haward thought he had unsuspectingly stepped 
right into a hornets’ nest and was greatly shocked as a result. Haward was, of 
course, the innocent victim of circumstances beyond his control and just hap- 
pened to arrive at the most inopportune time possible. As a result, he received 
a blast which he was naturally unable to understand. 

During the past year we have suffered greatly in the loss of our key men or 
executives as a result of their entering the Services and because of death. We 
have, of course, not been hurt as yet to the extent that offices in London have 


*Represents USAIG in respect to legislative matters. 
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suffered but we have been in the war only a short time and have not as yet 
adjusted ourselves physically or psychologically to conditions which by now are 
an old story to you. 

Reed Chambers left us to serve the Government a year ago last May and we 
had an opportunity to consult with him only on infrequent occasions when he 
spent perhaps one day a month with us. His absence made things difficult for the 
USAIG and particularly for me personally. I was delighted when he finished 
his job in Washington and returned to the office during the middle of June to 
help us. His return seemed like a Godsend since we had lost so many during 
his absence due in part to the policy we had adopted upon our entry into the 
war of not asking that anyone be exempt from entering the military service or 
that anyone be discouraged from volunteering. With Reed Chambers’ help we 
all felt that we could make out satisfactorily during the period of the war with 
a skeleton organization even though we realized that we would have to eliminate 
many of our extra curriculum activities. It was only about 48 hours prior to 
the time that Haward telephoned advising that he had just docked in New York 
that I had heard the demands from Washington for Reed Chambers’ services 
were such that they could not be ignored and that he was going to have to return 
to a Government job within about a week’s time. The disappointment throughout 
our organization was great but we had all come to the conclusion that it was a 
situation that had to be faced. 

Under the circumstances, you may be able to appreciate a little the psycho- 
logical effect on Reed and our principal executives when they learned that Haward 
had been released from the Service for the purpose of proceeding to South 
America to perform missionary work in connection with the post war development 
of aviation insurance. On the very day Haward came in a large part of our 
time had been devoted to a round table discussion of how we could curtail our 
operations, reduce expenses and arrange to take over the duties of others we 
knew would shortly enter the Service and on whose behalf we had decided to 
make no plea for their exemption from military service. The whole idea of 
someone being released from the Service to lay the groundwork for post war 
development and ali the expenses that such missionary work would involve hit 
us between the eyes and was inconsistent with the attitude which we had adopted 
in the belief that we were being helpful to the winning of the war. 

The situation with respect to both Canada and South America is extremely 
complex and involves so many ramifications that it is going to be advisable for 
us to frankly discuss many angles so that a clear picture of the whole may be 
attained. 

When you first advised me more than a year ago that the BAIC was contem- 
plating opening an office in Canada under the management of Haward following 
his release from the Service I told you that I did not feel that there was any 
business in Canada that could be secured without trespassing on the toes of 
the Aero, the Associated or the CAIG inasmuch as there would probably be no 
new business until after the war and all available business is already taken care 
of. Some time later when Mr. Harold Warner, the United States Manager of 
the Royal Liverpool Group, asked me to call on him so that he might read to me 
a lengthy letter which he had received from his Vice Chairman in Liverpool, on 
the subject of the opening of the proposed BAIC Canadian office so that we could 
discuss this plan, I very frankly told Mr. Warner that I foresaw grave compli- 
eations. I readily conceded that the BAIC and its Member Companies had every 
right to open and operate an office in one of Great Britain’s largest Dominions 
and made it quite clear that I considered the Dominion was a proper prerogative 
of the London market. 

I then explained to Mr. Warner precisely how we came to form and operate 
a Canadian subsidiary known as the Canadian Aircraft Insurance Group under 
the management of Squadron Leader John H. Tudhope. I wanted Mr. Warner 
to understand that we would not have entered the Canadian field by ourselves 
at the time we did had it not been for a suggestion which you had advanced to 
the effect that the BAIC and the USAIG open a joint office in Canada for the 
development of aviation business under our supervision because of our proximity 
to the scene of operations. I then pointed out that on the strength of this sug- 
gestion I made a commitment to Trans-Canada Airlines that if they would place 
their business with this new organization an office would be opened, staffed by 
men who could give them the same kind of service that the BAIC could give 
British airlines based in England and the USAIG was able to give American air- 
lines operating in the United States. I then went on to say that following receipt 
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of an order for the Trans-Canada account which was to form the nucleus of the 
business for the new concern, I promptly proceeded to London for the purpose 
of working out with you the details necessary for this new Group which we were 
to jointly own and operate. I also emphasized the fact that at the time I left 
London to return to New York I had every assurance that our joint venture had 
the necessary blessings from all interested principals and that it was some time 
after my return that I received word from you to the effect that your Chairman 
= vetoed the entire undertaking and that we were, therefore, left to carry on 
one. 

As I knew how both surprised and embarrassed you were over this unexpected 
turn of events I went to great lengths to tell Mr. Warner how upset you were 
as the result of developments totally beyond your control. I pointed out that 
having acquired Trans-Canada we had to carry through with our commitment 
and we accordingly employed Squadron Leader Tudhope whose name had been 
suggested for this job by you or one of your friends when we were sitting around 
the Royal Air Force Club one night. To complete the picture, I stated that we 
understood perfectly your inability under the circumstances to carry out the 
plans that we had worked out and that there were no feelings whatsoever between 
uS as a result. 

My reason for reviewing this whole picture with Mr. Warner was due to the 
fact that in the letter which he had received from Liverpool and read to me the 
statement was made by the writer of that communication to the effect that he 
understood that the BAIC had received an invitation to join with the USAIG 
in opening a joint office in Canada rather than that the proposal had been made 
to us and we had been obliged to carry through with our part of the plan because 
of the commitments which had been made to Canadian aircraft owners during 
the period that we were trying to work out the details of a joint office. 

Having covered past developments Mr. Warner and I then went on to discuss 
the future of Canadian aviation underwriting in the light of the information 
received to the effect that the BAIC planned to open its own Canadian office. 
Mr. Warner expressed the hope that the CAIG would work closely and cooperate 
with Haward and the BAIC and I told him that I would gladly recommend such 
a procedure to Tudhope if it could be accomplished without automatically creat- 
ing other problems arising out of the fact that with a few exceptions affecting 
only certain standard forms of insurance, we do not agree rates and conditions 
with the Aero Group in Canada and that we frankly, in many matters, do not 
see eye toeye. I pointed out that while the Aero and the CAIG do not agree rates 
and forms in respect to Canadian business the differences have resulted in no 
harm to either but the injection of another market into the picture might con- 
ceivably alter the situation materially. I stated that if agreeing rates and forms 
with the BAIC automatically meant agreeing rates and forms with the Aero, 
I was in no position to make any commitment at this time depending entirely on 
how Haward conducted himself and how well he got along with Tudhope and 
if mutual confidence between the two could be developed. I thought it only 
fair and proper to picture this situation in advance. 

Of course, the amusing angle of the whole thing is the manner in which the 
interests and fortunes of the BAIC, the Aero Group and the USAIG and its 
Canadian subsidiary, the CAIG, are inseparably interwoven. The Royal Liver- 
pool Group is, I believe, one of the controlling or dominant factors in the Aero 
Group. The Royal Liverpool is also, I understand, one of the large, if not the 
principal, shareholders in the BAIC. The BAIC which in turn was going to 
operate a joint show in Canada with the USAIG is the principal Reinsurer of the 
USAIG and the CAIG to the extent that the BAIC at my request has always 
had first choice on all of our reinsurance treaties. I assume that the BAIC 
in turn accepts reinsurance from the Aero Group and to some extent from the 
Associated Group which, incidentally, is not very active in Canada and is not 
at all interested in Canadian Hull business. Now how all these elements in 
view of their “behind the scenes” relationships can operate more successfully 
with the BAIC opening its own office in Canada is something that I just cannot 
visualize. Personally I think it is just going to muddy the waters and in the 
final analysis, be detrimental to the interests of the BAIC and its sharehold- 
ing companies. It certainly is not going to assist either the Aero Group or the 
USAIG and any handicapping of the operations of these Groups will indirectly 
through reinsurance, adversely affect the BAIC. The CAIG is doing quite 
well at the moment and may continue to perform favorably providing its opera- 
tions are not handicapped by the injection of competition even at agreed rates. 
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The inability of the BAIC to carry through with the plan to open a joint 
office in Canada cannot be construed as a permanent barrier to the operation of 
the BAIC in the Dominion but I do feel and have felt ever since the CAIG was 
launched that it would have been a proper gesture on the part of the BAIC if 
it had refrained from the writing of direct business in the Dominion of Canada 
whether or not at agreed rates. The fact that the BAIC did continue to write 
some direct Canadian business could not be understood by our staff and it cer- 
tainly did not help us to make a profit for the BAIC as a Reinsurer. The in- 
ability of my associates to understand why the BAIC continued to write direct 
business in Canada after the formation of the CAIG was just another factor in 
muddying the waters into which Haward innocently stepped upon his arrival 
in New York. 

Recalling all that had taken place in the Canadian situation it was perhaps 
only natural that when Haward talked about “joint” development of South 
America, some of my associates wondered just what this term meant in the light 
of past experiences. 

As you know, over a period of years I have confined the operations of the 
USAIG to what I considered was our proper territory or sphere of activities 
and endeavored to direct all business elsewhere to you, the BAIC. We have 
been offered and are offered business from Australia, South Africa, India and 
numerous other places and on each occasion I have replied to these inquiries 
stating that I felt their business was the prerogative of the BAIC and the London 
market. I do not consider this attitude inconsistent with our present position 
in Canada where I feel that we are in the category of an invited guest working 
in your field and initially at your suggestion. In all of my replies to letters 
received from aircraft owners and assureds from all over the world asking 
that we make our facilities available to them, I have taken the position that 
our operations were confined to the Western Hemisphere—meaning North, 
South, Central America, Mexico, Cuba, the West Indies, etec—and that we 
would write business outside of this territory only if it involved American 
owned operations where it was advisable for the insurance to follow the oper- 
ations for the sake of uniformity. I recognize the fact that I have no right to 
carve up the world and say “This is my yard and that’s yours and that I will 
cultivate my garden and you cultivate yours” but I have said so much on the 
subject to so many people over such a long period of time that it was in the 
nature of a shock to me when I learned that you contemplate a survey of 
South American business for the purpose of eventually opening up offices in 
that field and competing with us in what I considered was our field and which 
I wanted to develop following the war when we would be in a position to devote 
the time and money to such an undertaking without criticism on the part of our 
Companies. 

Haward’s plan of getting into this South American situation now puts us 
in a position where to hold our own we must devote time, money, and energy 
to the matter when we were planning curtailment of our operations as a patriotic 
move. I know that we in the USAIG have no right in the world to tell the BAIC, 
any of its Member Companies or any one at Lloyd’s that they cannot do business 
in South America or any other place outside of the United States. It is not at 
all clear in my mind as to what Haward is talking about when he refers to 
“joint” development of the South American field by the USAIG and the London 
market. From parts of our conversation I gained the impression that he was 
referring to the development of South America by the BAIC and the USAIG 
and from other parts it would seem that he is including other elements in the 
London market in addition to the BAIC. Is Haward on your payroll and 
operating for the BAIC exclusively or is he an ambassador at large for Lloyd’s 
as a whole, the Aviation & General, etc.? Should there be an agreement with 
respect to rates and forms as between Haward and the USAIG will this 
agreement constitute a commitment on behalf of the London market as a whole? 
Offhand, it would seem unwise for you and me to tie our hands and leave 
ourselves open to competition from others and be unable to defend ourselves. 
In the enclosed letter Haward refers in the posteript to: “The Chairman of 
Lloyd’s has informed our Chairman that the Department of Overseas Trade has 
been in touch with the Authorities in Washington who have no objection 
whatsoever to our joint development in South America”. If Haward is repre- 
senting the BAIC only there would be justification for personal and business 
reasons (as a result of the reinsurance we ceded to you) for an understanding 
along quite different lines than would be the case if he is talking about the 
London market as a whole, a large part of which has no personal or business 
relationship with the USAIG. 
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As Haward naturally could not understand his reception because of a lack 
of understanding of past developments that had influenced our minds I have no 
clear-cut understanding of what either he or you are proposig as a plan of 
operation for consideration. Before passing any further opinions on the entire 
subject I think it would be desirable for you to be specific and to give me a 
eoncrete outline of what has been proposed and the exact identity of those 
in the London market who would endorse the suggestion and be bound by it. I 
am not thinking for a moment that you could tell the Royal, the North British 
and the many other companies interested in the BAIC and now operating in 
the writing of general insurance throughout South America that they cannot 
write aviation insurance. On the other hand, if they are perfectly content to 
leave their fortunes with respect to aviation insurance in your hands and you 
feel that a better profit to your shareholding companies can be produced through 
the development of business by the USAIG but with your assistance and with 
you receiving such share in reinsurance as you might like, then it would appear 
that you can influence the situation—at least as it affects the BAIC as an entity 
and its individual Member Companies and syndicates at Lloyd’s. 

Personally, I feel that all of our troubles are attributable to two things: 
(1) the fact that suggestions advanced have been nebulous and not understood 
thoroughly by all concerned, and (2) that the BAIC as a supporter and Rein- 
surer of the USAIG, has on many occasions competed with the USAIG in direct 
writings. As Alan Goodfellow probably told you I have for years been trying 
to explain and justify to my associates the developments that have taken place 
over a period of years. When, following the formation of the CAIG, some of our 
people would come across a BAIC policy outstanding or a quotation I was placed 
in an exceedingly embarrassing position and had to swallow such remarks as 
“Your friends are certainly loyal to you and supporting you in every way” 
and “the BAIC seems to want to have its cake and eat it too.” I finally got so 
that I retreated into a corner with the hope that everything would in the end 
work out for the best interests of all concerned. I feel that further efforts at 
justification would place me in a position with my associates of making them 
question my judgment and might result in the development of a lack of harmony 
and cooperation among the members of our staff. So let’s get down to brass 
tacks and find out exactly what each is thinking and proposing and who is 
involved in each proposal and if approved, what other people must be consulted 
before it can be put into effect. 

I might make it clear here that I do not think it would now be mutually desir- 
able to consider any such plan for joint operations such as was originally con- 
sidered with respect to the development of Canadian business. As for any other 
plan of joint operation, that would have to depend entirely on what is proposed 
and the conditions prevailing at the time. Every one has his desires and hopes 
and there is no reason why I should not be frank enough to express my own 
personal desires in this matter and they are briefly that if you are talking about 
the BAIC only I would like to see you stay out of South America and let us 
develop that field. If you are talking about an iron-clad agreement that will 
include all elements of the London market presently interested in aviation 
insurance that is a different matter and would involve a great deal of thought 
and study being given to detailed concrete proposals. 

This is a long letter but it seemed to me that in order to clear the waters it 
was essential to go through the whole situation from beginning to end with the 
hope that we can get it on the right track to our mutual advantage and future 
profit. 

With kindest regards. 

Yours very truly, 


(Signed) Davin C. Breese. 


[Personal] 


INSURANCE COMPANY OF NorTH AMERICA, 


Philadelphia, October 31, 1944. 
Mr. Davin C. BEEse, 


Chairman, United States Aviation Underwriters, Inc., 
New York, N.Y. 
Dear Dave: I think you will recall that about two years ago, during one of 
your and Reed Chamber’s visits to the office, we outlined our views in regard 
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to pool operations of the aviation insurance business, saying, in substance, that 
we considered this method desirable in terms of the airline business, but, as 
respects other classes of aviation insurance, that the time would come when 
we would want to handle such risks as we handle, say, the automobile business, 
i. e., for our own account. I recall that you both were in agreement with this 
point of view. 

We now feel that in anticipation of the post-war aviation business we should 
begin to prepare for independent handling of aviation business excluding air- 
lines. We are, as indicated above, entirely prepared to continue as members of 
the Agreement in respect to airline business. 

Can you advise us on the steps we should take to give effect to this? 

Yours very truly, 
T. LEAMING SMITH, 
Vice President. 
NOVEMBER 27, 1944. 
Mr. Davin C, BEEBE, 
Chairman, United States Aviation Underwriters, Inc., 
New York, N.Y. 

DeAR Dave: A variety of matters has prevented my earlier acknowledgment 
of yours of the 8th. Meanwhile, however, your letter and its enclosures had 
the careful consideration of a number of us here. I think no one here is under 
any illusions as to the volume of aviation premium obtainable in the post-war 
period; but we find currently a considerable amount of casualty coverage to 
be dealt with, and when the broker who has arranged with our Indemnity Com- 
pany his casualty coverage is told that the fire portion should be placed through 
another channel it creates considerable difficulty, particularly when, as we are 
informed, certain of the Groups refuse to take one portion of the coverage without 
the other. All the USAIG fire members who have casualty affiliates are repre- 
sented in the Casualty Group, with the exception of the St. Paul F. & M., whose 
casualty running mate is, I believe, nontariff and therefore not eligible to mem- 
bership in your Casualty section. With that exception, and possibly the excep- 
tion of the Springfield F. & M., which I am told has recently organized a casualty 
running mate, the North America is the only company in the Fire Group faced 
with the complication referred to above. 

It is these considerations which produced our letter of October 31. We have 
no wish to disturb the position of the other fire members or to upset the rate 
situation, but we feel that we should facilitate the transaction of the business 
which is being offered us from day to day without interpcsing the difficulties 
which the present position makes inevitable. As we have already said, we refer 
to business other than commercial airline business. 

In these circumstances, if you can suggest to us how our difficulties may be 
overcome along lines other than those already indicated, we shall be only too 
glad to give them our full consideration. 

Yours very truly, 
T. LEAMING SmiTH, Vice President. 





FEBRUARY 26, 1945. 
Mr. Davin C. BEEBE, 


Chairman, United States Aviation Underwriters, Inc., 80 John Street, 
New York, N. Y.: 

If complete exemption of aviation business is considered feasible we agree 
to drafting committee’s suggestion as contained in the report of February 21 to 
striking out everything beginning with the word “unless.” In any event we 
consider it absolutely essential that commercial aviation be granted an exemp- 
tion similar to the marine insurance exemption under the 1920 Merchant 
Marine Act. 

T. LEAMING SMITH, 
Vice President, Insurance Company of North America. 
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[Confidential memorandum] 
JUNE 14, 1945. 


Dors UNITY oF PURPOSE PREVAIL WITH RESPECT TO THE FUTURE? 
SECTION 1. THE DRIVING FORCES BEHIND THE USAIG TO DATE 


On Saturday, June 30th, the USAIG will complete seventeen years of service 
to its Members and to aviation. Such success as the Group has attained has 
been attributable to two factors: 

1. All Members have been equally interested in contributing to the crea- 
tion and maintenance of a common organization that all were convinced 
would effectively and impartially serve the best interests of each Member 
individually and all collectively. 

2. The Managers have had indisputable evidence of the complete confi- 
dence of all Members at all times in all matters. 

Such unity of purpose among Members and generous evidence of confidence in 
management should have made any organization function smoothly. 


SECTION 2. PROGRAM DESIGNED TO MEET ANTICIPATED CONDITIONS OF THE NEW ERA 
AS THEY ARISE 


Reed Chambers and I have long recognized that if the USAIG is to continue 
to render a service in the future it will have to keep pace with changing condi- 
tions. A year ago last February, in a memorandum entitled ‘Looking to the 
Future with the USAIG,” we presented in the light of the conditions then pre- 
vailing a progressive long-range program, the ultimate goal of which was in 
effect a repetition of the intention we have expressed constantly since the for- 
mation of the Group. This ultimate goal was the equipping of our Member 
Companies to write many aviation lines individually and for their own account 
when the proper time for such a step had come. In preparation therefor we 
offered to conduct a school and train salaried personnel of our Members. We 
visualized recommending, when conditions warranted, that all Members who 
desired to go solo do so as of a given date, which would have been fair to all. 
We could not see how the time for setting this program in gear could arrive in 


advance of the restoration of civilian aircraft production and the building up 
of the available volume of aircraft had at least approached the number of 
agents in existence. We do not feel that the conditions which we considered to 
be controlling factors have yet arrived. 


SECTION 3. MANY THINK THE NEW ERA IS ALREADY HERE 


It is perfectly obvious that there are some who believe that the new era to 
which we have been looking forward is not only on the immediate horizon but 
that we are now actually across the threshold of this new era. Asa result, certain 
forces have been set in motion that make it now relatively unimportant as to 
whether the new era is here or whether some have been influenced by mirages. 
The uncertainty in the minds of many, which has arisen out of the developments 
occurring during the past year, makes it desirable, before dispatching the good 
ship USAIG on further voyages, to determine whether that unity of interest 
and purpose that has carried the USAIG this far is still existent with respect 
to the future. It must be obvious to all that we must have unity of purpose 
even though the purposes for which we are striving in the future be modified 
or extended as compared with the purposes for which we were working in the 
past. To enable the USAIG to render a useful service in the future as it has 
in the past, uncertainties must be disposed of and there should be a convincing 
but thoroughly considered reaffirmation of this essential unity of purpose on 
the part of all concerned. If we cannot attain sufficient unity, let’s all go 
fishing. Reed and I don’t want to become parasites on our friends or feel that 
any of our friends are bowing to our judgment out of a sense of loyalty to us. 


SECTION 4. COMMUNITY OF INTERESTS BETWEEN MEMBER FIRE COMPANIES AND 
MEMBER CASUALTY COMPANIES 


Some of the problems we now face had their inception in the Casualty division 
of the Group and others in the Hull division. Many of these problems are beyond 
correction by either the Casualty Advisory Council or the Hull Advisory Council. 
On the other hand, we foresee, as Advisory Council Members may not, the effect 
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which some of these situations may have on the USAIG which makes it our duty 
to all of you to at least record our apprehensions. For us, as your Managers, 
to intentionally conceal from the Membership as a whole information that may 
affect the future is unfair to those who have placed their confidence in us and 
is not in keeping with the spirit that has brought the USAIG this far on its 
pioneering voyage. Perhaps we magnify some of these matters which to us 
have assumed the character of termites gnawing away at the very foundations 
on which the Group has been built. Constantly, quietly, and almost secretively 
attempting to cope with these potentially undermining forces is hard on the 
morale and consumes time that should be devoted to constructive work on 
behalf of all. While, as explained, some problems had their inception in the 
Hull division and others in the Casualty division, ultimately and directly, they 
affect both sections of the Group and the interests of all. For this reason we 
concluded that in matters of policy it would be well to discuss them with repre- 
sentatives of both Fire and Casualty Companies who will, we are certain, 
appreciate that to a large extent their interests are identical. 

The reference to a community of interests between Member Fire and Casualty 
Companies and the suggestion that they meet together to discuss matters that 
should be of common interest may cause some apprehension as to the soundness 
of our thinking and the propriety of our approach. For the purpose of clarifica- 
tion, I would like to emphasize that we have never considered that Member 
Casualty Companies and their interests were or should be subordinate to the 
Member Fire Companies or their interests, or that the Member Fire Companies 
and their interests were subordinate to those of the Member Casualty Companies. 
Even in the underwriting policy which we have pursued we have never sacrificed 
one division of the Group by writing undesirable business in order to acquire 
attractive business for the other division. To the best of our ability we have 
conducted each section as a separate and distinct unit along the lines that we 
thought best served the interests of the Members of each section. 


SECTION 5. INSURANCE COMPANY OF NORTH AMERICA 


The Insurance Company of North America joined the Hull division of the 
USAIG as of April 1, 1934. The Indemnity Insurance Company of North 
America was not then and is not now a Member of the National Bureau. No 
invitation was then or later extended to this Company to join the Casualty divi- 
sion of the USAIG. Reed Chambers and I knew that this situation spelled 
ultimate trouble but we always harbored the childish hope that something would 
happen before the situation came to the inevitable head. Right here, I would 
like to emphasize that we know that neither the Casualty division nor the Hull 
division of the USAIG could have functioned effectively and harmoniously if 
either section included Companies that did not see eye to eye with the other 
Members in respect to other classes of insurance. Mention of the situation 
surrounding the North America, and its Casualty affiliate, is made here solely 
for the purpose of presenting the background of a situation which has cast its 
shadow far and now requires immediate decision. Nearly two years ago the 
Indemnity Insurance Company of North America entered the aviation field in 
active competition with the USAIG. Executives of the Insurance Company of 
North America have often mentioned to Reed and me their intention of entering 
the aviation field for their own account when conditions justified. These repeated 
references to their ultimate plans did not disconcert us in the least for their 
plans were in conformity with the program that we had always advocated. How- 
ever, without ever asking Membership for their Casualty affiliate, the North 
America executives have repeatedly emphasized to us how untenable their situa- 
tion was in respect to aviation with their Fire Company a Member of the Group 
and their Casualty Company on the outside. 

A short time ago Mr. Diemand asked me if the Insurance Company of North 
America might retire at an early date from the Hull division of the Group for 
other than airline business. To this I replied that the agreement among the 
Member Fire Companies made no provision for a Company retiring from the 
Group in respect to certain Hull lines and continuing to participate as a Member 
in respect to others and that, accordingly, his inquiry was one that would have 
to be presented to the Hull Advisory Council for consideration and action. I 
expressed my own personal belief that the proposal was one that was unworkable 
and not in the interests of the USAIG and outlined the difficulty of conducting 
a Hull meeting at which some in attendance were competitors with respect to 
certain classes of business. I added that if the alternative to the withdrawal 
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from other than airline business was resignation from the Group, this should 
be made effective as of December 31st next so that it would not necessitate two 
sets of accounts monthly for us and all other Members between an earlier date 
of withdrawal and December 3ist. I asked Mr. Diemand on my own responsi- 
bility, making it quite clear that I had no authority from the Casualty Advisory 
Council to discuss any such subject, if his plans would be altered if his Casualty 
affiliate received an invitation to join the USAIG. His answer was “No, not 
now.” The Indemnity Insurance Company of North America has been a tough 
and adventurous competitor and it will become an even more effective com- 
petitor when, as, and if the parent Fire Company joins it in this class. Mr. 
Diemand made it clear that he is prepared to suffer losses in learning the ropes 
and referred to the two and one-half million dollar reserve created for the pur- 
pose. It is now up to the Hull Advisory Council to act on this inquiry from the 
Insurance Company of North America, which, as Members of the Casualty Ad- 
visory Council will readily see, indirectly affects the Casualty section of the 
Group. All this may prove to be a blessing in disguise for unquestionably the 
chaotie conditions presently prevailing in aviation insurance will have to get 
worse before they can get better. It is quite possible that the North America 
Fleet may force an earlier decision than would otherwise be the case and save 
others from getting their shins barked. The wide-spread circulation of rumors 
as to the North America’s plans for the future have been embarrassing to us and 
disquieting to some of our Member Companies’ fieldmen. 


SECTION 6. ST. PAUL FIRE AND MARINE INSURANCE COMPANY 


It is important that all understand that we face a somewhat comparable and 
apparentiy equally unsolvable problem in connection with the St. Paul Fire and 
Marine Insurance Company (which joined the USAIG on April 1, 1929). Its 
Casualty affiliate is not a Member of the USAIG and has not entered the aviation 
field or competed in any way with the USAIG. Both Reed and I have good 
reason to believe that this is attributable in part to a desire not to embarrass 
us as the result of a certain feeling of loyalty. We are now reliably informed 
that eventually the St. Paul Fire and Marine Insurance Company will have to 
withdraw from the USAIG if its Casualty affiliate is not admitted. This is in no 
Sense intended as a threat but is a very natural sequence of events. The St. 
,aul’s Casualty affiliate has received and turned down two invitations to join 
other Groups, one of which was from the Associated Aviation Underwriters, and 
the others from the recently organized aviation enterprise of Cravens, Dargan 
of Houston, Texas. If we are all working together for a common goal I think it 
is only proper that all Members have this situation thoroughly in mind. 


SECTION 7. THE TRAVELERS COMPANIES 


Such concern as rumors relating to the future plans of The Travelers may 
have caused I feel are primarily my own fault. No two Advisory Council 
Members, from the very beginning, have been more frank or candid with Reed 
and me as to their ultimate intentions than Messrs. Ewing and Randall and 
these intentions, expressed at the time The Travelers joined the USAIG, were 
to the effect that The Travelers at the proper time intended to write certain 
classes of aviation insurance for their own account. Again, this very definite 
statement of ultimate intentions did not concern us because we felt there was 
a meeting of the minds with respect to the conditions which would bring about 
such a step all of which was in conformity with our own long range program. 
Very likely, the plans which The Travelers had in mind are no different than 
those which many other Member Companies also have in mind and they would 
not be the subject of comment here except for the rumors which the employment 
by The Travelers of Lester F. Beck as Aviation Manager set in motion among 
Advisory Council Members, in the aviation insurance market, and among the 
members of our own staff. We are certain that both Mr. Ewing and Mr. 
Randall are disturbed over the adverse effect that any such rumors may have 
had and it may well be that they are properly critical of me for not having 
taken appropriate steps to “scotch” them. 

It is our understanding that The Travelers have no interest in writing any 
aviation lines for their own account until the proper time for such a step 
arrives and, as far as we know, there is no difference between us and executives 
of The Travelers as to what constitutes proper conditions. This account of the 
situation surrounding The Travelers is injected for the purpose of allaying 
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rumors and attempting to dispel uncertainty and build unity of purpose. I 
feel confident that this is the course that Mr. Ewing and Mr. Randall would like 
to have us follow. Of course, neither Reed nor I know what effect barging 
into the aviation business with much fanfare by the North America will have 
on Companies generally. Pride and prestige are factors we are not by experi- 
ence equipped to evaluate in a situation such as may arise. 


SECTION 8. THE PATTERN OF THE USAIG 


The character of the composition of the Casualty Division is, has been, and 
should continue to be the concern and the business of the present Casualty 
Members and to a like extent, the composition of the Hull division is the con- 
cern of the Member Fire Companies. The law has not yet told us who we must 
select as partners or whom we should marry. It is*the misfortune of Reed and 
myself that organization “parents” have non-organization ‘‘children” or affiliates 
and we have merely attempted to show you the extent to which this practice 
properly worries the two of us and can influence the future of the USAIG. In 
the days before the Supreme Court decision it was the rule of the Group that one 
of the qualifications for Membership was that a prospective Member be an 
American tariff company. To obtain this character of Membership the Pacific 
Fire Insurance Company and its affiliates resigned from the Hull division, and 
the New York Indemnity Company from the Casualty section. The USAIG has 
not sought any new Members in many years which is a different policy than that 
pursued by the Associated Aviation Underwriters. The Associated, composed of 
tariff and non-tariff companies, American owned and foreign admitted com- 
panies, will, with the withdrawal of the North America (and its Fire affiliates) 
have a larger Membership than the USAIG. I mention this because you may 
have found, as we have occasionally, that some on the outside do not understand 
the trend and think that prestige is as much a matter of quantity as it is 
quality. You are the Members that have made both the USAIG and Reed and 


me and we unhesitatingly sink or swim with you, your desires, and your 
policies. 


SECTION 9. RELUCTANCE TO ROCK THE BOAT AT A CRITICAL MOMENT 


Possibly I am subject to criticism for not having made clear to all Members 
the often repeated ultimate intentions of both the North America and The 
Travelers Companies. I realize that in following the course which I have pur- 
sued that I may have improperly placed Mr. T. Leaming Smith of the North 
America, as well as Messrs. Ewing and Randall, in an embarrassing position for, 
as previously stated, all were very open and frank with Reed and me. In self- 
justification I would like to remind you that the USAIG and the aviation market 
as a whole has been under fire for a period of several years commencing with the 
ATA Insurance Study, the CAB investigation, hearing before the Subcommittee 
of the Senate Judiciary Committee, all of which wove the problems of aviation 
insurance into the problems of the insurance business generally. We passed 
through a period of time when any one desiring to throw rocks felt that we were 
an excelent target upon which to practice and even the American Association 
of Insurance General Agents, which has never been sympathetic towards pools, 
saw their opportunity to throw a stone or two. Throughout this entire situation 
I think all will agree the USAIG stepped out in front and led the defense of 
aviation insurance in an intelligent and dignified manner and has carried this 
work on into the present legislative program where, obviously, concerted action 
on the part of all elements in the aviation market is desirable. While those who 
were critical of the aviation market and the aviation groups in particular were 
hoping for their disintegration, I felt that to even discuss such subjects as I have 
dealt with above might tend to spread harmful reports that could be construed 
as a crack in the structure and handicap our efforts to perform a useful service 
for the protection of aviation insurance of the future. 
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SECTION 10.. THE USAIG, A PROFIT MAKING INSTITUTION 


The Group has never been a dumping ground for unprofitable or undesirable 
business. It has been conducted, to the best of our ability, for the purpose of 
making a profit for its Members out of a hazardous class presenting but limited 
spread and, to the extent consistent with this fundamental purpose, we have 
attempted to give service to agents. Throughout the years we have had. unquali- 
fied support in all of our efforts from all of our Members. Todate, no Advisory 
Council Member has asked us to accept business against our better judgment in 
order to satisfy an agent. On the other hand, we now detect a growing doubt 
among executives of Member Companies (other than Advisory Council repre- 
sentatives) and fieldmen as to whether we are not unreasonably conservative 
or, to put it bluntly, just plain blind or “dead from the neck up”. We have been 
urged to write business at a loss to protect the investment of Members in the 
future. I know for a fact that one large company feels that the public interest 
in aviation and the fascination which aviation insurance (yet to be acquired) 
holds for most agents justifies charging some part of the loss and expense incurred 
to advertising. All this is foreign to our conception of our functions as your 
Managers but it may be illustrative of the type of “rate race” that we are about 
to witness in aviation insurance before things calm down. 

The picture before us has much in common with conditions immediately fol- 
lowing World War I. Thousands of war surplus aircraft have recently been 
sold at depreciated prices. Almost without exception the purchasers of these 
aircraft insist on Crash insurance for the reverse of the reason we do not wish 
to provide such coverage. A sufficient loading to permit payment of partial 
losses in full is not attainable and an alternative plan which the competition is 
using in offering a limited form of protection is invariably not understood by 
the insured and breeds ill-will for the carrier following a loss. Bitter criticism 
has been leveled at us in letters from agents, copies of which have been sent to 
Home Offices of our Member Companies. We have spent countless hours for 
months trying to patiently explain our position. Let us make it very clear that 
our refusal to write Crash insurance in the Hull division has a very direct effect 
on the Casualty section of the USAIG. If we do not provide the Hull insur- 
ance, the Hull insurance together with the Liability insurance either go to the 
Aero or one of the new entrants in the aviation field. Of course, the agent 
does not know that when we turn him down Reed and I have made, if you wish 
to call it that, a sacrifice as well. We could have written and can write a vast 
amount of business but we think it will be unprofitable and if that should be the 
case we realize that we have then ceased to be of value to you. 

Regardless of what we have understood to be the wishes of Advisory Council 
Members as to the manner in which the Group should be conducted you can 
readily appreciate that a situation of this kind can very easily build up 
antagonism towards us and the USAIG and a loss in confidence on the part of 
those Member Company executives whose support we so badly need. Either 
we should have unqualified support in following our underwriting judgment or 
we should be specifically instructed that we should write certain types of busi- 
ness for the purpose of keeping agents satisfied even at a loss and with the 
possibility that the loss sustained on these classes may be sufficient to offset the 
profit derived in other classes. 


21In commenting at length in Section 11 on the fact that the USAIG has been conducted 
for the purpose of making a profit for participating Members, I want to make it quite 
clear that we have never hesitated to write a particular class of aviation business at 
a loss if we felt that by so doing it was serving a useful purpose and would eventually 
enure to the benefit of the Group and the Member Companies. There is another point 
in connection with the thousands of war surplus aircraft that have been sold and will 
continue to be sold that I find upon re-reading, I failed to comment on. The Defense 
Plants Corporation is interested in disposing of surplus equipment for the purpose of 
acquiring as much salvage as possible for the benefit of the general taxpayer. At the 
same time the Civil Aeronautics Authority is charged with the responsibility of licensing 
aircraft for civilian use on a basis that takes into consideration the public safety. It is 
well known that there was considerable controversy between the Defense Plants Corpora- 
tion and the Civil Aeronautics Authority with respect to the licensing of many of these 
war surplus aircraft for civilian use. Out of this controversy between two government 
agencies having opposing interests I personally have come to the conclusion that the CAA 
was as reluctant to license some of these aircraft as we have been to insure them. 


D. C. B. 
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SECTION 11. PRIVATE FLYING 


The providing of insurance for personal aircraft used for private pleasure 
fiying has always been as controversial a subject as the extent to which the 
private flying market will expand in the future. It has been our business to 
have a knowledge of the extent of the prevailing volume and as accurate an 
estimate of the potentialities in this field as is obtainable. The extent to which 
private flying developed prior to the war and the probable amount of private 
flying in the years immediately following the war have been greatly exaggerated 
in the minds of those not in possession of the facts and whose thinking has 
been guided more by propaganda. Our alleged lack of interest in insurance for 
private flying has probably caused our Member Companies more embarrass- 
ment as a result of complaints received from agents than any other situation 
that has arisen during the career of the USATIG. 

It does not stretch the truth to state that an agent who has a profitable 
volume of $25,000. or $30,000. in premiums derived from general insurance busi- 
ness can be thrown completely off base by the possibility of securing insurance 
on a thousand dollar light airplane that may be war surplus equipment that 
has been in use for several years. If we exhibit lack of interest in providing 
precisely the coverage that the agent desires when and if his client does acquire 
this second-hand aircraft, the agent’s belief in the future of aviation is so great 
that he immediately searches for some market that would be pleased to write 
the required coverage. When he finds some one of the small new companies 
that have entered the aviation field as independents, that expresses a willing- 
ness to make the desired insurance available the agent accuses us of being “dead 
from the neck up” and threatens to transfer the non-aviation business which he 
has on his books to the very helpful new company that has shown a willing- 
ness to write something the agent has not yet acquired. A situation of this 
kind threatens to place us in the position of being the means of a Member Com- 
pany losing its non-aviation business which is a very uncomfortable situation 
to be in. It has the possibilities of causing dissatisfaction on the part of Mem- 
bers with the manner in which the Group is conducted unless one examines the 
situation closely. 

As set forth in Exhibit B (attached to the National Committee of Aviation 
Underwriters’ memorandum of March 20, 1945) there were, as of January 1, 
1945, 20,363 registered civil aircraft in the 48 States including the District of 
Columbia as compared with 24,559 on January 1, 1942. This figure of 20,363 
aircraft includes scheduled airliners and aircraft used for many other pur- 
poses. In this figure are also in excess of 5,000 war surplus aircraft which 
had been used for a period of years in the Government War Training Program 
and sold to the public prior to December 31, 1944. Since the first of the year 
more war surplus aircraft have been sold and will continue to be sold to pros- 
pective buyers at very attractive prices from the standpoint of the purchasers. 
It will be some time before civilian production for private pleasure purposes 
commences and before there will be any new aircraft in this field. In other 
words, the private pleasure flying field will be composed, for some time to come, 
of used aircraft well depreciated in value which, to our way of thinking, does 
aoe present a picture for insurance companies to become overly enthusiastic 
about. 

We are as anxious to know what the future will bring in the private pleasure 
field as anyone else and we have had one man visiting all the factories which 
intend to engage in the production of aircraft for this purpose in an effort to 
secure accurate first-hand knowledge. This survey has not been completed. 
The predictions and estimates by the following authorities should be of interest 
to all Members: 

1. §. Paul Johnston, Washington representative of Curtiss-Wright, esti- 
mates the market will build up to 20,000 new units a year five years after 
the close of the war. 

2. A. A. Kucher, Director of Research, Bendix Aviation Corporation, esti- 
mates that four years after the war there will be 300,000 registered personal 
planes in this country. Mr. Kuecher qualifies his prediction with the as- 
sumption that people will have money to spend for airplanes and that the 
hoped for improvements in reliability and safety will be realized. 

3. Charles I. Stanton, Civil Aeronautics Deputy Administrator, foresees 


some 300,000 civilian planes in active service within four years after the 
war. 
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4. William A. M. Burden, Assistant to the Secretary of Commerce for air, 
believes we may have 450,000 privately owned aircraft at the end of the 
first post-war decade. 

5. Grover Loening, aircraft consultant to the War Production Board esti- 
mates that in the next few years there will be 100,000 private planes. 

6. E. E. Lothrop, Manager, Statistical and Research Department, Aero- 
nautical Chamber of Commerce, estimates that only 9,500 private planes will 
be manufactured during the two years following the war’s end and of these 
2,500 will be helicopters. 

7. C. Bedell Monro, President, Pennsylvania Central Airlines, believes that 
private plane possibilities have been grossly exaggerated both as to numbers 
and use. 

8. Ralph 8. Damon, Vice President of American Airlines, compares the 
number of licensed aircraft before the war with the number of licensed 
motor boats—30,000 as against 300,000. 

Lawrence Keil in his article, ““There’s a Prediction For It’ which appeared in 
the March 1945 issue of “Flying” and from which the above have been quoted, 
then states: 

“Oddly enough two leaders in the small plane field, William T. Piper, Presi- 
dent of Piper Aircraft, and William D. Hall, Chief Engineer of Aeronca Aircraft, 
are unwilling to predict definite figures.” 

We are now working on what we consider a constructive program for the insur- 
ing of new personal aircraft when these aircraft are produced but we are fear- 
ful that in the interim while pleasure flying is conducted in war surplus equip- 
ment many of our Members Companies may become extremely impatient with us 
and feel that steps should be taken by them to preserve their good-will and rela- 
tionship with their agents. In our opinion, if the Group is to be conducted for 
the purpose of making a profit for its Members, it is not in the interests of the 
Group as a whole to actively solicit private flying of the character that must pre- 
vail until new aircraft come into the market. If the majority concur in this 
opinion but there are a few who feel otherwise, either the minority must bow to 
the majority, which might breed lack of essential harmony, or as an alternative, 
those Members of the Group who desire to write insurance for light planes for 
their own account should be permitted to do so and we will continue to write busi- 
ness of this character on which we feel that we can make a profit for the remain- 
ing Members. This is a suggestion that may have explosive possibilities but it is 
a subject on which each Member should be fully informed as to the attitude of 
the other Members and in which we also need guidance. If private flying develops 
to the extent predicted, unquestionably coverage can be provided by insurance 
companies without the necessity of pooling such business for catastrophe reasons 
only. 

SECTION 12. THE USAIG OF THE FUTURE 


We see a great need for the USAIG in the aviation of the future and we believe 
that the USAIG can render a valuable service to its Members and to the aviation 
industry. We visualize the USAIG of the future, in addition to operating a Per- 
sonal Aircraft Department (for the benefit of those Member Companies not desir- 
ing to write private flying on their own) concentrating on insurance for— 

Domestic scheduled airlines 

Manufacturers of large civilian and military aircraft 

Aviation schools and charter services 

Aircraft Distributors 

Industrial Aid owners using larger aircraft 

American Flag airlines engaged in foreign commerce 

Foreign Flag aviation risks throughout the world, 
as well as continuing to write Accident insurance covering the aviation hazard 
only and Airport Liability risks which present real catastrophe hazards. 

Davip ©, BEEBE. 


INSURANCE COMPANY OF NorTH AMERICA, 

Philadelphia, August 2, 1945. 

Mr. D. C. BEEBE, 
Chairman, United States Aviation Underwriters, Inc., 
New York, N. Y. 
Dear Dave: This will acknowledge receipt of the Minutes of the First Joint 

Meeting of the representatives of the Member Fire and Casualty Council held 
on June 26, which we have read with interest. 
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Paragraph 3 (a) appearing on page 2, which reports, in substance, that it 
was the unanimous opinion of that meeting “that a Member Company must 
participate in all classes of business agreed upon by the division of the Group 
of which it is a Member”, decides the question raised with you last November, 
under which we proposed and expressed the desire that we continue as members 
of the Fire Group for airline business only, and giving our reasons for this 
proposal, which it is not necessary now to repeat. 

The point has now been reached where we must act upon the advices given 
you at Mr. Diemand’s and my discussion with you earlier in the year, and we 
therefore tender our resignation from the United States Aviation Underwriters, 
Inc. and the Canadian Aviation Underwriters. Our understanding with you 
was that in the event matters took the course that they have actually taken 
we would want our resignation to be effective as of December 31, 1945. I believe 
that ninety days’ notice of resignation is required, but we are writing you now 
in order to inform you of the position. You may, if you wish, deal with this 
letter as though it had not been received until, say, September 30, 1945. 

I think you have a full appreciation of the circumstances bringing this action 
about, and I do not need to elaborate further except to say that our eleven 
years’ membership in the Group has been a happy one and that this company 
and the other members of the Group have been well served by the Managers. 

Sincerely yours, 
T. LEAMING SMITH, 
Vice President. 


INSURANCE COMPANY OF NorTH AMERICA, 
Philadelphia, September 18, 1945. 
Mr. Davin C. BEEBE, 
Chairman, United States Aviation Underwriters, Inc., 
New York, N. Y. 

DEAR DAvE: We do not appear to have received an acknowledgment or con- 
firmation of our letter of August 2 to you giving formal notice of our resignation 
from the Hull Division of the USAIG and CAIG effective as of December 31, 
1945. Would you let us have a line of confirmation of this in order that our 
records may be complete. 

Our attention is drawn to a provision of the Articles of Agreement reading— 

“Any member may withdraw from this Agreement by giving ninety (90) 

days’ written notice to each other and to the Managers.” 

If our understanding of this is correct, it would appear necessary for us 
to write every other member a letter of resignation. Is this the case? Please 
advise us promptly in order that, if so, suitable letters may be prepared and 
received by the other members in time to make our withdrawal effective as of 
the end of the year. 

Yours very truly, 

T. LEAMING SMITH, 
Vice President. 


[Personal and confidential] 


UNITED STATES AVIATION UNDERWRITERS, INC., 
UNITED STATES AIRCRAFT INSURANCE GROUP, 
New York, N. Y., September 15, 1952. 
Mr. D. HAGMANN. 
Chairman, International Union of Aviation Insurers, Zurich General 
Accident & Liability Company, Ltd., Zurich, Switzerland. 

My Dear Dieco: First of all I want to apologize over having left so long a 
time go by without communicating with you. I have been away on several trips 
during the year and it just seems there is not sufficient time to do all the things 
one would like to. I received a few days ago the agenda for the meetings in 
Venice as well as a copy of Inter-Member Memorandum #17 setting forth the 
names of those who have applied for membership in the Union. I was rather 
surprised to observe that the membership application of Aero Associates, Inc., 
of New York will be acted upon. I say this because at no time in the past, so 
far as I recall, has the question of this organization joining the Union come 
up. I observe from reading our Statutes that any prospective member shall 
communicate with the Central Office and supply such information and docu- 
mentary evidence as may be required to prove eligibility for membership. I can 
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tell you at this time we have rather serious doubts whether Aero Associates, 
Inc., should be admitted. I say this based on the close association of Aero 
Associates, Inc., with the brokerage firm of Stewart Smith & Company, Inc. [ 
intend this letter to you as a purely unofficial and personal letter which is not 
to go into the files of the Union. I want to make certain observations to you 
herein as I would if we were meeting face to face in advance of the meeting. 
I hope the official letter to Miss Bett, a copy of which is attached, will be acted 
upon either by you or the Central Office well in advance of the meeting, so that 
the members will not be handicapped in any sense in dealing with Aero’s appli- 
cation. As I review the provisions of Article 5 setting forth the membership 
qualifications the language seems a bit strange. I refer particularly to the 
statement that certain organizations “shall be eligible for membership if duly 
elected.” Under that language and the language of paragraph (c) which fol- 
lows it might be argued that almost anybody remotely connected with aviation 
insurance is eligible if elected. In other words, eligibility seems to be contin- 
gent upon the results of a ballot. Carrying this thought a step further, I pre 
sume a group of members could force through a vote to admit a firm of brokers; 
and, if they were successful in attaining the support of two-thirds of the mem- 
bership it could then be argued that the brokerage firm was completely eligible 
because they had been elected. It seems to me eligibility should be a matter 
separate and distinct from the results of a ballot taken on the question of ad- 
mitting a person to membership after eligibility has been established. 

I think we may cut straight to the heart of the problem in this case, which is 
“do we want brokers in the Union?” The answer of the USAIG is definitely 
“No.” We consider that membership in the Union should be restricted to legiti- 
mate aviation underwriters, as distinct from brokers. 

I have good reason for believing that either Mr. George J. Stewart personally, 
or the firm of Stewart Smith & Co., Inc., owns directly or indirectly a substan- 
tial stock interest in the corporation known as Aero Associates, Inc. The latter 
apparently have an entirely different conception from ours of what rates should 
generally be, and this goes as well for certain practices and underwriting prin- 
ciples. Nevertheless, I would not think for one moment that we should close 
the membership door to a legitimate competitor merely because we do not see 
eye to eye with him on important matters. However, I do not believe and I 
hope you will agree with me, that membership in the Union should be opened 
up to brokers. The competition we run into from Stewart Smith & Co., and 
Aero Associates, is, so to speak, double-edged. It would seem that on some 
occasions our competition is the Aero group (which, incidentally, so far as I 
know, consists only of two direct writing companies, one being the Eagle Star 
of London, which is already represented through the Aviation Insurance Offices’ 
Association, and the other the American Fidelity & Casualty Company of Rich- 
mond, Virginia) while in other cases the competition is furnished by the same 
individuals acting as brokers who place the business direct in London and per- 
haps on the Continent. You can appreciate, I am sure, that this puts us at a 
considerable disadvantage from time to time as we are in no sense brokers. 
Nobody in our entire organization holds a broker’s license or would be per- 
mitted to do so. 

It seems clearly apparent to me that we must have a comprehensive picture 
of the two organizations, Aero Associates, Inc., and Stewart Smith & Co., and 
their relationship to each other before we may intelligently act at the meeting 
in passing on the application of Aero Associates for membership. Our business, 
yours and mine and that of the other members of the Union, is a personal service 
business. We are personal service organizations acting as underwriters. The 
same is true of the officers and employees of Aero Associates, when they are in 
fact acting as underwriters, but when they change uniforms or merely their 
hats and become brokers they are not, or should not be, eligible for membership 
in the Union unless it is agreed we want to admit brokers to membership. If 
this condition prevails, I can tell you we shall have to reappraise our own posi- 
tion. We shall, of course, have no objection to your discussing the overall 
situation verbally with any of the representatives of other Members whom you 
might meet between now and the meeting in Venice. As you may well imagine, 
we have rather strong feelings on this entire matter that if the relationship 
between the two offices which we suspect exists, does in fact exist, the Members 
of the Union should know about it when the application of Aero Associates is 
acted upon at the meeting. It is my hope that we can dispose of this situation 
at the meeting without causing any member embarrassment by dealing with the 
question on the basis of eligibility, so that it should not be necessary to put the 
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question of membership to a vote. In other words, if the facts are as I believe 
they are, we should be able to dispose of the application on the basis of eligi- 
bility alone, once we agree that the doors of the Union are not open to brokers. 

I understand you have heard from Reed Chambers that we will again have a 
rather sizeable delegation at Venice. Messrs. Fisher and Van Hoven are leaving 
New York September 19th for London. I am not entirely familiar with their 
plans but it appears to me that if they have an opportunity to visit Switzerland 
before returning home, this will not be possible until after the meetings at Venice. 
In my own case, I am proceeding direct to Zurich and I am scheduled to arrive 
there in the afternoon on September 25th. My itinerary at the moment provides 
only one night in Zurich. I will probably leave there about noon on September 
26th. If you are available, I shall bend every effort toward seeing you at that 
time, even though our visit together might be quite short. In any event, Mrs. 
Smith and I are looking forward to seeing you and Mrs. Hagmann in Zurich. 
In addition, I shall have my daughter along, which will make it more pleasant 
for all of us. 

With kindest regards, I am, 

Sincerely yours, 
ALBERT J. SMITH. 


JANUARY 23, 1956. 
Mr. Peter LANGMEAD, 
General Secretary, International Union of Aviation Insurers, 
London, England. 


Dear Perer: Your letter of December 28th regarding additional members 
from the U.S. A. has just reached me this morning. 

From my point of view, the questions involved are very simple. 

Willy de Vlaming did quite a little missionary work when he was here, in an 
endeavor to interest the Insurance Company of North America. You are cor- 
rect that Mr. Hagamann contacted the company here by letter in 1954. I fol- 
lowed this up and offered to sponsor the company but nothing happened. In late 
October or early November, I had lunch with Mr. Sanford (the executive in 
charge of aviation underwriting) and we again discussed the situation. I think 
it would be bad taste, on our part or the Union’s to again approach the Insurance 
Company of North America. They know the score and if they are not interested 
enough to follow up the invitations we have put forth, I do not know any 
reason why we should pursue them further. 

As to Aero Associates of New York, I do not know the position. Very possibly 
we would not block their application at this time since from outward appearances 
they seem, temporarily at least, to have divorced themselves from broker domina- 
tion. In this connection however, you must remember that both companies they 
represent, The Eagle Star and the Zurich, are already represented in the mem- 
bership of the Union. It would seem to me that any time the Zurich wanted 
Aero’s manager here to attend one of our Annual General Meetings, he could 
be invited by the Head Office people in Zurich. In other words, it may be con- 
sidered by the management that they are already effectively represented in the 
Union and that separate membership for Aero Associates would only mean ad- 
ditional expense with no tangible increase in the benefits to be derived. 

You may know the story on Associated Aviation Underwriters. They were 
members for a period of one year only, sometime back—never attended a meet- 
ing and resigned with the statement to me that they could not see how member- 
ship was worth the annual dues (at the time £75). I sure would not chase them 
for membership but on the other hand, would have no objection whatever if 
you saw fit to take the question up again. 

The only other competitor worth mentioning here is the Royal Insurance 
Company and here the situation is somewhat similar to that of Aero Associates. 
The Royal Insurance Company’s Head Office at London is represented through 
the Aviation Insurance Offices’ Association and Mr. Thomas has taken a fairly 
active part, I think, in union activities in recent times. 

Under the circumstances, I see no direction in which I could move toward 
bringing in additional members from the USA, much as we might like to see 
the representation from this country increase. 

Sincerely yours, 
ALBERT J. SmMiTH. 
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{Private and confidential] 


INTERNATIONAL UNION OF AVIATION INSURERS, 
London, February 9, 1956. 
A. J. Smita, Esq., 
United States Aviation Underwriters, Inc., 
New York, N.Y. 

Dear Au: I am grateful to you for your letter of the 23rd January setting 
out fully the situation with regard to new members in the U. 8S. A. and I 
understand perfectly your own position in the matter. I know that one has to 
proceed slowly, but you will appreciate my urge to expand our activities and 
to obtain as many adherents to the I. U. A. I. as possible. I feel that realisa- 
tion of the potentialities of the Union depends on a large membership and 
that much we want to do is frustrated by the absence from our ranks of a 
number of influential underwriters. This leads to doubts in the minds of our 
members as to the feasibility of general agreement because there is always 
the fear that they will not be effective as the result of competition from outside. 

It is axiomatic that the Union is likely to be far more useful if it embraces 
all aviation underwriters than would be the case if a number remained out- 
side. There will always be divergencies of views for one reason or another, 
but there is no gainsaying that in the ultimate our strength will lie in the 
unanimity of a large membership, therefore the bigger it is the easier it will 
be to achieve results. It seems to me that if we get everyone in it will do 
much to eradicate doubts in the minds of our present members and, in addition, 
those at present outside would have the opportunity of taking part in our 
meetings and it would encourage in them a greater sense of unity for the 
purpose of achieving results to the benefit of all. We do know that everyone 
has a sense of frustration, we know why, and we know what wants doing. 
If influential underwriters remain outside the Union the path to ultimate good 
results will be much more difficult. It may be argued that to bring in more 
members could lead to even greater divergencies of views, but this is a defeatist 
thought. Other international organisations have had similar difficulties, but 
they have overcome them to their mutual advantage, as we well know. 

There is, of course, the aspect of finance—the greater the membership the 
less will be the individual contributions in maintaining the organisation. 

I have spent some considerable time reading the minutes of our past meet- 
ings and the views expressed as to the objects of the Union. It would appear 
to me, and I know you will correct me if I am wrong, that there are two points 
of view. It is suggested on the one hand that we should confine ourselves to 
the eradication of unsound practices and the dissemination of technical and 
underwriting information, and on the other that we should attempt to define 
our attitude on rating with or without specific agreements. I am not going 
to discuss the pros and cons of a tariff as there are so many practical con- 
siderations. This is entirely a matter for the members to decide for them- 
selves, and I do appreciate your own specific difficulty in adhering to any kind 
of agreement. Incidentally, I notice that there has recently been some discus- 
sion in American circles with a view to making it easier for American business 
interests to participate in practices overseas and I wonder whether this goes 
as far as taking part in any kind of rating system. I would welcome your 
comments on the latest position with regard to this point. 

Returning to the question of a tariff, I would stress that we are, as you 
have so rightly said on occasions, a trade organisation and that our members 
are banded together for the purpose of safeguarding their interests. How far 
one goes towards rating agreements is a matter for debate, but it does seem 
to me that in trying to eradicate unsound practices and all that goes with it 
we are aiming to achieve an equitable rate or at least to ensure that it will 
not fall below a certain minimum. How far does one go? The rates fixed 
are influenced by all sorts of conditions, but we know that there is a basic 
rate beyond which it becomes unprofitable to accept a risk. What does one 
do—refuse it and let the law of the jungle prevail with the incalculable harm 
we have seen in the past in the hope that commonsense will ultimately prevail, 
or do we try to influence a decision in some manner? 

In the past the question of a hull agreement and follow the lead have been 
mooted, all with a view to obviating a cutting of rates, but nothing has come 
of them because of the fear of competition from various sources. The desire 
to stabilize rates implied in these efforts is only a small degree removed from 
trying to establish some kind of common rate. 
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I hope you have been able to read the foregoing with some degree of patience. 
I do not wish you to think that I am advocating any particular policy for, as 
I have said previously, that is a matter entirely for our members. What I am try- 
ing to do is to be logical and to convey to you my belief that the wider our 
membership and the more people we bring in, the more likely it will be that we can 
achieve something. 

I intend to visit a number of our members on the Continent some time this 
year with a view to discussing problems with them and to try to undertsand 
what they really want and expect from the Union, and to encourage confidence 
in what the Union is trying to do and, as a corollary, a confidence among 
members in each other. It will be a slow process, but I think it is essential to 
find out what everyone is aiming at and how far they will go. I would value 
your own trenchant criticisms in this matter. 

I would be much happier to discuss these problems with you over a glass of 
something, but distance prevents, and I am sure that we are close enough 
together to be able to get over to each other our points of view by correspondence. 
At the recent Conference in Strasbourg, which was an entirely European affair, 
I met your American Civil Air Attaché in the U. K., who went as an observer 
and during casual conversation he said that it was essential for the United 
States Aviation authorities to interest themselves in all matters affecting civil 
aviation whether of immediate concern to them or not. In view of the inerna- 
tional nature of the business, I heartily concur with him. 

There is every possibility that we shall move to new premises by the end of 
this month, and you will no doubt be delighted to learn that this will no longer 
involve you in climbing stairs! 

Yours sincerely, 
PETER 
[Peter Langmead]. 


INTERNATIONAL UNION OF AVIATION INSURERS, 


London, March 29, 1956. 
A.J. Smiru, Esq., 


United States Aviation Underwriters, Inc., 
New York, N. Y. 

Dear Ax: I have been giving further thought to the future of the I. U. A. I. 
and submitted to the President a memorandum which might form the basis of a 
discussion with the Vice-Presidents when we meet in Brussels on the 10th and 
llth May. The President is agreeable to my circulating the memorandum to both 
yourself and Mr. de Vlaming, underlining that it is to be the basis of a dis- 
cussion only and not necessarily a fixed programme of our future activities. 

I do not yet know whether it will be possible for you to be with us, but if not, 
perhaps you would care to let me have your comments on the memorandum for 
submission to our meeting. I am, of course, already aware of your general 
outlook on the whole subject, nevertheless, I think it would be interesting to 
get your written reactions to the enclosed memorandum. 

The President has suggested that the Vice-Presidents who, together with 
Mr. Goodfellow, form the Membership Sub-Committee, might conveniently meet 
one evening on either the 10th or 11th May, and at the moment I have the 
following items which I would like such a meeting to consider— 

(a) to consider application from Nordlyset ; 
(b) to consider voting rights ; 
(c) to consider memorandum by the General Secretary ; 
(d) to consider General Secretary’s visit to members. 
Yours sincerely, 
PETER 


[Peter Langmead]. 
MEMORANDUM 


This memorandum attempts to restate the objects of the I. U. A. I., to review 
progress to date, and to submit suggestions for the progressive development of 
the Union’s activities in the interest of the aviation insurance market in general 
and to all members in particular. 

OBJECTS 


The objects of the I. U. A. I. are clearly set out in the Statutes aud there 
appears to have been divergent views as to the exact purpose of the Union and 
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its ultimate aims. Nevertheless, it would seem to follow logically from the 
wording of the objects articles that there is no limit to the activities permitted 
to the Union, provided they are aimed at the development and better conduct of 
aviation insurance. It is admitted that the extent to which the Union can go 
is dictated by practical considerations. 

At the outset it must be recognized that the I. U. A. I. is an organization com- 
posed of members autonomous in themselves and there can be no question of 
interference with their internal organisations. Nevertheless, if the Union is 
to be effective it may mean that in some cases individual members will need to 
make concessions, to the ultimate benefit of the market as a whole. 

Although undoubtedly certain benefits and positive achievements have been 
derived from membership of the organisation, there exists a feeling of frustration 
in that the Union is not completely realising its objects. This is probably due 
to a number of causes, the main ones being that there appears to be a conflict of 
ideas as to what the Union is endeavoring to achieve and the practical limita- 
tion imposed by a membership which does not embrace the whole of the aviation 
market. 

In order to discuss the question objectively, it is perhaps desirable to consider 
under separate headings the main lines on which the Union could work. 

(1) To collect and disseminate information among members in order that 
they may obtain a world-wide picture of assistance to them in their own 
internal affairs. 

(2) To consider questions of rating and the proper conduct and develop- 
ment of the insurance market. 

(3) To negotiate on behalf of insurers with other international organisa- 
tions. 

HISTORY 


The work and aims of the Union have been the subject of considerzble discus- 
sion and the records show that there appears to have been strongly divergent 
views. . It has been submitted on the one hand that the organisation exists for 
the purpose of carrying out the activities set out in paragraphs 1 and 3 above 
and that no attempt should be made to intervene with rating. On the other 
hand, some appear to have heid the view that the Union exists to deal with all 
the items referred to above. 

In expressing these views members have undoubtedly been influenced by the 
fact that in the first place Law 15 would prevent any member from the U. S. A. 
participating in rating agreements, and secondly that an agreement could not 
be implemented whilst an influential part of the market remained outside mem- 
bership. As a result of this conflict of opinion, it is felt that the Union has not 
been as effective as it might have been. 

The feeling that more could be done culminated in the recent setting up of a 
full-time Central Office, and it is perhaps appropriate at this particular stage to 
re-examine the position and to redefine the ultimate aims of the Union. It is 
recognized that progress will be slow, but nevertheless it would be of great help 
to be clear as to what the Union wishes to achieve and the steps to be taken to 
that end. Quite obviously there would be little merit in setting up a costly or- 
ganisation if this is not to be used to the full with a definite object in view. The 
difficulties are considerable, but there is no reason to doubt that, given the good- 
will of members and the genuine desire to co-operate which does undoubtedly 
exist to-day, good progress can be achieved. 


DISSEMINATION OF INFORMATION 


It is admitted that the market reports which are circulated by members each 
year have some Value, but in the main these are in general form and do not deal 
very deeply with individual market problems. Very little information as to 
what is really taking place in the individual countries is passed between members 
and it is doubtful whether the present arrangement goes very far along the path 
towards achieving one of the aims of the Union. There is evidence that some of 
the difficulties with which underwriters have to contend, particularly in relation 
to rates, are due to ignorance of events in other markets and a doubt as to iften- 
tions. This enables brokers to play off one market against the other and causes 
members unwittingly to act against their own interests. 

Membership of the Union in itself implies a general desire among members to 
co-operate with each other and a spirit of goodwill has been built up within the 
Union. Nevertheless, certain hesitancies still exist, for example some members 
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have indicated their willingness to disclose information which would be of value 
to the Union as a whole, but they are not prepared to do so in the absence of 
reciprocation from other members, and we should consider how much more can 
be done in this direction. There is a tendency for local markets to work inde- 
pendently of each other and there appears to be a genuine lack of understanding 
and knowledge of local activities in other countries. If individual members were 
to advise Central Office periodically of local conditions, procedures and practices, 
it would materially assist in building up a general picture of the business and 
facilitate a better understanding of individual difficulties. 

It is emphasised again that there is no question of interference with the internal 
affairs of individual members, but it must be obvious that successful progress 
requires utmost collaboration in all aspects of the business. 


RATING 


There appears to be a divergence of views as to the extent to which the Union 
should go in order to bring about some uniformity of rates. It is felt that much 
more can be done in this direction and although, for the reasons given above, it 
has not been possible to achieve unanimity within the Union, there seems to be 
a general feeling that it would be desirable to endeavour to obtain some form of 
hull agreement or follow the leader. It does seem possible that without eliminat- 
ing legitimate competition general measures could be effected which would result 
in the mitigation of indiscriminate rate cutting. It should not be too difficult to 
find a formula which would enable some measure of control to be exercised over 
rate cutting without going to the extent of tariff making. 

It would seem that many instances of rate cutting have arisen through lack of 
information and as a result of the operation of the reinsurance market. It 
would seem that the reinsurance aspect merits further detailed consideration. 


MEMBERSHIP 


The main consideration in connection with any type of agreement is the ques- 
tion of its practical possibility. Undoubtedly no agreement can be effective if the 
subscribers thereto form only a small portion of the market and influential under- 
writers remain outside. This raises the question of membership. Every effort 
should be made to obtain new members. At the moment a number have seen 
little purpose in joining the Union on the grounds that it is not effective. This 
view could be rebutted by a concerted action among members themselves on all 
aspects of the Union’s work. Instances do exist where voluntary agreement by 
underwriters on certain principles have been effective and, given sufficient deter- 
mination and confidence in each other, there is no reason why the Union’s work in 
this respect cannot be made more effective. Individual members can assist 


greatly in this respect through business and personal contacts in encouraging 
new members to join the I. U. A. I. 


STATISTICS 


This is a question which has been discussed over a period of years and many 
views have been expressed for and against their value. There seems to be a 
natural reluctance on the part of all branches of insurance business, other than 
the life branch, to use statistics to any great extent. It cannot be doubted that 
statistical data, either in simple or complicated form, is essential and invaluable 
if properly interpreted. It is appreciated that it will not always give the full 
answer to underwriting problems, but it can be of great help. 

The statistical data at present being collected within the Union is not suffi- 
ciently wide or of the right kind to enable underwriters to make full use of it. 
There would appear to be two methods of compiling the necessary figures. 

(1) Government statistics. 
(2) Claims statistics. 

If Government statistics are used it is necessary to obtain the accident rate 
based on the same experience if the “burning cost” is to be ascertained. -A sugges- 
tion has been put forward by Mr. Thomas which proposes that a record of reg- 
istered aircraft be maintained at Central Office. Whilst this method would un- 
doubtedly give a rate of accidents, it would still give little indication of the 
claims cost since they cannot take into consideration losses incurred in connection 
with partial damage. 

It is suggested that really useful information can be obtained only by a knowl- 
edge of the actual amounts paid by way of claims. The Accident Offices’ Associa- 
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tion is able to produce reliable figures based on the number of motor vehicles in- 
sured and claims paid divided into classes, and the Life Offices’ Association has 
introduced a scheme for rating lives in the Royal Air Force based on statistical 
data supplied by the Air Ministry and it should not be impossible for the aviation 
market to produce similar statistics. 


GENERAL 


From discussion with members one cannot escape the conclusion that whilst 
there is a genuine desire for friendly understanding, there is a certain lack of 
confidence in each other. A contributory cause may be lack of contact, apart 
from the Annual General Meetings. 

The Union originated from a desire to spread technical knowledge to under- 
write aviation business on a proper basis and to encourage world-wide co-opera- 
tion for the benefit of the business as a whole. That misunderstandings and diffi- 
culties do still exist indicates a fruitful sphere in which the Union can be 
effective. 

CONCLUSION 


It is suggested that the work of the Union could be greatly facilitated and the 
following points are put forward for consideration of members. 

(1) Appointment of an Executive Committee consisting of, say, the President, 
Vice President, and possibly one or two past Presidents. 

The purpose of this Committee would be to determine the policy of the Union 
for presentation to members and initiate action on problems which arise. 

(2) Members should supply information on local activities in greater detail. 
If necessary, Central Office should be in a position to indicate what rates are 
being asked in various markets. 

(3) Members should consiuer how far they are prepared to proceed towards 
some kind of rating agreement, with all that this implies. 

(4) Members should consider how much reinsurance facilities freely given 
assist the writing of business at unprofitable rates. 

(5) Members should supply claims statistics. 

(6) Member should endeavour to assist in encouraging membership by use of 
personal and business contacts wherever possible. 


JANUARY 9, 1957. 
Mr. Perer LANGMEAD, 
General Secretary, International Union of Aviation Insurers, 
London, England. 


DEAR PETER: I have now had an opportunity to read the Minutes of the last 
Annual General Meeting and the Committee Reports which accompanied the 
Minutes, with your Inter-Member Memorandum 19L of December 10, 1956. My 
congratulations on all of this material. 

I have no important suggestions for change. However, I observe at the bottom 
of Page 1 of the Minutes, mention is made of the fact that Mr. Hill last attended 
a meeting in Berlin in 1938. It is my recollection that Jack Hill sat in on the 
Annual General Meeting in 1946 in London as an observer for Lloyd’s. Pos- 
sibly the LAUA had not been formed at that date but I am quite sure Jack did 
sit through the 1946 meetings. A review of the records of those minutes will 
confirm or correct my impression. Certainly, this is not important to anyone 
but Mr. Hill and if you find I am right, you may wish to issue some sort of 
correction. 

Attached is a copy of a letter I am writing Ralph Jennens today, commenting 
on the report of the Underwriting Sub-Committee, which was made a part of 
the Minutes of the Annual General Meeting. 

Best regards. 

[ALBERT J. SMITH]. 


JANUARY 9, 1957. 
Mr. RavtpxH H., JENNENS, 
British Aviation Insurance Company, Ltd., 
London, England. 
Deak RaAteH: The Minutes of the Torquay meeting were received here about 
two weeks ago and I have now had an opportunity to go over the record rather 
earefully. I am writing to tell you that I was very much impressed with the 
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report of the Underwriting Sub-Committee, made part of the Minutes and 
referred to as Appendix A. I think the report brings into focus the improved 
general tone of the Underwriting Sub-Committee meetings in the past several 
years. There is meat in the report and evidence of discussions at the meetings 
of the Sub-Committee of live and important topics. I am routing the report 
to our Chief Underwriters here, some of whom have felt, I fear, that the IUAI 
has been dead on its feet for many years. Keep. up the good work and maybe, 
if we keep on pointing up pitfalls and unsound underwriting practices, we may 
get a few converts to straight thinking. This should be easier under my con- 
cept of what the 1955-1956 figures cf the London market must show. 

I wonder whether by this time you have received any report of the action we 
took as at the year end in relation to the Admitted Liability rates. We have 
been very unhappy with the continual dropping off of rates in this class and 
decided to attempt taking the lead in getting the rates back up and accordingly, 
have issued directions to all our producers and underwriters that we will not 
entertain a rate less than $4 per $1,000 for twin engined Industrial Aid risks of 
the higher type: Single engined aircraft are to command a higher rate but 
we did not attempt to pinpoint any minimum for the single engined risks. 

Just how much support the competition here will give to this move remains 
to be seen but we felt that somebody had to be the guinea pig in sounding off. 
If after a fair try at the $4 minimum we find we must lower our sights to stay 
in the picture, we shall take another look, but if this works, I think you will see 
us leading off in respect of other classes of business as well. I have in mind 
particularly the Industrial Aid Hull rates. 

If you sense any stiffening in the market, I wish you would keep me posted 
on what goes on. I say this in part because I know full well that if, in the 
process of attempting to raise rates generally here, we open the door for more 
direct London competition, one A. J. S. will be the brunt of a lot of criticism. 

All the best to you. 

Sincerely yours, 


[ALBERT J. SMITH]. 


SEPTEMBER 10, 1957. 
Mr. PETER LANGMEAD, 
General Secretary, International Union of Aviation Insurers, London, 
England. 


DEAR PETER: My face is very red over the fact that your follow up letter to 
me of July 30th last concerning Inter-Member Memorandum No. 24L and 27L 
has been lying stymied behind a great mass of papers concerning IUAI matters 
which I had set to one side. Since the advent of the General Secretariat, we 
sure have been deluged with reading matter and it is sometimes difficult, on a 
day to day handling of first things first, to keep abreast of the flood. Please do 
not infer any criticism in this statement. I think it is remarkable that you and 
Dulcie have been able to turn out as much as you have produced and in the long 
run, it is all to the mustard. 

On the matter of standard clauses and furnishing you with specimen policies, 
this could have been disposed of in a few moments had I taken the time to real- 
ize that that was all you were asking for. At any rate, by steamer mail yes- 
terday, I sent forward to you two copies of a number of our standard policies 
for hulls, liabilities, airports, general liability, etc., and included along with the 
rest are standard Workmen’s Compensation forms which may not be of special 
interest to the committee. Just for the record, let me say that according to my 
recollection, this is about the third request we have had through the years for 
Similar material. In other words, some place in the files of the Union the pre- 
vious specimen policies we sent forward are probably molding. 

This whole question of standardization is a good illustration of a field in 
which Union members may work together and I am all for it to the end that 
through the experience of others, all may benefit in tightening up loose wordings. 
In practice, the forms I have sent you are of real help enly in respect of the 
smaller and less important risks. As I am sure you know, when we get into 
covers for airlines and manufacturers, practically every policy is tailor-made. 
I cannot send you an actual copy of any airline policy but am having our under- 
writers draw up what would amount to a specimen policy for airlines, incorpo- 
rating the more or less standard clauses that would appear in all such covers. 
This I hope to forward to you by airmail before the end of this week. Similarly, 
I expect to send you a separate policy covering Manufacturers’ Products Lia- 
bility and Loss of Use. Certainly all of this, together with the similar sub- 
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missions which will be made by the other members of the Union, should pro- 
vide the committee with much more than they can digest in a hurry and as time 
goes on, we shall be glad to cooperate in discussing the questions raised by the 
committee regarding this or that clause. 

On the question of Air Freight Liability, the aviation market here is at a dis- 
tinct disadvantage in contributing very much because of almost complete lack of 
experience. I believe it is the practice in London and on the Continent for 
aviation underwriters to provide both Cargo insurance to the shipper and 
Cargo Liability insurance to the airline. That is not the pattern here where both 
types of risks are written in the marine market. In other words, you would 
find in both Associated Aviation Underwriters and the USAIG the pattern of 
the Member Companies of both Groups writing the Cargo insurance direct 
through their regular agency and brokerage channels. We were authorized in 
our original contracts with the USAIG Member Companies to cover both sec- 
tions but soon discovered that we could be of no real use in the business for a num- 
ber of reasons. Looking at the shipper’s insurance on cargo, the shipper ob- 
viously is not interested in a policy which will cover his goods only while in 
the hands of the aircraft operator. This means that the cargo insurer must be 
prepared to follow the goods from the point of origin to the point of ultimate 
destination in the hands of railroads, steamships, airlines and what have you. 
We are supposed to be specialists in respect of aviation risk and freely admit no 
knowledge of insurance in other fields. Hence, we bowed out of the Cargo in- 
surance. 

I know of no good reason why the aviation groups here could not cover the 
aircraft operators’ Cargo Liability risks except that the marine market got into 
the business very early and we seem to serve no useful purpose by competing 
with that market especially since our concept of rates has been many times the 
rates apparently charged for such liability insurance in the marine market, 
despite the fact that from time to time terrific exposures are involved. 

Yesterday we had a discussion with the Insurance Manager of one of the large 
airlines here, from which I can provide certain broad answers to the question- 
naire relating to Memorandum No. 24L. It does not necessarily follow that all 
the airlines insure on the same pattern. 

Looking first at the Cargo Liability of the aircraft operator, you will un- 
doubtedly find a uniform pattern of a special policy covering the aircraft 
operator’s liabilities in the handling of cargo. Baggage Liability on the other 
hand will be wrapped up with the Third Party Liability contracts written by 
the aviation underwriter. I understand two limits are usually expressed as a 
total aboard any one aircraft and a total for any one loss. In all likelihood, 
you might find a separate limit at any one terminal applicable to any one loss. 
I am told the liability policy of the air carrier usually follows goods in the 
hands of the aircraft operator from terminal to terminal and while in transit. 
Whether there is provision for contingent liability while goods are in the hands 
of connecting carriers, I have not so far learned. 

Dealing now with Section II of the questionnaire, and which I understand 
relates to the shipper’s insurance on his cargo, the liability of the aircraft 
operator would fall under the special policy or policies arranged for the air 
carrier. I am told there is no reservation with regard to valuable cargo but 
that in practice, the air carrier makes what are known as “courtesy reports” to 
underwriters. Items (b) and (c) have been commented on above and the 
answer to (d) is “sometimes yes and sometimes no.” 

I am advised, in the case of the one airline mentioned above, that premiums 
are paid either on declared values or on gross income, that such rates con- 
template recourse by direct insurers and that recourse is generally sought. 

Perhaps the statements I have made will only serve to confuse the issue. I 
am going to try and check several other sources in regard to general practice 
and hope to be able to provide further information and will make an attempt to 
learn how the Cargo Liability business has gone with the underwriters. I am 
afraid the difficulty here is that there probably is no one report point at which 
the underwriting statistics, if there are any available, would be gathered. 

Sincerely yours, 


[Albert J. Smith]. 
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SEPTEMBER 24, 1957. 
Mr. Luis F. AGUDIN, 
Compania Espanola de Reaseguros, 8. A., 
San Marcos, Madrid, Spain. 


Dear Luis: Thank you very much for your kind note of September 20th. Not 
having heard from you sooner, I had thougnt you very likely were in attendance 
at the marine meetings. 

I do hope you will be able to be with us at Amsterdam. I am sure we all 
realize that we are entering an era that may be very disastrous for aviation 
underwriters unless a large degree of sanity returns to what has been a de- 
moralized market. I therefore regard the forthcoming meetings as perhaps the 
most important in the history of the Union. While we of the Union can not 
hope to accomplish much in the way of agreements with the less conservative 
underwriters at Lloyd’s, I have had a feeling for sometime that some good has 
been accomplished as the result of the IUAI meetings and the opportunity they 
afford for informal discussions with some of the people from the London market. 
I understand that a number of Lloyd’s underwriters will make an appearance 
at Amsterdam, as they did last year at Torquay, and this gives me a certain 
amount of heart. 

Again, I thank you for any assistance to the ladies, if they have been obliged 
to call upon you. 

Very sincerely yours, 


[Albert J. Smith]. 


B. R. H. Hoa & OTHERS, 
LLoyYD’s 


London, October 16, 1957. 
Mr. P. Lanemeap, F.C. 1. 8., A. C. 1. 1., 


London, England. 


Dear LANGMEAD: Just a line to thank you once again for inviting me as an 
observer to the I. U. A. I. Conference at Amsterdam. I think our Dutch host’s 
hospitality was quite out of this world, but then of course it was a very special 
occasion for them. 

It has occurred to me that the extract of our Minutes which I handed to you 
after the Conference, does not quite explain the situation of the unanimous 
decision “not to join at the present time”. It was, of course, referring to the 
fact that the Lloyd’s Aviation Underwriters’ Association was about to alter its 
constitution. With a large increase in membership it would be unfair to make 
very far reaching decisions until that was carried out. As you know one or two 

of us think that Lloyd’s should join, and I hope will eventually. Anyhow, I 
hope the suggestion contained in these Minutes will be helpful, and will be re- 
garded as some step towards a closer relationship. 

I think the way you and your staff organised the Conference was highly efficient, 


and I thoroughly enjoyed it and reckon I got off more lightly from Willy de Vlam- 
ing than I expected. 


Yours very sincerely, 
(Signed) E, R. H. Hr. 


Lioyp’s AVIATION UNDERWRITERS’ ASSOCIATION 
EXTRACT FroM MINUTES 


Memorandum for the Chairman, October 4, 1957. 


At the Meeting of the Committee held on the 24th May last, the question 
as to whether this Association should join the International Union was further 
debated following an approach made to you by Mr. de Vlaming. The outcome was 
that— 

“After some further discussion, it was unanimously agreed that this Associa- 
tion should not contemplate joining the Union at the present juncture, but that 
further consideration be given to the possibility of making a regular contribution 
to the Funds of the Union in consideration of which the Union might be asked 
to include the Association in their circulation list for matters of general interest.” 
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[Personal and confidential] 
NOVEMBER 27, 1957. 
Mr. W. de VLAMING, 
In care of O. W.J. Schlencker, Amsterdam, Holland. 


Dear Wity: We held our annual meetings with the Member Companies of 
the USAIG two weeks ago and are now in the process of rounding out details 
of participations and reinsurance for 1958. In this connection, I had not for- 
gotten our discussions in Amsterdam, which are referred to in your note to me 
of November 4th. 

To get to the point rather bluntly, I see no hope of offering you a reinsurance 
participation for 1958 and, at the same time and with complete sincerity, I do 
not rule out the possibility for 1959 and thereafter. 

As I see the picture, there will be no material change in the present day 
exposures throughout 1958. It is true that we shall be faced with the test pro- 
grams of the jets in the hands of the manufacturers, particularly Boeing and 
Douglas but, since we have no desire to attempt to cover 100% of the very 
high values which will be exposed, we will be able to handle our lines under 
our present treaty arrangements. However, looking ahead to 1959 and there- 
after, I am urging our own Member Companies to step up their participations 
and exposures in a modest way, to avoid having to suddenly materially increase 
their lines, when the jets come into operation on the airline accounts. Any 
such step up for 1958 can only be accomplished by reducing the participations 
of London reinsurers and at this stage, I think it would be politically unwise to 
further reduce London in order to take in additional reinsurers on the Continent. 
However, rest assured that the matter will not be lost sight of. I have been 
stressing to our Member Companies that it will be advisable, from many angles, 
to spread the peak exposures of all world airlines over the entire recognized 
aviation insurance market during the build-up of the jet program and I certainly 
have the Dutch Pool in mind, along with others, in that connection. I hope at 
a reasonably early date to explore with you and some of my other friends 
abroad, a plan I have in mind in that connection. In the meantime, there 
seems nothing more to be done. 

Sincerely yours, 
ALBERT J. SMITH. 


LetTrer SENT TO ALL MEMBERS OF UNDERWRITING AND TECHNICAL & STATISTICAL 
Sus-CoOM MITTEES 


DECEMBER 10, 1957. 

DEAR MR. - : It is proposed to hold meetings of the Underwriting and 
Technical & Statistical Sub-Committees in the near future. 

It has been suggested that these be held during the week beginning 3rd Febru- 
ary, 1958. Invitations have kindly been extended by Dr. de Mori for a meeting 
to be held in Rome, and by Mr. Jennens for a meeting in London. 

It would, of course, be desirable for both these meetings to be held at the same 
time and place, and in order that preliminary arrangements may be made, it 
would be appreciated if you would be good enough to let me know as soon as 
possible whether the suggested time would be suitable for you, and which of the 
proposed venues would be most convenient. 

It is anticipated that the meetings would take two days in all, and further 
details will be forwarded in due course. 

Yours sincerely, 





PETER LANGMEAD, General Secretary. 


THE British AVIATION INSURANCE Co., L’1D., 


London, December 17, 1957. 
W. DE VLAMING, Hsq,., 


President, International Union of Aviation Insurers, 
In care of Messrs. 0. W. J. Schlencker, Amsterdam. 

DEAR MR. DE VLAMING: You will recollect talking to me about the possibility of 
Lloyd’s Aviation Underwriters Association making a regular contribution to the 
funds of the I. U. A. I. in exchange for being supplied with matters of interest 
that may be circulated amongst members. 
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My feeling is that we do not want to take any action that might lead Lloyd’s 
to think that after all there is no real need for them to join the Union and I am 
inclined to think that the acceptance by the I. U. A. I. of a regular annual contri- 
bution would be likely to have just that result. Moreover, if they were allowed 
to become associated on such a basis, one could imagine the Aviation Insurance 
Offices’ Association retiring from full membership and asking if they might be 
accepted on the same basis as Lloyd’s. 

I would suggest, therefore, that if we should receive a definite offer from 
Lloyd’s on the lines of the decision taken by them on the 24th May last, we 
should explain that whilst an occasional contribution would be acceptable we 
would very much like them to reconsider membership of the Union just as soon 
as their Association in its reconstituted form has had a chance to settle down 
and possibly thrash the matter out again. (I would mention that I have had 
a word with Mr. Crowe, one of their past Chairmen, on this subject and he 
does not feel that they would be hurt in any way if we acted on these lines). 

You also talked to me about methods of keeping the co-operation between 
the American and Lloyd’s markets which started in Amsterdam from fading 
away and whilst I have no concrete suggestions to make, you will be pleased 
to know that on one risk at least, i. e. the Boeing production models, both 
markets have stood firm and an order has now been received on terms previ- 
ously agreed between the two markets. There is also quite a lot of support 
given by certain individual Lloyd’s Underwriters in declining to under-cut the 
USAIG on risks shown in London and there is every chance of this attitude 
spreading amongst other Syndicates. 

With very best wishes for Christmas and the New Year. 

Yours sincerely, 
R. H. JENNENS. 


INTERNATIONAL UNION OF AVIATION INSURERS, 
London, December 19, 1957. 
A. J. Suirn, Esq., 
United States Aviation Underwriters, Inc., 
New York, N. Y. 

Dear AL: You will by now have received copy of a letter sent by Mr. Jennens 
to the President with regard to the Lloyd’s suggestion that they might be 
permitted to make an annual contribution to the funds of the Union, and I 
have no doubt that the President will be writing to you for your observations. 

In case he does not send you a copy of the original resolution handed to me 
by Mr. Hill and which I showed you at Amsterdam, I enclose this, together with 
a copy of a letter I received from Hill. 

I have the feeling that the President thinks rather on the same lines as 
Jennens, although after a talk with Ward he seems a little more inclined to 
accept an annual contribution in the hope that Lloyd’s will be shamed ulti- 
mately into meeting the appropriate dues. However, the President will no 
doubt make his own point of view clear to you, and I look forward to hearing 
further in due course so that I can get into touch with Lloyd’s. 

I have spoken to both the President and Jennens about efforts to keep alive 
or even to further the closer co-operation between your market and the London 
market which you so ably started when you were over. As I understand it, 
agreement has been achieved on the Boeing 707, but nothing more, and who 
knows what the future may hold. As you can see from Jennens’ letter, he has 
no concrete proposals to offer at the present time and, without any suggestion 
of personal criticism, this seems to sum up the attitude in the London market. 
All are conscious that something must be done, but no one appears to feel 
it his job to initiate any action. I know that Thomas, the late Chairman of 
the A. I. O. A. is continually urging the new Chairman, Clair, to resuscitate 
the abortive Joint Air Agreement, but so far as I am able to ascertain, no move 
appears to be in progress. The President and Jennens suggest that we ought 
to wait until Lloyd’s join as a full member and then we should try to push 
matters. Perhaps I am unduly impatient, but I cannot see that any agree- 
ment for further co-operation and consolidation should wait upon the question 
of Lloyd’s membership. I think it would be a great pity if the good work 
started by you in October should be allowed to fade away for lack of activity 
on our part. 
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I would very much like to have your observations. I think, from a policy 
point of view, anything we do should be initiated, or at least appear to be so, 
by the President and the Vice-Presidents. 

You will note from the enclosed copy letter that we propose to hold meetings 
early in February and, as you will recollect, Mr. Kalderén suggested at the 
October General Meeting that a meeting of underwriters be called for the pur- 
pose of evaluating the jet aircraft risk and endeavouring to secure co-operation. 
I have been in communication with him, and he suggests that a meeting be held 
early next year, and expressed the hope that a representative of the American 
market could be present. I propose to bring this matter up for discussion at 
our Committee meeting, and any views you may have on the whole matter would 
be most welcome. 

I have received copy of your letter to the President, together with press cut- 
tings. I must say that they did a good job, and I hope that the publicity given 
to our meeting will be an encouragement to greater things. 

It was grand to have you over here with us again, and I am only sorry that 
the many calls on your time prevented me seeing more of you. I gather from 
Bill that you had a wonderful trip home, and he certainly seems to have enjoyed 
his stay in your city. 

Kindest regards, and every good wish for a very happy and prosperous New 
Year. 

Yours sincerely, 
PETER 
[Peter Langmead]. 


INTERNATIONAL UNION OF AVIATION INSURERS, 
London, January 8, 1958. 


UNDERWRITING SUB-COMMITTEE—TECHNICAL AND STATISTICAL SUB-COMMITTEE 


Notice is hereby given that meetings of the above Committees will be held 
at the , Rome, on Tuesday and Wednesday, 
1ith-12th February, 1958. Programme of meetings is given below. 

Tuesday, February 11, Underwriting Sub-Committee, 9: 30 a. m. to 12: 30 p. m. 
and 2: 30 p. m. to 5: 00 p. m. 


Wednesday, February 12, joint meeting 9:30 a. m. to 2:30 p.m. Technical 
and Statistical Sub-Committee 2: 30 p. m to 5: 00 p. m. 


P. LANGMEAD, 
General Secretary. 


INTERNATIONAL UNION OF AVIATION INSURERS, 
London, January 17, 1958. 
To All Sub-Committee Members. 

DEAR : I very much regret to inform you that the dates (11th-12th 
February) for the proposed Sub-Committee meetings have proved not convenient 
for all members, and it is now necessary to select an alternative. 

It would seem impossible at such short notice to arrange another date during 
the month of February and, in consultation with the President and Vice-President, 
Mr. Jennens, it has been decided to explore the possibility of holding the meeting 
at a later date. 

In this connection, it is understood that there is the possibility of Mr. Smith 
attending a meeting of the Underwriting Sub-Committee if held in May of this 
year. His presence at such a meeting, at which it would be proposed to discuss 
matters arising out of the introduction of jet aircraft into airline service, would 
be of considerable value. 

I will communicate with you in this matter as early as possible, and in the 
meantime I hope that you have not been unduly inconvenienced by this unfor- 
tunate postponement. 

Yours sincerely, 
PETER LANGMEAD, 
General Secretary. 
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JANUARY 6, 1958. 
Mr. PETER LANGMEAD, 


Generali Secretary, International Union of Aviation Insurers, 
London, England. 


Dear Peter: I am only now getting around to acknowledging the receipt of 
your letter of December 19 concerning Lloyd’s. I had previously received a copy 
of Mr. Jennens’ letter of December 17 to President de Vlaming. 

Getting to the meat of the problem, I would vote against acceptance of any 
form of annual contribution to the funds of the Union on the part of Lloyd’s. 
When I say this, I fully realize that we have accepted nominal amounts on one 
or two occasions in the past. I have never liked this as I feel it cheapens the 
Union and possibly retards the matter of Lloyd’s joining the Union. Apparently, 
Mr. Jennens has about the same feeling. 

For some time past, I have had an idea in mind which I would like to explore 
with the three of you. Over the course of several years, I have written a 
number of letters to the individual Aviation Underwriters at Lloyd’s on the ques- 
tion of the Lloyd’s Association joining the Union. I do not recall that any 
underwriter expressed complete unwillingness to join and the excuse was usually 
given that it would be difficult to get the other fellow to agree. What would you 
think of my writing a personal letter to each Lloyd’s underwriter asking whether 
he would be willing to have the Lloyd’s Association join? In it, I would point 
out that membership in the Association on the part of Lloyd’s would not bind 
the individual to any agreement that he could not live with. I may, of course, 
be wrong but my feeling is that the majority, if not all, would not voice objec- 
tion to the proposal that the Lloyd’s Association become members. If my 
thinking is straight, I could then go back at each and every one and concurrently 
take the matter up with the Chairman of Lloyd’s Association and hope that by 
this means we could bring Lloyd’s into the fold. Chew it over and let me know 
how you and the other officers feel. I would not wish to embark upon such a 
program unless the other officers and you approved. 

All of us here sincerely hope that we may continue the cooperative efforts 
which were discussed at Amsterdam and London and which apparently produced 
some tangible results in the rating of one account recently. I shuddered a bit 
in reading the last paragraph of Ralph’s letter of December 17. I knew he 
meant well but in dealing with this entire subject, it is dangerous from our 
point of view to have files show what others might use against us if we should 
ever have the Federal Government descend upon us under our Anti-Trust Laws. 
One sometimes does not quite know how to proceed with this situation in mind. 
Common sense would dictate that the necessary sharing of the very large risks 
would automatically require joint rating by interested co-insurers. The point 
is we must so conduct ourselves as to be able to show that we did not engage in 
price fixing to the detriment of the buyer. The test will always be not what 
the files show or what has been said in a telephone conversation, but rather, what 
we have in fact done. So, we must by our actions avoid any suggestion of collu- 
sion. I understand they do not have television in the cells in those Federal Pens. 

Getting back to the over-all subject of cooperation. I have recently, in writing, 
expressed the hope to all of our Company executives that we may be able to 
work out a plan for spreading the jet risks of all the world’s airlines over the 
entire legitimate and recognized world’s aviation market during what I term 
the build-up period which I picture will certainly run through the years 1959 
to 1961, inclusive. There are going to be ample premiums for all. My major con- 
cern is not to have the lion’s share of the business but rather, to escape a series 
of catastrophe losses which could well be ruinous. I intend to get into this in 
detail in the course of the next few weeks and I had thought of using thé Union 
as a springboard to try it on for size. Here again, as I visualize it, the London 
market and particularly the Lloyd’s market could be the big stumbling block. 
On what basis one would approach the Lloyd’s Underwriters over the question of 
apportioning the jet risks, I am sure I do not know at the moment. In general, 
my mind works toward a plan which would involve pre-determined participations 
on the part of all underwriters included in the plan with provision that reinsur- 
ance to accomplish such participations must be offered irrespective of which 
underwriter wrote the direct line. Acceptance of the reinsurance need not be 
mandatory. This would leave the accepting reinsurer the right to decline to 
participate in cases where some cute underwriter or broker tried to pull a fast 
one for personal gain outside the intent of the Agreement. Perhaps I am think- 
ing too idealistically. However, I picture that the routine catastrophe here in 
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the United States involving a Boeing 707 or a DC-8 with something in the neigh- 
borhood of 200 passengers in an open state is going to involve a sure pay-off of a 
minimum of $14,000,000. At the moment, I seriously question there is sufficient 
capacity in the recognized world aviation market to cover that much as primary 
liability. If my thinking is straight, I cannot see even the most venturesome 
Lloyd’s underwriter cutting a standard rate and leaving himself without reinsur- 
ance. Neither would a smart broker be able to complete a slip for primary limits 
such as I have mentioned at any material deviation from standard. Throughout 
I have referred to reinsurance; possibly the plan might embrace some elements 
of co-insurance. I have no decided preference one way or the other. I do fee] 
that there would be considerable objection on the part of the large airlines here 
to accept a number of policies of co-insurance from all over Western Europe. I 
do not believe the bankers behind the equipment loans would go for that sort of 
co-insurance either. 

I note you are planning meetings of the Underwriting and Technical and Sta- 
tistical Sub-Committees during February. I have hoped to be able to attend 
such a meeting later in the year even though it involved a special trip to Europe 
for the purpose. I am afraid that February is a bit too soon for me to attend. 
However, if you should be in shape for another meeting along about May or 
June, I would hope to be able to attend. By that time, we may have something 
more concrete to discuss. I believe the DC-—8 will be rolling off the assembly line 
and we shall be that much closer to the delivery dates of the jets to the airlines. 

Sincerely yours, 






























ALBERT J. SMITH. 
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[Confidential ] 
JANUARY 13, 1958. 

Mr. WILSON C, JAINSEN, 

President, Hartford Accident & Indemnity Co., Hartford, Conn. 


ZURICH INSURANCE COMPANY 


Dear BILL: Following our telephone conversation just concluded, I thought it 
advisable to write this short note to you to fill in some of the background. 

Aero Associates, Inc., of New York, a wholly owned subsidiary of the Zurich, 
manages the aviation business of the Zurich and the Eagle Star Insurance Com- 
pany, Ltd., of London. Aero Associates was formed some eight or nine years 
ago by Stewart, Smith and at that time represented only the Eagle Star and the 
Markel Companies, (American Fidelity & Casualty and American Fidelity Fire 
Insurance Company, Richmond, Va.). About four years ago, the Zurich pur- 
chased the stock interest of the Markels (50%), the Markel Companies dropped 
out and the Zurich went in as an underwriting company. Soon thereafter, Mr. 
Pilling found his position untenable with 90% of the stock of Aero Associates 
owned by Stewart, Smith interests. He thereupon sought and was granted au- 
thorization from his head office in Zurich to purchase the Stewart, Smith stock 
and for several years now, the Zurich own 100% of the stock of the management 
company. 

There is no doubt in my mind that Marsh & McLennan, Chicago, were largely 
instrumental in pushing the Zurich into the position they are now in. In other 
words, Marsh & McLennan, Chicago and Stewart, Smith have worked very 
closely together in aviation and needed a front for a number of their cutrate 
schemes. 

Pilling and the Zurich have had a rough time in aviation and there is no 
doubt that Pilling would like to drop the burdens he has inherited as the result 
of Aero Associates. Their experience has been pretty horrible, they have a very 
limited net capacity and I know from personal talks I bave had in Europe with 
the Supervising Director in the head office, that the head office people are about 
as unhappy in the present setup as is Pilling. 

Many months ago Mr. Pilling approached me, seeking again shares reinsur- 
ance to bolster the limited capacity of Aero Associates. I told him very frankly 
that we would only entertain such an arrangement in respect of Industrial Aid 
and Private risks and then only if he would stop messing up the airline business 
by acting as a front for Stewart, Smith and Marsh & McLennan. I further 
told him and his head office Director that Aero Associates could never be a 
factor in the jet transport age and that they might be well advised to consider 



























mm mh at 


Oy 


a Ee ee 5 


cc | 















THE INSURANCE INDUSTRY 359 






folding up Aero Associates and joining either Associated or the USAIG, as a 
Member Company. 

The upshot of all this has been that Pilling would like to bring the Zurich into 
membership in the USAIG and wash up Aero Associates. I know that his com- 
pany is not a full tariff company in the casualty operations and told him I was 
not at all sure that he would be acceptable to all of our present Members. 

At a meeting I had with Pilling last week, he authorized me to explore the 
possibility of membership in a very quiet and tactful manner and hence my 
eall to you today. I picture it would take about a minimum of six months 
to satisfactorily work out all the details even though we were assured of all pres- 
ent members going along in favor of the Zurich as a Member of the USAIG. 

Mr. Pilling tells me their present annual premium income is about $6,500,000 
of which approximately $1,000,000 represents Workmen’s Compensation, which 
the Zurich holds 100%. I know Aero has a share in a number of large risks 
which we would not touch on the basis they are currently rated. Nevertheless, 
there is undoubtedly a considerable volume of business that would be attractive 
and which, I feel, we wouid inherit if we made a deal with Pilling. 

One thing I am reasonably sure of and that is that if someone does not take 
them over, Aero Associates will die on the vine on or before the yearend. Look- 
ing to the future, I have a feeling that we shall be able to use the additional 
capacity in the Group that the Zurich would provide. However, none of this 
is important enough to advocate taking into the Group a company that would be 
troublesome or out of step with our present Members. 

I have a feeling that if the USAIG Member Companies in Hartford approve 
membership for the Zurich, the balance of the Members would go along. Mr. 
Pilling is very anxious that if a turndown would result, as few people as neces- 
sary know about it; in other words, he fears, and I believe rightfully so, that 
if it became known throughout the Fraternity that the Zurich had applied for 
admission and been refused, irreparable damage would result. 

You know the background of the situation we went through in the case of the 
Insurance Company of North America, where we lost the fire company because 
we would not admit the indemnity company. As a result today, instead of a 
strong ally, we have a strong competitor. 

Whether the wash up of Aero Associates with the Zurich joining the USAIG 
would raise any eyebrows under the various Anti-trust statutes, is a question 
for the legal experts. The simple answer at the moment is that we have not 
solicited the Zurich but that they have come to us. Maybe that answer is too 
simple. 

To summarize, I believe I see certain advantages to all concerned in washing 
up Aero Associates, but only if this could be accomplished on a basis entirely 
satisfactory to all of our Member Companies and their executives. In other 
words, it would not be worthwhile if discord would result. 

With these few words, I shall be interested in learning your feelings on the 
question. 

Sincerely yours, 


[ALBERT J. SMITH]. 


JANUARY 16, 1958. 


Memorandum for File. 


ZURICH 


Bill Jainsen called me on the telephone, following our telephone conversa- 
tion a day or two ago and my letter to him of January 13th. 

He reports that, speaking both for the Hartford Accident and Indemnity and 
the Hartford Fire Insurance Companies, they would not raise objection to the 
Zurich joining the Group but they are not particularly enthusiastic about the 
arrangement. 

When I talked to Jainsen on the telephone several days ago, he mentioned that 
he feels Pilling is an opinionated person. This may have some bearing on the 
Hartford’s attitude, along with the fact that the Zurich deviates from the bureau 
companies in private automobile business. 

Finally, one could only assume that the Hartford would not be a stumbling 
block but would go along with reservations. I mentioned to Bill that in any 
arrangement involving paying the Zurich for renewals, we would not ask the 
companies to contribute anything and that this would, in fact, be a split com- 
mission deal. He expressed the thought that he hoped we would not pay too much 
for anything we got. 

A. 


J. S. 
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[Confidential] 


Unitep States AVIATION UNDERWRITERS, INC., 
UnttTep STaTeEs AIRCRAFT INSURANCE GROUP, 
New York, N. Y., January 22, 1958. 


ZURICH INSURANCE CO. 


I am addressing this as a confidential letter to you concerning a recent de- 
velopment that requires, at this stage, a considerable amount of tact and a mini- 
mum of publicity. Perhaps I have used the word “confidential” loosely because 
this same letter goes forward to a number of our Advisory Council Members. 

Mr. Neville Pilling, United States Manager of the Zurich Insurance Com- 
pany, has approached me on the question of the Zurich joining the USAIG as 
a Member Company, in both the Casualty and the Hull Sections of the Group, 
There is an interesting background to this development. About 1949 Aero 
Associates Inc., was organized through the joint efforts of Stewart, Smith and 
Co., and the Markel interests, for the writing of aviation business. The direct 
writing companies in the setup consisted only of the Markel Companies, of 
Richmond, Virginia, and the United States Branch of the Eagle Star Insurance 
Company, Ltd., of London, heavily reinsured in the London market. It is very 
doubtful that the organization ever showed an underwriting profit in any year. 
I always regarded the setup as a working tool for Stewart, Smith, who owned 
50% of the stock of Aero Associates, Inc. Through the use of Aero Associates 
as a front and dumping ground, a number of large United States domestic risks 
were acquired through drastic rate cutting and, in general, Aero Associates 
has been a thorn in the sides of the legitimate aviation market here. 

About four years ago, the Zurich was approached as a prospective addition to 
Aero Associates but apparently did not like the company. A re-organization of 
Aero Associates resulted under which the Zurich purchased the 50% stock in- 
terest of the Markels, the Markel Companies dropped out of the “Group” and 
the Zurich joined. Mr. Pilling soon found his position untenable with 50% of 
the stock in the hands of brokers and he secured authorization from his head 
office to purchase the Stewart, Smith stock and did so. From that time on, there 
has been some improvement in the character of the competition. Mr. Pilling has 
tried through the years to interest additional companies in joining the group 
but met with no success, and today Aero Associates still embraces only two com- 
panies as direct writers, the Zurich and the Eagle Star. This means relatively 
little in the way of capacity. The London market has refused to provide the 
heavy reinsurance facilities needed to cope with airline risks and this has 
brought about a pattern of splitting such large risks—for example, 10% to 25% 
direct in the Aero companies and their reinsurers, with the balance placed through 
direct policies in the London market. Aero’s recent underwriting experience has 
been very bad. In addition, there is a heavy expense factor on the Zurich in the 
maintenance of Aero’s Branch Offices. 

In a conversation I had with Mr. Pilling some months ago when he approached 
me for reinsurance support, I told him rather bluntly that his setup could never 
be an important factor in the coming jet transport age and that he would do 
well to consider abandoning Aero and bringing the Zurich into Associated Avia- 
tion Underwriters or the USAIG. I met Mr. Pilling’s Supervising Home Office 
Director in Amsterdam last October and told him the same story. The result 
of all of this has been that Mr. Pilling is ready to join the USAIG. I am sure 
he has had no similar discussions with Associated. The latter, I feel sure, would 
welcome the Zurich to membership. Mr. Pilling is a very unhappy man in re- 
spect of the entire present picture and has undoubtedly plowed in several hun- 
dred thousand dollars. In addition, the demands on his time in the top super- 
vision of the aviation business represent a constant source of annoyance. From 
all of this you can readily picture why Mr. Pilling wants out. 

I am advised that the Aero Group have an annual premium volume of approxi- 
nately $6,500,000 in aviation business of which about $1,000,000 represents 
Workmen’s Compensation business, which is retained 100% by the Zurich and 
is not divided with the Eagle Star and the quota share reinsurers. My dis- 
cussions with Mr. Pilling have involved paying the Zurich for any business we 
would take over on renewal, or ultimately through reinsurance of his portfolio. 
I want to emphasize at this time I have no exaggerated ideas on what should be 
paid to the Zurich for any of their business which we acquire and, that any com- 
mission paid for such business would be paid out of our commission and not by 
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the Member Companies. Also, I point out that there are a number of large 
risks involved which we would not consider taking over at any price on the basis 
on which they are now written. Aero does have a considerable volume of at- 
tractive private and corporate aircraft risks with rates well in line with the 
market here, but until we look further into the picture in detail, it would be 
sheer guesswork to attempt an estimate of what and how much is involved in 
which we would be interested after careful selection. 

When Mr. Pilling first approached me toward the year-end, I made it very 
clear to him that I could not say that his company would be acceptable to the 
USAIG Members. I had particularly in mind the possibility of one or more 
objections among our Casualty Member Companies. Mr. Pilling quite naturally 
would not wish to have his application formally refused, but I have his per- 
mission to sound out the present membership as quietly as possible; hence this 
letter. Having dealt with several situations in the past that contained similar 
elements, I anticipated where opposition in the Casualty Section might lie. I 
have received verbal approval to admission of the Zurich from all such quarters. 

If I may say so, I feel the Zurich would give us added strength which we are 
certain to need when the jet transports come at risk on the airlines. The USAIG, 
in the process, would have first access to a fair amount of desirable additional 
business, and the general market situation here would improve. Incidentally, I 
am not unmindful of the possibility of anti-trust and restraint of trade implica- 
tions, but I feel we can all take that one in stride. 

I would like to have your views on the question of bringing the Zurich into 
membership just as soon as possible. There are angles that will require a con- 
siderable amount of work and consideration in the overall picture which cannot 
be dealt with until I know for certain that the Zurich will be approved for 
membership by all concerned. Depending upon your reactions, you may prefer 
to let me have your answer by telephone and that will be quite satisfactory for 
my immediate purposes. In deference to Mr. Pilling, I would ask that this entire 
subject be treated in confidence. The discussions Mr. Pilling and I have had are 
known only to himself and his Assistant Manager and only to several of our 
executives. I might add that I have found Mr. Pilling completely forthright in 
my dealings with him to date. 

Sincerely yours, 
[Albert J. Smith]. 


INTERNATIONAL UNION OF AVIATION INSURERS, 


London, January 23, 1958. 
A. J. SmirH, Esq., 


United States Aviation Underwriters, Inc., 
New York, N. Y. 

Dear AL: In reply to your letter of the 6th January, you will see from the 
enclosed copy letter that it has been necessary to postpone the proposed Sub- 
Committee meetings. This now presents an opportunity for arranging another 
date, which might enable you to be with us. 

I have discussed the matter with the President and with Mr. Jennens, and 
both feel that your presence would add considerably to the value of the meet- 
ing. In addition, you may recollect that arising out of our discussions on jets 
at Amsterdam, Mr. Kalderén suggested that it might be profitable to call a meet- 
ing of underwriters, including Lloyd’s, early this year with a view to discussing 
jet problems more objectively, and perhaps with more concrete results than was 
possible at Amsterdam. It is suggested that, although any agreements which 
might be reached at such a meeting would, for obvious reasons, have to be 
external to the Union, the Union might well take the initiative in arranging 
such a meeting. 

I do not think that Mr. Kalderén’s thoughts on the subject are finalised yet, 
but in correspondence he suggested that May might be a suitable time for such 
a meeting, and he hoped that it would be possible for a representative from the 
U. 8S. A. I. G. to attend. He will be visiting London at the end of February, 
and I propose to discuss the matter with him more fully. I feel that su ia 
meeting might very well fall into line with what you have in mind, and my 
present thought is that it might be feasible to hold Committee Meetings at the 
same time, thus making it worth your while coming over. 

The President would, I think, like these meetings to be held as early as 
possible, but quite naturally the dates must depend upon you. Mr. Jennens has 
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in mind the third week in May, but before I make even tentative arrange 
ments, it would be helpful to know if you could possibly be with us at that 
time, or even earlier. I do very much hope that you can make the journey be- 
cause I am certain that your presence here will be conducive of results. In 
fact, I would go further than that and say that your presence is essential. 

As soon as I have had another word with Mr. Kalderén it might be possible 
to formulise some kind of agenda. I think it would be most desirable for us 
to have in mind precisely what we are after at the proposed meeting rather than 
to go into it with just a pious hope. It may be necessary to do a lot of spade 
work preparing the ground beforehand, but I am sure it would be profitable. 
If you have yet formulised your own ideas on the lines of your letter which we 
could put forward even in broad form, it would be most helpful. 

With regard to your suggestion of writing to individual aviation underwriters 
at Lloyd’s, I have discussed this with both the President and with Mr. Jen- 
nens. You may know that the Lloyd’s Association has now been reconstituted 
and as a result approximately 40 marine underwriters writing aviation business 
have joined. The Association is in process of electing a new Chairman, and 
perhaps in view of the new set up it might be better to defer acting upon your 
suggestion until the reorganisation has had an opportunity of settling down. 
In any case, we can discuss this again when we meet. The new constitution of 
the Association was instigated by Hill who felt that the influx of marine under- 
writers, more conditioned to membership of an international union and joint 
hull agreement, would pave the way to the Association joining the I. U. A. L 
and to closer co-operation or understanding. I trust that his hopes will be 
justified. 

With regard to payment of a contribution by the Lloyd’s Association without 
undertaking full membership, although the President is anxious not to appear 
to give a rebuff, his original thought on the subject was akin to that of yourself 
and Mr. Jennens. I think this matter, too, can wait until we have had a chance 
of seeing how things work out under the new constitution. 

I do very much hope that you will be able to come over, and I look forward 
to hearing from you at your earliest convenience of a possible date for visiting 
us, together with suggestions for the proposed meeting of underwriters. 

Yours sincerely, 
PETER 
[Peter Langmead]. 


Str. Pau FIRE AND MARINE INSURANCE Co., 
St. PauL Mercury INSURANCE Co., 


St. Paul, Minn., January 27, 1958. 
Mr. ALBERT J. SMITH, 


President, United States Aircraft Insurance Group, 
New York, N. Y. 


ZURICH INSURANCE COMPANY 


Dear AL: I have given your letter of January 22 a good deal of thought. 
First off, I think you are going to need capacity and we members must recog- 
nize that fact and will probabiy have to go along with your getting it where 
you can. For that reason we would vote in favor of getting the Zurich. 

There are other things involved here and I do think you may run into some 
trouble because of the way the Zurich has been conducting their business. I 
would prefer to see us take in somebody like the Royal and I would have no 
objections to any good English company becoming a member of our group. If 
we are still using the argument against English companies, then I think the 
argument is equally good against the Zurich. 

If it is possible to get in two or three of the good English companies, I would 
rather see you move in that direction but what I said right at the start of the 
letter is really what you want to know and is what we will do. 

Yours sincerely, 
(Signed) ArcH, 
(Typed) A. B. Jackson, President. 


[Penciled note:] The Employers may be a precedent for the Zurich. 
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INTERNATIONAL UNION OF AVIATION INSURERS, 
Amsterdam, January 29, 1958. 
Mr. ALBERT J. SMITH, 
Care of United States Aviation Underwriters, 
New York, N.Y. 

Dear AL: Let me first of all thank you for your prophetic New Year’s wish 
and say that I surely agree to your last sentence that it is nice to have money. 

Further I received with thanks the copy of your letter dated 6th January to 
Langmead and in the meantime you will have received his reply of the 23rd, 
the contents of which he fully discussed with me and from which you see to 
what conclusions we had come. I think you will agree with me that it had no 
use to go to Rome for Committee Meetings with one of the main agenda points 
the jet motor, without your presence. It is my conviction that if we want to 
reach some understanding, we can only gain our aim if the Americans join us. 
Therefore, in spite of the fact that this must mean a disappointment to de Mori, 
I have suggested to adjourn the Meetings until your proposed visit to London 
in spring. I hope that the Meetings could take place not later than May and 
if possible in the beginning of May, as Beppo and I should like to go on holiday 
in June, so I am anxiously waiting for your reaction on this plan. 

You will have seen from Langmead’s letter that I do think it advisable (in 
concert with Jennens) to also invite for the Congress the Deputy Chairman of 
the Lloyd’s Aviation Underwriters, because the more Lloyd’s people we can 
get to attend our Meetings the better it is. In that case the Lloyd’s Chairman 
would not have to take the whole burden on his shoulders under all the shooting 
of the other members. I take it that you will agree with me in this respect. 

Finally I should like to put before you the following question : 

You may know that in December 1956 there has been some correspondence 
with Per Hansson re the salary of Langmead and that of Miss Wilson. As to 
Langmead this point has been settled at the time until 1959 inclusive, whilst Miss 
Wilson’s salary was increased by £50, i. e., that she now receives £550. From 
what I gathered from Jennens, this seems to be on the low side for a secretary 
and in concert with him I would suggest to increase her salary by another £50. 

Please let me know your views and with kind regards, I am, 

Sincerely yours, 
WILLY. 


FEBRUARY 3, 1958. 
Mr. W. DE VLAMING, 
Care of Messrs. O. W. J. Schlencker, Amsterdam, Holland. 


Dear WILLY: Your note of January 29th received this morning and it was nice 
to hear from you. 

Regarding the question of committee meetings. I have refrained from replying 
to Peter Langmead’s letter only because I have not taken the time to give the 
matter serious thought in relation to my calendar. I shall get around to this 
within the next week and trust no one will be seriously inconvenienced in the 
meantime. You speak of meeting in early May and that sounds like a very suit- 
able time for me. By that date we should be in position to put forward some- 
thing in the nature of a plan for discussion. It would be a convenience to me if 
the committee meetings could be held in London rather than on the Continent. 
This would have the added advantage of feeling out the situation with some of 
the lead underwriters in the London market and without their cooperation, we 
would be wasting our time in attempting any plan. 

I am in thorough agreement that we should ask the Chairman of the Lloyd’s 
Aviation Association to sit in with us, either alone or with another representa- 
tive from Lloyd’s. 

Regarding the question of an increase in salary for Miss Wilson, it seems to 
me Per Hansson mentioned verbally to me that he had in mind advancing the 
date of an increase for Langmead in view of the fine work he had done to that 
time. I, of course, agreed but actually have no concrete picture of what Lang- 
mead or Miss Wilson receives in the way of salary and pension arrangement. 
As you know, the dollar equivalent we pay for any job is so completely out of 
line with customary salaries in London, that it becomes very difficult for us to 
think in terms of relative value. To illustrate, we have to pay more than the 
dollar equivalent of £550 for a rank beginner just out of high school, with some 
typing ability but no shorthand. I have no doubt you are in a far better position 
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than I to evaluate the situation and Ralph Jennens is on the scene and knows 
from experience what the market would be in London for a girl of Miss Wilson’s 
ability. Certainly, with a staff of only two people, we must have exceptionally 
competent people and be prepared to compensate them accordingly. This is 
merely another way of saying that I will support any action you and Ralph take 
in the matter. I would rather overpay people than under pay them, at all 
times. 
Sincerely yours, 
ALBert J. SMITH. 


[Confidential] 
FEBRUARY 17, 1958. 
Hull and Casualty Memorandum No, 219. 


JoInT MEETING, CASUALTY AND HULL Apvisory CouUNCILs, 12 Noon, Fresruary 17, 
1958, Regency SurTre, WALDORF-ASTORIA, NEw YORK 


The purpose of this memorandum is to call, on very short notice, a Joint 
Meeting of the Hull and Casualty Advisory Councils, for which I apologize. We 
have a rather important subject to deal with in the form of an application from 
the U. S. Branch of Zurich Insurance Company for admission to the USAIG and 
CAIG. 

Members of the Casualty Council were recently informed of the application and 
overall situation involved, some by telephone and some by means of a confidential 
letter dated January 22, 1958. A copy of this letter is attached for the benefit 
of those who have not heretofore seen it. I can report that all Casualty Section 
Members have approved the Zurich as a Member of the Casualty Section. This 
approval was deemed necessary before pursuing the matter further with Mr. 
Pilling. I pictured, rightly or wrongly, that there would be no opposition to the 
Zurich from the Hull Section side. After securing approval from all Casualty 
Section Members, I met with Mr. Pilling on a number of occasions in New York 
to discuss the many details which it seemed idle to discuss until we were over 
the first hurdle. The latest of such meetings took place on Saturday last. I 
returned Friday night, following a two-day visit with Reed Chambers at St. 
Thomas, V. I., going over the entire subject. Reed feels as I do that, subject to 
your approval, the Zurich would make a good addition to the Group if Mr. Pilling 
can make a clean break and stop the writing of new and renewal business at an 
early date. This would mean ultimate liquidation of Aero Associates, Inc., but 
not before certain three year non-cancelable contracts have run off. That is Mr, 
Pilling’s concern and not ours. 

We have had a look at Aero’s 1957 volume by state and class (excluding Com- 
pensation) and have been provided as well with a list of all producers who 
accounted for more than $10,000 each during the year. Following is a summary 
of the volume: 


Airlines, hull and casualty $1, 750, 679 
Other hulls 1, 980, 188 
Other casualty 1, 349, 350 
Workmen’s compensation (estimate) 


6, O80, 217 


I want to emphasize that we are not contemplating portfolio reinsurance or 
any reinsurance at this time or later. We would plan to take over renewals on 
our terms or not at all and will pay nothing for any Airline business we happen 
to fall heir to in the process. 

Assuming all Hull Section Members will approve the Zurich for membership, 
the next question is one of timing. Here a certain amount of flexibility may be 
required on the approach. The Aero Group have Quota Share reinsurers here 
and in London. The Eagle Star, as a direct writing company, might raise objec- 
tion to premature cancelation of their contract with Aero and attempt to force 
the continuance of writing new and renewal business until December 31, 1958. 
Mr. Pilling feels that will not be the case and that he can effectively discontinue 
writing new and renewal risks by March 1st or April lst. He is naturally reluc- 
tant to approach the Eagle Star and the Quota Share reinsurers looking toward 
early termination until he is certain he will be admitted to the USAIG. If he 
can manage early termination, I would like to have the Advisory Councils con- 
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sider back-dating the Zurich’s participation to January ist. This would involve 
Members slightly reducing their agreed participation (not necessarily pro rata) 
for 1958. I am sure Mr. Pilling would be content with an exposure of about 
$25,000 on each side as a starter, i. e., about 244% in the Casualty Section and 
1.8% in the Hull Section. 

If the Zurich cannot be admitted before January 1, 1959, there is the risk of 
a leak of his plans in the meantime with concurrent probable loss of desirable 
renewal business, as I see it. There is also the danger that the interim period 
would give certain brokers plenty of time to attempt to salvage the Aero (exclud- 
ing Zurich) under another name. I can’t quite see this happening under a pro- 
gram of sudden termination. 

I do hope the short notice of meeting will not preclude all Members from having 
a representative present, prepared to act affirmatively on the questions of mem- 
bership and slight reductions in participations. I feel this is an awkward time 
for a meeting on short notice and, this being so, those of you who are Members 
of both the Casualty and Hull Sections may find it more convenient to send a 
single representative to act for both sections. We would like to have a reply, by 
wire where indicated, advising who will attend the meeting. I would think an 
hour’s discussion after lunch should be sufficient time to reach all necessary 
conclusions. 

I stressed in my conversations with Mr. Pilling last Saturday that the record 
must clearly show that he made the approach to us in a desire to get out of an 
undesirable and unprofitable situation. This he recognizes as the simple truth. 
The Zurich would be part of the answer to needed additional capacity in the 
future, if you will have them as Members of the Group. 


ALBERT J. SMITH. 


FEBRUARY 27, 1958. 


W. bE VuAmiIne, Esq., 
Care of Messrs. O. W. J. Schlencker, Amsterdam. 
DEAR MR. PRESIDENT: In reply to your letter of the 26th February, I heard of 
the agreement in the London market only on Tuesday of this week at a meeting 
between Mr. Jennens, Mr. Kalderén and myself, and yesterday Mr. Clair tele- 


phoned indicating that he hoped to let me have some information in due course. 

I was aware that tentative approaches had been made by the Lloyd’s under- 
writers to the companies after a proposal by the companies had only the week 
before been turned down. The whole matter appears to have been agreed in a 
rush and no exact details are available to me. 

As I understand it, the London market has agreed that there shall be a 10 
per cent increase in all rates in all classes of business from whatever part of 
the world and irrespective of past record. Furthermore, there is to be a written 
agreement signed by all participants which, in effect, will respect the lead. Ap- 
parently, the decision was reached by the British market without discussion 
with other markets and the risk is being taken that other markets might not 
follow. 

Mr. Jennens was surprised that I had not been informed, as it was his under- 
standing that the I. U. A. I. members should be advised of the new agreement 
as Soon as possible through this office. 

During the meeting, Mr. Kalderén suggested that it might be profitable for me 
to visit members on the Continent to explain the agreement with a view to 
securing the widest possible adherence. Mr. Jennens felt that this particular 
point should be discussed with Mr. Crowe before anything was done and, in any 
case, would require your sanction. Perhaps, when the position is a little clearer, 
you would be kind enough to let me have your views. 

Subsequent to my seeing Mr. Jennens, Mr. Clair telephoned indicating that 
the agreement had been reached, but that owing to pressure of time the Working 
Committee had not been able to prepare a written agreement for signature. 
Furthermore, he stated that the question of publicising the agreement had been 
considered and that one or two Lloyd’s members had been against any notification 
of the agreement outside the London market. 

It is my view that it would be logical to notify all our members of the terms 
of the agreement in order to secure the widest possible measure of action, which 
would in itself encourage the London market to continue the agreement, and 
also avoid the possibility of one or two London underwriters trying to get out 
of the agreement on the grounds of competition from elsewhere. 

I feel that it would strengthen the Union considerably if by some means its 
members could be induced to accept the principles of the London agreement in 
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writing, but this is perhaps a larger question of principle which might be 
considered by a Sub-Committee. 

Your surprise at not having been informed of the position by myself is under- 
standable, but you will appreciate the reasons from the foregoing, and I am sure 
that our Vice-President here will be able to overcome any doubts that may exist 
as to the desirability of notifying our members of the agreement. 

I shall, of course, keep you advised as to progress. 

Yours sincerely, 
[Perer LANGMEAD], 
General Secretary. 


AVIATION INSURANCE OFFICES ASSOCIATION RESPECT THE LEAD AGREEMENT 


We, the undersigned Lloyd’s and Company Underwriters, Hereby Mutually 
Agree, pursuant to a Meeting of Aviation Underwriters held at Lioyd’s on the 
18th February, 1958, that in regard to the renewal of any insurance within the 
classes defined below— 

(1) We Will Respect the Lead, irrespective of whether or not we have 
previously had an interest in such insurance and irrespective of whether 
we are asked to quote by the holding Broker or by any other, and irrespective 
of whether there is any alteration in the terms. It is, however, understood 
that any underwriter may quote renewal terms to the holding Broker or to 
any other when, and not before, he has obtained confirmation from the 
existing Leader that the latter no longer wishes to retain the Lead. 

(2) Joint Consultation as to terms shall take place between at least the 
first three Lloyd’s and the first three Company Underwriters. 

Definition.—This agreement shall apply to— 

Airlines, Scheduled and Non-Scheduled Operators, Feeder Line Operators, 
Charter Operators, Commercial Operators, Manufacturers, or any other 
class where the combined values are £250,000 (or equivalent) or over, or 
where the ownership consists of not less than five aircraft (excluding flying 
clubs or schools) 

in respect of Insurances on— 

Hulls (including any other risk covered by the Hull Slip) and 
Primary Liabilities (which shall be deemed to include automatie 
personal accident or admitted liability) 

This Agreement shall be effective as from 18th February, 1958. 


LLoyD’s, 
London, February 26, 1958. 


INTERNATIONAL UNION OF AVIATION INSURERS, 
Amsterdam, March 10, 1958. 
Mr. ALBert J. SMITH, 
Care of United States Aviation Underwriters, 
New York, N.Y. 


Dear At: You will have heard or will still hear from Langmead about the 
new Hull Agreement, which has been accomplished between Lloyd’s Under- 
writers and Company Underwriters and I enclose a copy of the preliminary 
draft. 

I have been in touch with Jennens and Langmead as to the question inhowfar 
as Union we should inform the members of same. My thoughts go into two 
directions, viz, either to have them sent a copy of the Agreement—the wording 
of which will be definitely drawn up in a couple of days—by the Union without 
any further comment, or ask Jennens and Murray Stewart to send our members 
said copy in the name of their respective Companies as participants in the 
Agreement. 

You will remember that in my maiden speech at the banquet in October last I 
expressed as my opinion that it is not appropriate for the Union to interfere 
in underwriting matters and I want to avoid as much as possible that the 
insurance world would think that the Union intended to do so. 

The question of the Hull Agreement can be discussed further at the Commit- 
tee Meetings, which can be fixed now that we know when you will be in London. 

It was deemed useful in London that next week there will be a meeting 
between some Lloyd’s Underwriters, Jennens and me to have a preliminary 
discussion re the new arrangement. The purpose of this letter is that I should 
very much appreciate it to have your first reaction. I do think it rather inter- 
esting that what we have been aiming at for years has suddenly materialised 





THE INSURANCE INDUSTRY 367 


without any further contact with the other European markets. On the other 
hand I think it a good sign and it might be a result of what you pointed out so 
clearly about the red figures and the reasons of same in Amsterdam! I take it 
that your market will probably co-operate with the lines of the Agreement, as 
I gather that on ground of your Laws you cannot become part of same. 

I should like to ask you to let me have your first reaction by return, because 
then I know your point of view when I am in London next week. 

May I take this opportunity to thank you for your letter of the 20th February, 
in which you promised to send me a copy of Dave Beebe’s book ““‘Through Twenty- 
Five Years”. It has not yet arrived but I take it that I shall receive it these 
days and please accept my heartiest thanks in advance. 

With kindest regards, 

Yours sincerely, 


{Private and confidential] 


INTERNATIONAL UNION OF AVIATION INSURERS, 
March 14, 1958. 
Inter-Member Memorandum No. 33. 
Subject: Aviation Hull and Liability Insurance London Agreement. 


To All Members: 


Members will be interested to learn that in recent weeks Company and Lloyd’s 
underwriters have held a joint meeting in London and there was unanimous 
agreement as to the desirability of introducing a written agreement to “Respect 
the Lead”, in conjunction with a procedure for consultation between the 
leaders as to renewal terms on given risks, also for some all round increase in 
the present level of rating. 

This agreement is to apply to— 

Airlines, Scheduled and Non-Scheduled Operators, Feeder Line Operators, 
Charter Operators, Commercial Operators, Manufacturers and any other 
class where the combined values are £250,000 (or equivalent) or over, or 
where the ownership consists of not less than five aircraft (excluding flying 
clubs or schools) 

in respect of insurances on— 

Hulls (including any other risk covered by the Hull slip) and 
Primary Liabilities (which shall be deemed to include automatic per- 
sonal accident or admitted liability ) 
and is applicable to all renewals or extensions beyond thirty days. 

The agreement calls for each renewal to be considered by at least the first 
three Company and the first three Lloyd’s underwriters, who will, after taking 
all factors into account (including claims experience and the present level of 
rates on the risk under consideration), decide upon the amount of increase 
required, which in no case will be less than 10%. 

The increase to be applied to liability risks in excess of the primary limits is 
left to the leader. 

To ensure support for the leaders it was agreed that a signed “Respect the 
Lead” Agreement be drawn up and the signing by the parties to this London 
market understanding is now in course of completion. 

It was also decided to appoint a Sub-Committee to explore the possibilities of 
introducing a Joint Air Agreement to apply to both Hulls and Liabilities, and 
it is hoped that progress in this direction will be made during the next few 
months. Members will be kept advised of developments. 

P, LANGMEAD, 
General Secretary. 


Makc8 18, 1958, 
Mr. W. DE VLAMING, 
President, International Union of Aviation Insurers, in care of Messrs. 
0. W. J. Schlencker, Amsterdam, Holland. 


Dear Witty: In one mail last week I received your letter of March 10th 
regarding the new “Respect the Lead” Agreement which, I understand, has been 
subscribed to by all Lloyd’s and Company Aviation Underwriters at London, to- 
gether with a letter from Mr. Langmead of the same date with another copy of 
the Agreement. I am attempting in this reply to you, with copies to Messrs. 
Jennens and Langmead, to make my thoughts known, for what they are worth, 
to all three of you. 
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It would seem to me to matter little whether the Joint Sub-Committee of the 
London Aviation Underwriters (Messrs. Crowe, Hill, Claire, and Sanders) send 
copies of the new Agreement to each individual Member of our Union or whether 
the same Sub-Committee, perhaps for their own convenience, authorize the 
General Secretary of the Union to send copies to all our Members. I think it 
quite important that either method be entirely authorized by the Joint Sub- 
Committee representing all subscribers and that a clear understanding that the 
Union will not be asked to bring pressure upon its Members to sign the Agree- 
ment or adhere to it in principle. I have a feeling that most, if not all, Union 
Members will welcome the Agreement as a step in the right direction and be 
quite willing to support the principles of the Agreement. I feel strongly how- 
ever, that the Union must maintain the position that it is in no sense a rate 
making organization and, further, that it has no power to bind the individual 
members to agreements concerning underwriting terms, conditions, and rates. 
We are all anxious to have the Lloyd’s Aviation Underwriters Association be- 
come full Members of the Union and I fear that any steps taken by the Union 
toward having its Members formally adopt or ratify this agreement would push 
Lloyd’s Underwriters further away from us. 

The adoption of this agreement only confirms what I have been observing 
over the past several years namely, that while each and every Lloyd’s Under- 
writer would stoutly proclaim his complete independence in rating, etc., it would 
only be a matter of time until they would collectively find themselves working 
together for the common good. It seems evident to me, from the very brief 
scope of the final language, that the Agreement was rushed into, following 
many years of discussion, at a psychological time when they had all the dis- 
senters in a right frame of mind. I rather imagine that the Committee on Inter- 
pretations will find themselves very busy deciding questions not covered by the 
very brief terms of the signed Agreement. Our own unique position under our 
various Anti-Trust Laws is, I am sure, well known by all Members of the Union 
and by most, if not all, Aviation Underwriters at London. In view of such laws, 
we cannot agree that we will follow the intent of the agreement. Whether we 
will, in fact follow it, is another matter. Certainly, I think there is little likeli- 
hood of our cutting the London lead’s rate under ordinary circumstances and we 
certainly look upon the Agreement as one step that should improve underwiting 
results in what has been a wildcat market at London. The first thing that is not 
clear to me in reading the terms of the Agreement is whether an underwriter, 
having secured renewal terms and conditions from the leader, would be free to 


quote more restrictive terms and conditions at higher rates, without finding him- 
self in violation of the Agreement. 


Sincerely yours, 
[Albert J. Smith]. 


INTERNATIONAL UNION OF AVIATION INSURERS, 


London, April 9, 1958. 
Ref: 1200. 


A. J. SMirTH, Esq., 
United States Aviation Underwriters Inc., New York, N.Y. 


“RESPECT THE LEAD’ AGREEMENT 


Dear At: You will have heard from the President of our recent meeting in 
London with regard to the new “Respect the Lead” Agreement. I have delayed 
writing to you on the subject pending further moves by Clair and Crowe, and 
I had hoped to talk to Woody personally on the subject. 

In attendance at the meeting were the President, Jennens, Crowe, Clair and 
myself, and it was accepted that the Union as such should not draw up a 
“Respect the Lead” Agreement for adherence by individual members. It would, 
however, be open for the Union to encourage individual members to subscribe to 
such an agreement individually. The first point requiring consideration obvi- 
ously was whether or not the London market, who had expressed the hope that 
members of the I. U. A. I. would support them, would be prepared to extend 
the enter to include adherence by Union members outside the London 
market. 

Various technical implications arising from a multilateral agreement were 
touched upon, such as methods of discussion among leading underwriters and 
representation from abroad on a “Disputes Committee”. Ultimately, it was left 
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to Crowe and Clair to raise the matter with their respective Associations with 
a view to formulating some kind of plan. 

In principle, although it may not necessarily follow in practice, the present 
agreement on the face of it works one way so far as the London market is con- 
cerned, and members in overseas markets would, in the event of their subscribing 
to an agreement, wish to be assured that they would receive the same support 
from the London market as the latter hopes to receive from overseas. 

I have been in touch with Clair and he tells me that he doubts whether it is 
practicable to go very deeply into the matter with his Association before our 
next Committee Meetings. The subject is on the agenda and we shall then be in 
a position to discuss it further. At the moment, it does seem, so far as the 
London market is concerned, that the agreement is working with beneticial 
results. 

I will keep you advised of further progress, if any. 

Yours sincerely, 
PETER 
[Peter Langmead]. 


INTERNATIONAL UNION OF AVIATION INSURERS, 
London, April 9, 1958. 
Ref: 1200. 
A. J. Sm1TuH, Esq., 
United States Aviation Underwriters, Inc., 
New York, N.Y. 


MEETING OF UNDERWRITERS 


Dear AL: Further to the suggestion that we hold a general meeting of under- 
writers in London with a view to discussing problems arising out of the insurance 
of jet aircraft, I have discussed the matter further with the President and Jen- 
nens, who feel that in the absence of more concrete proposals it would be a waste 
of time to cail a meeting. I had drawn up a tentative agenda, as enclosed, but 
again the President feels that this is too nebulous to warrant taking up time. In 
an earlier letter from yourself you indicated that you were thinking along certain 
lines with a view to placing something before the London market. If you feel 
that your thoughts could be discussed at a meeting of the kind we have in mind, 
then the President feels it would be worth while proceeding. 

I would be most grateful to have your views on the proposed meeting to enable 
us to make up our minds whether or not it would be worth while proceeding 
further in this matter. If the meeting is to be held, it would be most appropriate 
for this to take place on the 21st May, but as this is round about holiday time for 
a lot of underwriters, it would be essential to indicate very soon whether or not 
a meeting is to be held. 

I understand from Jennens that Crowe is, in principle, favourable to the idea of 
a joint meeting, but quite naturally he would wish some tangible agenda before 
committing himself further. 

I have an item on the agenda of our Sub-Committee meetings to discuss the 
objects of a meeting of underwriters, but clearly the outcome of any discussion 
on the subject would be too late to call a meeting during the time you are here. 

Yours sincerely, 
PETER 
(Peter Langmead). 


INTERNATIONAL UNION OF AVIATION INSURERS 
MEETING OF UNDERWRITERS 


(Possible date 21st May, 1958) 


Invitations to: British company members, Lloyd’s, Sweden, France, Germany, 
United States of America. 


Purpose of meeting 
To discuss— 
(1) Features peculiar to the insurance of jet aircraft 
(a) manufacturers’ risks 
(b) airline operations. 
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(2) The necessity for special clauses and policy conditions. 
(3) Principles underlying rating structures. 
(4) Proposals for liaison between markets or joint market discussions. 
This meeting arises out of the suggestion by Mr. Kalderén made at the Annual 
General Meeting in Amsterdam. His view at that time was that underwriters 
should meet to discuss general problems and methods of dealing with them. 
Arising out of the lead given by the U. S. A. I. G., an agreement was reached 
with the London market on the rate for the Boeing 707 in manufacturer’s hands, 
but no advance has been made as to airline rates. Mr. Al Smith has indicated 
that he has a proposal which he might wish to put forward through the I. U. A. T. 
for co-operation in the insurance of jet aircraft, and it may be that this meeting 
would be an appropriate time to discuss the matter. 
Marcu 1958. . 


INTERNATIONAL UNION OF AVIATION INSURERS, 
London, April 9, 1958. 
A. J. Samira, Esq., 
United States Aviation Underwriters, Inc., 
New York, N.Y. 


REINSURANCE INSTITUTE OF BRAZIL 


Dear AL: Many thanks for your letter of the 24th March with regard to the 
above. I have not yet received a call from Mr. Rossner, and it may be that he 
is no longer in London. 

I have looked up the earlier correspondence with the Institute, and find that 
an application was submitted, but turned down in 1947 on the grounds that the 
organisation was a State Institution. Since that time we have, as you know, 
accepted the Yugoslavian State Institution, and it would seem that we are also 
going to have applications from the Czech and Egyptian Government organisa- 
tions. It may be that these circumstances will place a further application from 
the Institute of Brazil in a different light. 

If I do not hear from Mr. Rossner, would it be a good idea for me to write 
to him in Brazil suggesting membership? 

I was very sorry not to have seen Woody while he was over here, but I have 
no doubt that he was very busily engaged. 

Yours sincerely, 
PETER 
[Peter Langmead]. 


May 1, 1958. 
Mr. PETER LANGMEAD, 
General Secretary, International Union of Aviation Insurers, 
London, $, England. 


REINSURANCE INSTITUTE OF BRAZIL 


Dear Peter: I have your letter of April 9th and am rather surprised to learn 
that Mr. Rossner did not call on you while he was in London. I suppose both he 
and Woody found themselves completely engaged during their relatively short 
visit on your side. 

Personally, I see no reason for our taking the initiative in pushing the Institute 
toward membership unless our major objective is additional dues. As I said 
before, if we were right in declining the application a few years ago, nothing 
that I know of has taken place to change that decision unless the Yugoslavian 
application should be considered a precedent. I would be inclined to let the 
entire matter take its course and if the Brazilians file a formal application, we 
can take it in stride at the next Annual General Meeting. 

Sincerely yours, 
[Albert J. Smith]. 





MINUTES OF MEETING or THE USAIG Hutz Apvisory Councr, WHICH CONVENED 
AT THE WALDORF-ASTORIA ON WEDNESDAY, SEPTEMBER 27, 1950 


The purpose of this memorandum is to serve, for the benefit of all concerned. 
as the Minutes, or record, of the above meeting, which was attended by the 
following: 


SF 


—~ wae eC ODS 
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R. H. Bancroft, corporate secretary, St. Paul Fire & Marine Insurance Co. 

Harold I. Bartlett, vice president, Boston Insurance Co. 

Kenneth E. Chapman, vice president, Agricultural Insurance Co. 

J. 8. Gilbertson, vice president, Hartford Fire Insurance Co. 

Joseph G. Hasselbrack, Aetna Insurance Co. 

Kenneth B. Hatch, vice president, Fire Association of Philadelphia. 

A. E. Heacock, president, Pacific Fire Insurance Co. 

Ralph Hover, vice president, Camden Fire Insurance Association. 

Charles P. Jervey, vice president, The Travelers Fire Insurance Co. 

Harold Junker, executive vice president, Crum & Forster (a/e North River, 
U. 8S. Fire, Westchester). 

William Keller, Jr., secretary, Fidelity & Guaranty Insurance Corp. 

Charles H. Latham, Jr., secretary, Phoenix Insurance Co. 

Sidney F. Law, secretary, Springfield Fire & Marine Insurance Co. 

j. J. Perrin, Jr., vice president, Automobile Insurance Co. 

Barry Truscott, president, Camden Fire Insurance Association. 

Henry A. Yates, president, National Union Fire Insurance Co. 

Reed M. Chambers, For the Managers. 

Henry N. Beers, For the Managers. 

Carl V. Fisher, For the Managers. 

Albert J. Smith, For the Managers. 

Molly P. Caster, For the Managers. 

The New Hampshire Fire Insurance Co. and the Providence Washington Insur- 
ance Co. were the only Member companies not represented. 

Mr. Reed M. Chambers presided, and Miss Molly P. Caster served as secretary. 

Mr. Chambers opened the meeting by stating that this was the first to be held 
since the death of Mr. Beebe. He then proposed a silent toast to Mr. Beebe; and 
also to Mr. Addison I. Doling, who had passed away several months ago. 

Richard H. Bancroft, of the St. Paul Fire and Marine Insurance Company, 
and William Keller, Jr., of the Fidelity and Guaranty Insurance Corp., were 
then introduced to the Membership by Mr. Chambers, it being the first meeting 
for both. Henry N. Beers, newly elected Vice President of the USAIG, was also 
introduced. Mr. Chambers explained that due to the absence from the office 
of Richard 8S. Anderson because of illness, Mr. Beers had been obliged to take 
over many of his duties. 


1, UNITED STATES AVIATION UNDERWRITERS, INCORPORATED 


Mr. Chambers stated that, from the beginning of the Group, it was the intent 
ef the Companies that ownership of United States Aviation Underwriters, In- 
corporated, be held in the active management, and that there be no outside owner- 
ship. He believed the Members would be interested in knowing that at the 


present time all outstanding stock is in his name, but plans are being made to 


offer stock to those among the staff of United States Aviation Underwriters, In- 
corporated who had helped build the organization over a period of years, with 
the understanding that anyone acquiring such stock would, on leaving the employ 
of the USAIG, offer it back to the corporation. 

All present concurred in that the plan outlined is a good one. 


2. UNDERWRITING EXPERIENCE 


Copies of the 1950 experience, to August 31, 1950, were circulated among the 
Members. There were no special comments. In reply to a question on the status 
of Canadian business, Mr. Chambers stated that Hull premiums for this year to 
August 31st amounted to $208,000, as against $212,000 for the entire twelve 
months of 1949, and that in Canada the volume has, in a modest way, been 
moving steadily upward. 

3. PREMIUM RESERVES 


Mr. Chambers referred to a recent memorandum that Mr. Smith had sent to 
the Members, which had to do with the trust instrument relative to advances 
made by London Reinsurers against outstanding loss reserves. Mr. Smith made 
the statement that the instrume2nt in question had substantially met with the 
approval of all Members. 
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The following figures were then given: 





Cash advance | Actual reserve 
Aug. 31, 1950 | June 30, 1950 


USAIG: 
(1) Advance against outstanding claims-..-.-.-.-.-......-..----- $463, 585. 54 $464, 594. 67 
°C (2) Advance against uneerned premiums. ---_--- tins ieinmacnhe Pr 1, 329, 955. 47 | 2, 185, 910. 32 
AIG: 
(3) Advance against unearned premiums-.-............-.-.---------- 42, 957. 24 1 46, 463. 02 





1 May 31, 1950. 


Mr. Smith explained that these funds are on a revolving basis, and, also, that, 
for practical purposes, “we are as close as one could reasonably expect to be 
on the basis of 100% reserves in one period”. 


4. HULL AUDIT 


Mr. Chambers stated that the Hull auditors had just completed their audit, 
and the Members would in due course receive a copy of same. The audit this 
year was made by a committee composed of Crum & Forster and the Hartford 
Fire Insurance Company. 

5. WAR RISK INSURANCE 


Mr. Chambers outlined the part insurance had played early in the Korean 
war when the military called upon a number of airlines to furnish equipment in 
the air lift to Tokyo, a large segment of which was insured by the USAIG. He 
stated that the Government, as had been expected, canceled the Hull insurance 
and assumed the entire risk as of September 8th. There were no losses. 

* * * Again, there were no losses. 

Mr. Chambers went on to state that recently a bill was introduced in the Sen- 
ate, at the last session, which would give authority to the Secretary of Commerce 
to write War Risk on aircraft, the same as they do in Marine, and that it was 
the feeling of the aviation underwriters that this was something to be encour- 
aged. It was the consensus of opinion that War Risk should be assumed by the 
Government. 


6. UNITED AIR LINES’ BRYCE CANYON ACCIDENT—SUBROGATION 


Mr. Chambers recalled that at a meeting about two years ago he had informed 
the Members of subrogation proceedings in the above accident. He stated, and 
he wished this to be kept confidential, that United and others have now insti- 
tuted suit against Douglas for loss of use and all expenses arising out of the 
grounding of the DC—6s, and they are using the Group's attorneys, Haight, Dem- 
ing, Gardner, Poor & Havens. * * * In any event, United will pay costs in pro- 
portion to the recovery so it should reduce our costs. 


7. REINSURANCE 
+ * * o ” . * 


After a lengthy round-table discussion on whether the net retention of the 
Member Companies should be increased, and on an optional basis, it was agreed 
by all Members that the retention of the Members be left as at present, unless 
and until the Managers require additional capacity, for which there appears to 
be no immediate need. 

During the course of the discussion it was brought out that the Excess Rein- 
surance Association has a small line in the Fire and Windstorm Excess Catas- 
trophic Cover. Mr. Chambers stated that the Swiss Reinsurance Company has 
also indicated a desire to participate. This participation, he explained, would 
be nominal. No one present voiced any objections to the Swiss Reinsurance 
Company as a reinsurer. 
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8. INSURANCE OF SPARE PARTS 


Mr. Smith stated that from time to time the Group has had requests for in- 
surance on spare parts, i. e., engines, radios, propellers, etc., on the ground, and 
that * * * is covered for a maximum of $2,000,000, at any one location, and he 
believed there were only two locations where this figure is reached. This spare 
parts coverage is on a world-wide basis. Mr. Smith further stated that the 
Group had recently had an inquiry for $1,000,000 on one location from another 
airline. 

Mr. Smith explained that this is straight Quota Share business—the Fire, 
Windstorm and Excess Covers do not provide for spare parts, and the rate on 
additional excess to cover one or two risks would be prohibitive. Mr. Smith 
wondered, in covering spare parts in addition to the hulls of a given airline, how 
far the Group should go, and whether, properly, this was business that consti- 
tuted aviation insurance and belonged in the Group. He stated that at present 
the Group has a maximum retention of $500,000. on the * * * risk, which would 
give the Group Members collectively $200,000. in addition to their normal reten- 
tion on hulls alone of $420,000. 

The question of whether the insuring of spare parts on the ground is aviation 
insurance and belongs in the Group was gone into at considerable length. No 
serious Objections were voiced and the Managers understand they may continue 
to provide spare parts insurance in reasonable limits provided no conflict with 
State Rating Laws is involved. 

(NoteE.—The Managers are examining all spare parts coverages to be sure 
that they are not in conflict with State laws.) 

At this point the meeting adjourned. 

Respectfully submitted. 

Mo.iy P. CASTER, 
Secretary of the Meeting. 


REPORT ON RECENT DEVELOPMENTS IN AVIATION INSURANCE IN THE UNITED STATES 


(Delivered by Mr. Albert J. Smith of the USAIG at the Amsterdam Conference 
of the IUAI, October 11, 1951) 


Mr. PRESIDENT AND GENTLEMEN: I must start with an apology over the USAIG 
not having met the request of the Central Office that each Member submit a 
written report with copies to all Members in advance of this meeting. Since 
leaving New York I have endeavored to put together some brief comment on 
matters I discussed with my associates before leaving, which we thought would 
be of interest to you. Since we, unlike certain others, do not compete actively 
over business we know little or nothing about, to the detriment of all concerned, 
we feel a report on our part must be limited to certain broad phases of the 
business which are of common interest. 

In transport operations, load factors have been steadily on the increase during 
the past year. Much of this increase is accounted for by the movement of mili- 
tary personnel on leave and their parents and relatives visiting them at bases. 
I believe I am correct in saying all our domestic airlines showed an operating 
profit during the second quarter of 1951, for the first time in five years. A 
sudden ending of the war in Korea, followed by a peaceful adjustment of rela- 
tions with the Soviet, would alter this picture considerably. From all we have 
seen and heard, the legitimate aviation underwriters have also returned to 
the use of black instead of red ink, since the disastrous experiences of the 
immediate post-war period. We, of the USAIG, either through good luck or 
good management, or a combination of both, have fared well during the past 
three years. At about the time I was preparing for this journey, we learned 
of the forthcoming elections in England and concurrently we surmised that the 
victory celebrations had already commenced. In less time than it takes to get 
over a good hangover, the legitimate American aviation insurance market lost 
three major accounts, at rates which varied from about 66% percent of the 
earrier’s quotation to 50 percent of the expiring rates. This involved a scheme 
of writing the coverage in layers of liability, with a material reduction in premium 
for the underlying liability on the theory that you can only pay one total loss on 
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one aircraft and destruction of all insured aircraft in a single catastrophe just 
can’t happen. The explanation is merely a thinly disguised excuse for cutting 
rates. It totally ignores the fact that a series of losses involving only one 
aircraft in each may be just as expensive to underwriters as one catastrophe 
involving two or a dozen, and, if you have any conception of how quickly a 
tornado may develop in certain parts of our country, which are a much larger 
part than is generally recognized, you will realize that a catastrophe involving 
twelve or fifteen millions of dollars before flyaway is possible, should not be 
regarded as remote possibility. This overall plan suggests that insurance is 
like merchandising, and the more you sell the cheaper the unit price becomes; 
like the weird conception of the fellow who sold real estate at less than cost 
because he was thus able to do a large volume. Well, we wish them luck. We 
regret that material support to such ventures comes from some of our own treaty 
reinsurers, who, if they could resist the pressure of brokers, would participate 
in the same business at higher net rates. 

Getting away from the airline business, we look for an increase in the so-called 
Industrial Aid risks under the prospective tax situation. As taxes increase, the 
little fellow becomes less and less interested in maintaining a private plane, but 
the corporate owner uses tax dollars to do the same. In this class we have also 
seen an unwise approach by competition. Certain competitors have, in this class, 
removed the usual restrictions against violation of government regulations. 
They have gone a step further and advertised by mail that they will welcome 
business under a policy which encourages such violations. This we consider as 
basically and morally unsound. It is one thing to pay a claim under certain 
conditions of violations and another to promise in advance that violations will be 
ignored. 

We have been involved during the past several years in extensive litigation 
over the question of the liability of manufacturers for improper design. In other 
words, I am talking about Products Liability. I hear the expression from time 
to time that it will take the entire world market to cover the transport hulls of 
the future. If this is so, it seems to me a full cover for Products Liability 
requires the entire world market at the present time, contemplating that under 
proper circumstances the loss may involve not only the hulls but liability for 
passengers and external damage as well. Certain underwriters have learned 
that Products Liability as related to the manufacture of aircraft is not to be 
compared with the manufacture of canned soup. Recent developments at home 
have brought into sharp focus the interest of manufacturers of aircraft in their 
position. We have felt for a long time that in bringing out a new mode! aircraft, 
manufacturers should add to the price of each unit a charge for Products Liabil- 
ity insurance. Under a full program of protection to manufacturers, this would 
involve sister-ship liability, to cover losses from the grounding of all like models, 
once government has clamped down and grounded aircraft pending correction of 
discovered basic errors of design. Such a program, if adopted, could entail many 
millions of dollars of loss under “loss of use” coverage as the result of a single 
mistake and would require a great deal of thought in rating, with due regard to 
the effect on the purchase price of the aircraft. All of this suggests caution in 
underwriting the class. I have talked with reinsurers at home who had, over a 
period of years, profitable but small accounts covering the manufacturers of nuts 
and bolts which went into such things as lawn mowers and sewing machines, who 
have suddenly found themselves involved in litigation as the result of alleged 
failure of their product in an aircraft, and this becomes an expensive party 
whether you win or lose. 

One more thought and then I am through. We have watched the growing 
tendency toward trick coverage arrangements devised by brokers who lie awake 
at night thinking how next to fool underwriters. You all know that brokers are 
to some extent like women; you can’t get along with or without them. Here we 
are in the insurance business, a business in which statistics based on past per- 
formance are generally in use as a guide to what will probably happen in the 
future. We, unfortunately, in our relative infancy, have a minimum of statistics 
to rely upon. At the same time we are involved in a branch of insurance in 
which conditions are constantly changing—so much so that what happened more 
than a few years ago is of little value today. As one trained in figures and 
statistics I would be a fool to think that rate-making in our business must come 
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entirely from the figures of the past. In other words, I concede that the judg- 
ment factor must outweigh cold statistics on past performance in setting a rate. 
I use the term “judgment” as distinct from mere wishful thinking. At the same 
time I think the bigger fool is he who would totally disregard the available 
statistics. When you, as underwriters, permit yourselves to be led into plans, 
which, by their nature force you totally to ignore details of contemplated expo- 
sure and available statistics, you are, in effect surrendering your prerogatives to 
the brokers, with some sort of vague hope that all will come out well in the end. 
We simply must not do it. 

In concluding, I feel that what I have said may sound to some as the product of 
a pessimistic and warped mind. I am rather pessimistic in contemplating recent 
developments in the transport risks on our side. The layer plan mentioned 
earlier has been used, since my arrival in London, as a springboard, and already 
the president of every one of our domestic airlines has received a letter offering 
to assist in reducing his insurance costs and advising by name the accounts that 
have just taken advantage of the savings offered through this new plan, which I 
regard as a crapshooters’ paradise. 

Whatever the result of all this, we intend to stay in business and make a profit 
for all concerned, without sacrificing basic principles, even though our volume 
may suffer temporarily. We have no fear of intelligent competition but rather 
respect it; we have no illusions concerning our collective organization and past 
record. We have no corner on brains; but we recognize and abhor stupid 
competition when we encounter it because of the demoralizing effects it produces 
in the business of which we area part. I thank you. 

ALBERT J. SMITH. 


UNITED STATES AIRCRAFT INSURANCE GROUP, HULL SECTION 
Division of quota share premiums under 1951 and 1952 reinsurance programs 


Estimated premium income, new and renewal risks for year 1952: 














nh eeCRS WrGnn AICWRRR oc) i a at eee $2, 500, 000 
nS AIP RN AMIN ha sce eeinnomencige tlnipeemserassieneensnsaensacs lel 3, 000, 000 
Panes ROMRIRMMNO TIMDGs Wp cote ee 1, 500, 000 
OE iii didi ta Rc ici het ick nis neces tian jomiiientoenem inks 7, 000, 000 
Division Division 
Percent | under former| Percent | under new 
reinsurance reinsurance 
Pan American Airways ($2,500,000): 
London quota share___-_-_- yk dee eee tee 72 $1, 800, 000 57 $1, 425, 000 
itd hoe i eei idl ntenaa scheint dc eiatoantalinioniee Bhatia 1 25, 000 1.2 30, 000 
Eo cn a emmamed en nanninnadeudniee&eemmameeel 3 75, 000 
Members’ retention__-_------- stared Shoe a ideneeiiniete 27 675, 000 338.8 970, 000 
Other airline accounts ($3,000,000): 
London quota share.-........ Seca dibnbah cain tabion 60 1, 800,000 50 1, 500, 000 
Imperial salted hanes algae oie hates wal eaten ne 1.43 42, 1.2 36, 000 
Swiss Reinsurance Ws es. ws lecc Sedu e ct cee er ee, 50k enter? | 3 90, 000 
Member's retention..........-....-...--2..2.0. 5 38. 57 1, 157, 100 45.8 | 1, 374, 000 
Miscellaneous nonairline risks ($1,500 0,000): 
London quota share_. t Siineres hdiiisiensiatheiaanion 60 900, 000 30 450,000 
DES en saber od coke aca ce ecu cameeeuanoeduas 1.43 21, 450 3 18, 000 
mena nian OG oe nce wo 5 arin Sh hk Bate a pe 3 45, 000 
Members’ retention _.___..__...-.------------------ 38. 57 578,550 | 65.8 987, 000 
Mo fo who bad ccm qbadensbnattee soccer acntencw tate Daeaae 7, 000, 000 |__.._- 7, 000, 000 
IE CO. stl coun eidaneee mae aaeie 64. 29° 4,500,000. 2) 3, 375, 000 
ET en . cct awantasmedunenehaaheeeeutae Sec eanpeie 1. 28 89, 350 1. 20 84, 000 
Sn minateteieed MO Jo 863. ee A ae ae 3.00 210, 000 
NE MOONE c. oda wceedediaetduvanpwenddbeans 34.43 | 2, 410, 650 4M. 59 3, 331, 000 
ME, on  chimiecoesankw dane suseudtsaaueel hauaeipeniees fas 7,000, 000 bedinpek 7, 000, 000 
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Illustration of distribution of a hypothetical fire and wind catastrophe logs 
comparison between 1951 and 1952 reinsurance programs 


Description of hypothetical loss: 


2 Pan American Stratocruisers 
Other airline accounts 








Division | | Division 
| Percent | underformer| Percent | under new 
| reinsurance | reinsurance 


| 


Pan American Airways: 
London quota share : PTs ea 5 ‘ $2, 160, 000 
Imperial _ - aos puke 30. 000 
Swiss Reinsurance Co_.___.--....-- . ways! Apab a 
Members’ retent‘on.-......--_- Scawenueie 810, 000 


3, 000, 000 


Other airline accounts: 
London quota share : La 5 600, 000 
Imperial . 43 | 14, 300 
TEE SOU CII noun enompnapee s 
Members’ retention _---....-....-... hil tes ie 38. : 385, 700 | 


Gk drwada etancogeh eens Siti , 000, 000 


Miscellaneous nonairline risks: 
London quota share. ...1....-.....5.222...-.-.- i 5 | 600, 000 | 
Imperial iam ceepinainbie te Ruiae 4 14, 300 
Swiss Reinsurance Co ce a tesa Se ; 

Members’ retention - - - - ; tie 4 38. 57 | 385, 700 
, 000, 000 , 000, 000 


London quota share- 57. 20 | , 360, 000 2, 510, 000 
Imperial P snahineateineeii 58, 600 a 60, 000 
Swiss Reinsurance Co-__- pion bane acetate ‘ ome q 150, 000 
Mei: bers’ retention pees width ‘ 31. 63 | 1, 581, 400 é | 2, 280, 000 





Total loss , 000, 000 | 5, 000, 000 


tion a ae ‘ 1, 640, 000 | 2, 490, 000 
Excess reinsurance_---..----- ions Saeed 2 1, 249, 000 | , 845, 000 


Combined gross Imperial, Swiss, and members’ reten- | 


Combined net Imperiai, Swiss, and members’ 


retention ‘ f 400, 000 45, 000 


| 
| 


Memorandum re (1) minutes of meeting of Hull Advisory Council held on 
Wednesday, November 28, 1951; (2) reinsurance and participations for 
1952. 

The purpose of this memorandum is twofold: 

1. To serve as the minutes of the meeting of the Hull Advisory Council, 
which was held on Wednesday, November 28, 1951, at the Waldorf-Astoria 
Hotel in New York. 

2. To report to the members final participations and reinsurance for 1952 as 
arranged by the managers following the said meeting. 
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THE INSURANCE INDUSTRY 


1. MINUTES OF THE MEETING 


The meeting was attended by the following: 
Clinton L. Allen, president, Aetna Insurance Co. 

J. Stewart Gilbertson, vice president, Hartford Fire Insurance Co. 

Henry Van Gils, Automobile Insurance Co. 

Charles A. Hancock, secretary, Fidelity & Guaranty Insurance Corp. 

J. G. Hasselbrack, vice president, Aetna Insurance Co. 

Kenneth B. Hatch, vice president, Fire Association of Philadelphia. 

A. E. Heacock, president, Pacific Fire Insurance Co. 

Ralph Hover, vice president, Camden Fire Insurance Association. 

Harold Junker, president, Crum & Forster. 

Charles P. Jervey, vice president, the Travelers Fire Insurance Co. 

Charles H. Latham, Jr., secretary, Phoenix Insurance Co. 

Harold C. McAllister, vice president, New Hampshire Fire Insurance Co. 

Robert F. Miller, vice president, National Union Fire Insurance Co. 

George G. Quirk, vice president, Aetna Insurance Co. 

R. Stockton Rush, vice president, Providence Washington Insurance Co. 

Barry Truscott, president, Camden Fire Insurance Association. 

Robert Wareing, secretary, the Travelers Fire Insurance Co. 

Reed M. Chambers, for the managers. 

Richard 8. Anderson, for the managers. 

Henry N. Beers, for the managers. 

Carl V. Fisher, for the managers. 

Albert J. Smith, for the managers. 

Molly P. Caster, for the managers. 

There were four companies not represented at the meeting; namely, the 
Agricultural Insurance Co., Boston Insurance Co., St. Paul Fire & Marine 
Insurance Co., and Springfield Fire & Marine Insurance Co. Mr. Reed M. 
Chambers presided, and Miss Molly P. Caster served as secretary of the 
meeting. 

Mr. Chambers opened the meeting by welcoming Henry Van Gils, Charles A. 
Hancock, Robert F. Miller, and George Quirk to their first meeting of the- 
Advisory Council. 

Mr. Chambers then explained that the principal reason for calling the mem- 
bers together was to acquaint them with recent competitive developments which 
had taken place since the members had individually expressed their desires and 
thoughts with respect to inereasing their participations for the coming year. 
He stated the managers felt it was only fair to inform the members of such 
developments, which might conceivably affect the premium volume for 1952, be- 
fore finalizing the participations of the members for the new year. He then 
ealled upon Mr. Albert J. Smith, who had just recently returned from abroad, 
to outline what had taken place in the London market at about the time of his 
arrival there. Mr. Smith, together with Mr. George W. Orr, director of the 
central claims office, and Mr. Woodrow J. Van Hoven of the staff, who prin- 
cipally underwrites foreign reinsurance assumed, had attended the annual meet- 
ings of the International Union of Aviation Insurers, as delegates of the USAIG, 
in Amsterdam, during the early part of October, following which Mr. Smith 
returned to London for preliminary discussions in relation to changes to be made 
in the reinsurance program for 1952. 

(Note.—There is attached hereto a copy of Mr. Smith’s address to the 
Amsterdam gathering which deals, in part, with the recent competitive develop- 
ments referred to, for those of you who may have time to read it.) 

Mr. Smith explained that at the time he arrived in London, the market there 
was considerably disturbed over the fact that three large United States domes- 
tic airline accounts had been lost by Associated Aviation Underwriters and the 
USAIG, to competition on the part of certain elements in the London market, 
direct and through Aero Associates, Inc., which the managers regard as essen- 
tially a front for substantially the same elements in the London market. 
The USAIG lost the entire United Air Lines’ hull account, which the group had 
carried since the organization of United Air Lines about 1933, together with the 
entire hull and liability account of Capital Airlines, which had also been con- 
tinuously insured with the USAIG since its organization. Associated Aviation 
Underwriters lost the entire Delta Airlines’ account. Mr. Smith explained that 
the business had been acquired by the competition at materially lower rates and 
under forms which the managers considered generally unwise. He stated’ fur- 
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ther that a continuance of this type of competition might well cause a repeti- 
tion of the disastrous: experience of aviation underwriters generally shortly 
after the end of World War II, when London particularly suffered the loss of 
millions in aviation insurance through pronounced ratecutting activities. He 
stated, however, that the more responsible people with whom he talked in 
London did not feel that the recent competitive activities necessarily forecast 
a repetition of the chaotic conditions of 1946 and 1947. Mr. Smith reiterated 
Mr. Chambers’ statement that the managers felt it their responsibility to bring 
the members up to date on this situation, particularly in view of proposal ad- 
vanced in Hull Memorandum No. 158, dated August 27, 1951, to increase ma- 
terially the net retention of the group members collectively. Following Mr. 
Smith’s talk, there was a general discussion of the topic of his remarks. 


MEMBER HULL COMPANIES’ PARTICIPATIONS FOR 1952 


After the discussion on the general competitive situation, Mr. Chambers 
stated that the managers were giving member companies an opportunity, in 
view of the competitive situation described earlier in the meeting, to be more 
conservative with respect to their participations as proposed in Hull Memoran- 
dum No. 158. Based on replies received to this memorandum, the members had 
indicated a willingness, or desire, to increase the net retention any one air- 
eraft to $559,218. The managers had been working toward a goal of $600,000. as 
the total domestic retention, including the participation of the Imperial Guaran- 
tee & Accident Insurance Co., our Canadian reinsurer. The managers were 
then authorized by the members present at the meeting to increase proportion- 
ately the participations of all members to bring this about and concurrently 
round off figures for convenience. 

Members who were not present at the meeting were contacted thereafter and 
agreed to go along with the proportionate increases agreed to at the meeting. 
The Imperial Guarantee & Accident has agreed to increase its participation 
from $15,000 to $18,000 on aircraft. The managers have accordingly set the 
retention of the member companies at $582,000 and the basic participations in 
new and renewal business to attach on or after January 1, 1952, will be as 
follows: 





Percent} Amount | Total 














Providence Washington panes es eee 2.5 | $14,550 | $14, 550 
Agricultural, Camden, U. 8. F. & G., New Hampshire, Pacific (5 companies 
at 3.9 percent each). ..-..-...------.----------------------------------~----- 19.5 22, 698 | 113, 490 
Fire Association, National Union, Springfield, Travelers, Automobile (5 
companies at 6 ‘percent each) _. 30.0 34,920 | 174, 600 
Aetna, Boston, Crum & Forster, ‘Hartford, - Phoenix, ‘St. Paul (6 interests at 
8 percent each) cemec ese enewesen cess coors ec en nes e-saesepsenenscensesssacecens 48.0 46, 560 | 279, 360 
ORs ate SG eh a. 100.0 |.......... 582, 000 


HULL PARTICIPATION FOR U. 8S. FIDELITY & GUARANTY CO. 


Mr. Chambers stated that, as outlined in HM No. 158, the Fidelity & Guaranty 
Insurance Corp. was being merged into the U. S. Fidelity & Guaranty Co. as of 
January 1, 1952, and the latter company was desirous of acquiring the participa- 
tion of the Fidelity & Guaranty Insurance Corp. in the Hull section of the Group. 
On motion duly made, seconded, and unanimously carried, the U. S. Fidelity & 
Guaranty Company was elected a direct writing member of the Hull section. 


SWISS REINSURANCE COMPANY OF ZURICH, SWITZERLAND 


At this point Mr. Chambers stated that it was the wish of the Managers to 
remove the Eagle Star Insurance Co., Ltd., a member of Aero Associates, Inc., 
from all reinsurance treaties of the USAIG as of January 1, 1952, and offer 
instead a small reinsurance participation in the USAIG to the Swiss Reinsurance 
Company of Zurich. The motion was made, seconded, and unanimously carried 
that the Swiss Re be offered a reinsurance participation and the Eagle Star be 
removed from all reinsurance treaties of the USAIG. 
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CASUALTY REINSURANCE PARTICIPATION FOR FIRE MEMBERS 


Mr. Chambers stated that certain Hull Members had been interested in acquir- 
ing a participation in the Casualty section of the USAIG, and that this matter 
had been put before the meeting of the Casualty Advisory Council held on the 
preceding day. At the Casualty meeting it was agreed that interested Fire 
Members be offered a casualty participation, by way of reinsurance, and on a 
Quota Share basis. 

BRANCH OFFICE CREDIT PLAN 


The discontinuation of the Branch Office Credit Plan was brought up by Mr. 
Chambers which he stated had already been terminated in the Casualty section 
as of July 1, 1951. The motion was made, seconded, and unanimously carried 
that the Branch Office Credit Plan be discontinued in the Hull section as of 
July 1, 1951. 

PUBLIC LAW 47—WAR RISK 


Mr. Fisher explained that under the provisions of Public Law 47 (which 
authorizes insurance companies to act as underwriting agents in respect to the 
handling of War Risk coverage on aircraft), it would be necessary for the 
Member Companies to grant the Managers specific authority to act as agents of 
the Member Companies. He then went on to explain that the Managers’ contract 
with the Member Companies permits only the binding and writing of insurance 
on behalf of the Member Companies as insurers. Mr. Fisher proposed a resolu- 
tion, the substance of which it was moved be adopted. The motion was seconded 
and unanimously approved. Following is the formal resolution as drafted by 
the Managers’ attorneys: 

“Resolved, That the Aviation Managers (United States Aviation Underwriters, 
Inc.) be and they hereby are authorized, empowered and appointed to act in 
behalf of the Members of the United States Aircraft Insurance Group in respect 
to the handling of War Risk coverage as provided under Public Law No. 47, 
82nd Congress, Ist session, and any amendments or supplements thereto, and to 
exercise whatever powers or authority may be conferred upon the Members of 
the United States Aircraft Insurance Group either pursuant to said statute and 
any amendments or supplements thereto or by virtue of any agreement made in 
accordance therewith between the United States of America and the Members 
of the United States Aircraft Insurance Group.” 

There being no further business, the meeting adjourned. 

Respectfully submitted. 

Motry P. CASTER, 
Secretary of the Meeting. 
Attachment. 
2. REINSURANCE 


You will be interested in a brief summary of the changes we have made in 
our London reinsurance, effective January 1, 1952. The long range program, 
as mentioned before, is to equip the Group with facilities to absorb the high 
individual hull values we anticipate we will be faced with in perhaps three or 
four years’ time. This is more of a problem on the hull side than on the cas- 
ualty side because individual hulls of whatever value cannot sensibly be re- 
insured in part through excess of loss covers, due to the fact that any aircraft, 
large or small, is always a potential total loss. The Boeing Stratocruisers, val- 
ued at $1,500,000, represent the highest individual values we are presently 
confronted with. The Hull Members’ retention on such aircraft has been 27 
percent, which is $405,000. Under the new arrangements the Members’ retention 
will be 38.8 percent, or $582,000. 

Having in mind the situation of London Underwriters who, for the most part, 
support the “jumbo” risks on both sides, Hull and Casualty, we have endeavored 
to provide them with participations as closely alike as convenient in the jumbo 
risks, hull and casualty. We have set to one side for special treatment, all 
airline risks, and arranged a 50-percent Quota Share participation for London 
in all airline hulls valued up to $1,200,000. On the Casualty side, London 
Underwriters will participate to the extent of 59 percent in all airline risks. 
In addition, on the Hull side, in the sense of an added surplus arrangement, 
London will take 57 percent of the total hull if the insured value exceeds 
$1,200,000. We have materially decreased London’s interest in the nonairline 
risks, which are usually aircraft of comparatively low values, from 60 to 30 
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percent. There is attached an exhibit which shows the division of the Quota 
Share premiums under the new reinsurance arrangements by comparison with 
former arrangements. From this it may be observed that the Members’ Reten- 
tion should increase from 34.43 to 47.59 percent. The interest of London Quota 
Share Reinsurers, on the other hand, should reduce from 64.29 to 48.21 percent. 

Our Fire and Windstorm Excess Covers required alteration in the entire 
process. We have raised the deductible, or starting point, of our excess covers 
and concurrently increased the total amount of excess reinsurance from 
$2,000,000 to $2,580,000. We asked for and were granted what I consider quite 
satisfactory rate reductions in the process. 


* * * * * * * 


The Excess Reinsurance Association takes 10 percent in the first and second 
covers with the balance in London. The Excess covers will protect all Quota 
Share Reinsurers apart from London Quota Share Reinsurers, who, for the 
most part furnish the excess protection. They will fully protect the interest 
of the Hull Members in the following situations: 


1 catastrophe (2 or more aircraft involved) : 
All aircraft are airline equipment, each unit valued in excess 
of $1,200,000 
All aircraft are airline equipment, no unit valued in excess 


All aireraft are nonairline equipment, usually of comparatively 
low value 


As contemplated and discussed at the Advisory Council meeting on November 
28, 1951, we have revived a special collision excess cover (collision under all 
circumstances involving 2 or more aircraft) with limits of $645,000. in excess 
of a first loss of $645,000. for the same Quota Share interests covered under the 
Fire and Windstorm Excess covers. This protection has been added to the first 
Fire and Windstorm cover mentioned above (at a rate of only 0.10 percent 
applied to the premium income from the airline risks only. The minimum pre- 
mium is set at $1,000) and this added protection will fully limit the Members’ 
interest in a total collision loss of two Boeing Stratocruisers ($3,000,000) to 
their normal interest in only 1 Stratocruiser, as follows: 


Total loss 
Less interest of London quota share, 57 percent 


Balance, 43 percent interest 
Deductible 


Net loss for interests reinsured 


Minor differences appear in the reinsurance applicable to the Canadian busi- 
ness, which I feel do not warrant detailed discussion for purposes of this 
memorandum. 

ALBERT J. SMITH. 
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MINUTES OF MEETING oF Hutt ADvisory Counct, HELD ON DECEMBER 8, 1952, AT 
THE WALDORF-ASTORIA 


The purpose of this memorandum is to serve, for the benefit of all concerned, as 
the Minutes, or record, of the above meeting which was attended by the following: 

Clinton L. Allen, president, Aetna Insurance Group. 

Harold I. Bartlett, vice president, Boston Insurance Co. 

J. Harry Bibby, vice president, U. S. Fidelity & Guaranty Co. 

Kenneth E. Chapman, vice president, Agricultural Insurance Co. 

George W. Coward, vice president, St. Paul Fire & Marine Insurance Co. 

Allan V. Gribbin, secretary, Providence Washington Insurance Co. 

Selden K. Griffen, secretary, Phoenix Insurance Co. 

Kenneth B. Hatch, president, Fire Association of Philadelphia. 

A. B. Heacock, president, Pacific Fire Insurance Co. 

Ralph Hover, vice president, Camden Fire Insurance Association. 

Ronald M. Hubbs, vice president, St. Paul Fire & Marine Insurance Co. 

Harold Junker, president, Crum & Forster. 

Sidney F. Law, secretary, Springfield Fire & Marine Insurance Co. 

Harold C. McAllister, vice president, New Hampshire Fire Insurance Co. 

L. M. Michel, vice president, Fire Association of Philadelphia. 

Robert F. Miller, vice president, National Union Fire Insurance Co. 

John A. North, president, Phoenix Insurance Co. 

George G. Quirk, vice president, Aetna Insurance Group. 

H. D. Van Gils, secretary, Automobile Insurance Co. 

Stockton R. Rush, vice president, Providence Washington Insurance Co. 

Robert Wareing, secretary, The Travelers Fire Insurance Co. 

Reed M. Chambers, for the Managers. 

Henry N. Beers, for the Managers. 

Carl V. Fisher, for the Managers. 

Albert J. Smith, for the Managers. 

Molly P. Caster, for the Managers. 

All Member Companies were represented with the exception of the Hartford 
Fire Insurance Company. Mr. Reed M. Chambers presided and Miss Molly 
P. Caster served as secretary of the meeting. 

Before opening the meeting, Mr. Chambers proposed a silent toast to the late 
Mr. J. S. Gilbertson, former Vice President of the Hartford Fire Insurance 
Company ; and to Mr. Frank Thomas, former President of the Fire Association 
of Philadelphia. 


1. APPLICATION FOR ADMISSION TO THE USAIG BY THE EMPLOYERS’ GROUP 


Mr. Chambers stated that the Managers had received an application from 
the Employers’ Group for admission to Membership in the USAIG as of January 
1, 19538. He went on to say that on several occasions in the past few years, the 
Employers’ Group had made informal inquiries with respect to Membership 
in the Group, but, since it appeared exclusive aviation underwriting powers, 
worldwide, could not be granted to the Managers by the London Company, the 
question of their entering the Group had never been seriously entertained by 
the Managers. 

Mr. Chambers continued by stating that after several discussions with repre- 
sentatives of the Employers’ in connection with their recent application for 
Membership, the Managers had been informed a week prior to the Hull meeting, 
that exclusive world-wide aviation underwriting powers would be granted them. 
This, he said, was subsequently confirmed to him by Lord Knollys of the Em- 
ployers’ Liability Assurance Corp. in London. Mr. Chambers stated that the 
only direct aviation business presently written by the Employers’ in the United 
States, all of which business would be offered to the USAIG should their applica- 
tion be approved by the Members. The acceptance of this business by the 
Managers, however, would naturally be contingent on its desirability. The 
Employers’ Group would, of course, cease writing any aviation business as of 
the date of their entry into the Group, with the exception of the airline trip 
accident insurance through a new vending machine known as the “Teletrip,” 
on which the USAIG is a reinsurer, in part, of the American Employers’. 

Mr. Chambers then outlined what had transpired at the recent Casualty Ad- 
visory Council meeting held on October 30th, at which the subject of the desira- 
bility of the American Employers’ as a Member was discussed. He stated that 
since there had been no formal application for Membership, the subject was 
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discussed from the standpoint of future Membership, say 1954 or 1955, only. 
The consensus of opinion at the Casualty meeting was that the three Employers’ 
companies would make a desirable addition to the USAIG. 

Mr. Chambers stated that the plan agreed upon between the Managers and 
representatives of the Employers’ Group since the meeting of the Casualty Ad- 
visory Council providing it meets with the approval of Advisory Council Mem- 
bers, is to admit the London company to both sections of the group, i. e.,, 
Casualty and Fire; and the Employers’ Fire to the Hull Section, and American 
Employers’ to the Casualty Section. Mr. Chambers stated that a maximum 
participation of $45,000 had been indicated for the Hull Section (as well as the 
Casualty Section), this figure to be split between the two Companies in each 
section. This participation, he stated, would not materially affect that of the 
other Member Companies since it would be taken away from Quota Share 
Reinsurers. 

Mr. Chambers further stated that the admission of the Employers’ Fire and 
the Employers’ Assurance Corp. into the Hull Section would be predicated on 
the election of the American Employers’ and the Employers’ Assurance concur- 
rently into the Casualty Section. He stated that if unanimous approval were 
given by the Hull Members to the two companies mentioned, the Managers would 
approach the Casualty Members for formal action with respect to the American 
Casualty and the Employers’ Liability Assurance Corp. 

After some further discussion, the motion was made, seconded, and unani- 
mously passed that the Employers’ Fire Insurance Company and the Employers’ 
Liability Assurance Corp. be admitted to Membership in the Hull Section as of 
January 1, 1953. 

Nore.—In Hull Memorandum # 174, dated December 17, 1952 the Hull Ad- 
visory Council has already been advised of the unanimous election of the Em- 
ployers’ Liability Assurance Corp., Ltd. and the American Employers’ Insurance 
Company to Membership in the Casualty Section as of January 1, 1953. A fur- 
ther memorandum, HCM #174, dated December 29, 1952, has been dispatched to 
Hull and Casualty Members to the effect that since the aviation business of the 
Employers’ had been written at considerably lower rates than those charged by 
the USAIG the aviation portfolio of the Employers’ would not be reinsured by 
the USAIG, but would be allowed to run off their books. Announcements of the 
Employers’ Group’s Membership in the USAIG will appear in the Journal of 
Commerce and other insurance periodicals on or about January 19th.) 


2. UNDERWRITING EXPERIENCE AS OF NOVEMBER 30, 1952 


Mr. Smith referred to the underwriting experience as of September 30th, which 
had gone forward to Hull Members with HM #173, dated November 19th. He 
stated that the Managers had had prepared for the meeting a broad comparative 
writings experience for the first eleven months of 1951 and 1952. The following 
figures were then given: 





8. LONDON 


In a brief report on the present situation in London, Mr. Smith stated that 
the USAIG is still faced with the competition referred to at the last Hull 
Advisory Council meeting, namely, Stewart Smith of London and their opera- 
tions here through Aero Associates. His overall feeling was they did not seem 
as important a factor as they had appeared to be a year ago. 

Mr. Smith stated that Aero Associates hdd applied for Membership in the 
International Union of Aviation Insurers, but were not elected due to the fact 
that they appear to be largely dominated by brokers. The meeting of the IUAI 
was held in Venice, Italy, in October of this year, and the USAIG was repre 
sented by Vice Presidents Smith and Fisher, and Mr. Van Hoven, Manager of the 
Foreign Department. Mr. Smith commented on the high esteem in which the 
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Group is held in the London market by both Underwriters and brokers, and 
stated further that the competition referred to above had had some difficulty in 
effecting renewal of their reinsurance treaties last Spring. 


8. AGREEMENT BETWEEN THE MEMBER HULL COMPANIES AND THE MANAGERS 


Mr. Chambers stated that one of the Members had inquired with respect to the 
possibility of having the current Agreement, with all its voluminous Amendments, 
consolidated into a less cumbersome one, and that the Managers were in favor 
of this suggestion. The motion was made, seconded, and unanimously passed 
that the Agreement and Amendments be consolidated, without any change in 
substance but merely with the intent to eliminate the present cumbersome 
Amendments. The two Employers’ Companies will be included as Members in 
the rewritten Agreement. 

There being no further business, the meeting adjourned. 

Respectfully submitted. 

MOLLY P. CASTER, 
Secretary of the Meeting. 


Minutes Hutu Apvisory CouNciIL MEETING HELD ON NOVEMBER 10, 1953 WALDORF- 
AstTorIA, NEw YORK 


The purpose of this memorandum is to serve, for the benefit of all concerned, 
as the Minutes, or record, of the above meeting which was attended by: 

R. H. Bancroft, secretary, St. Paul Fire & Marine Insurance Co. 

Frank W. Boyle, vice president, Employers’ Fire Insurance Co. 

Kenneth BE. Chapman, vice president, Agricultural Insurance Co. 

George W. Coward, resident vice president, St. Paul Fire & Marine Insurance 


Frank F. Dorsey, vice president, U. S. Fidelity & Guaranty Co. 
Allan V. Gribbin, secretary, Providence Washington Insurance Co, 
Selden K. Griffen, secretary, Phoenix Insurance Co. 
J.G. Hasselbrack, vice president, Aetna Insurance Co. 
A. BD. Heacock, president, Pacific Fire Insurance Co. 
Ralph Hover, vice president, Camden Fire Insurance Association. 
Harold Junker, president, Crum & Forster. 
Roland H. Lange, vice president and secretary, Hartford Fire Insurance Co. 
Austin V. McKowen, vice president, New Hampshire Fire Insurance Co. 
L. M. Michel, vice president, Fire Association of Philadelphia. 
R. F. Miller, vice president, National Union Fire Insurance Co. 
H. D. Van Gils, secretary, Automobile Insurance Co. 
Robert Wareing, secretary, The Travelers Fire Insurance Co. 
Reed M. Chambers, chairman, for the managers. 
Albert J. Smith, president, for the managers. 
Carl V. Fisher, vice president, for the managers. 
Henry N. Beers, vice president, for the managers. 
Lawrence Wilkinson, vice president, for the managers, 
Charles C. Compton, vice president, for the managers. 
Woodrow J. Van Hoven, vice president, for the managers. 
Richard 8. Brockway, assistant treasurer, for the managers. 
Molly P. Caster, secretary of the meeting. 
Two Member Companies were not represented—the Boston Insurance Company 
and the Springfield Fire & Marine Insurance Company. 
Mr. Chambers extended a welcome to those Company representatives attending 
their first Hull Advisory Council meeting, who were— 
Roland H. Lange, Hartford Fire Insurance Co. 
Austin V. McKowen, New Hampshire Fire Insurance Co. 
Frank W. Boyle, vice president, Employers’ Fire Insurance Co. 
Following this, Mr. Chambers stated that in the belief a personal acquaintance- 
ship on the part of Advisory Council representatives and their associates with 
those officers of the USAIG, who normally did not attend Council meetings, would 
contribute to the happy relationship already existing between the Member Com- 
panies and the Managers, he and Mr. Smith had asked to be present at the 
meeting, several of the newly elected officers of the Group. He then introduced 
Vice Presidents Lawrence Wilkinson, Charles C. Compton, Woodrow J. Van 
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Hoven; and Assistant Treasurer Richard 8. Brockway, giving a brief outline 
of the duties and length of service of each. 

As a matter of interest to the Members, Mr. Chambers stated briefly that 
aviation underwriters had been asked to prepare to write $7,000,000 on a new com- 
mercial Jet prototype, the Boeing 707. The USAIG, he said, was the “lead” 
and it would take the entire world market to cover this risk. This was just a 
sample, he stated, of what could be expected in the aviation industry in about 
five or six years. This ship, if produced in quantity, would cost somewhere 
in the neighborhood of $4,000,000 per copy. 

At this point, Mr. Chambers called on Mr. Smith to act as Chairman of the 
meeting. 


1. PROPOSED NEW AGREEMENT BETWEEN THE MEMBER HULL COMPANIES AND THE 
MANAGERS 


Mr. Smith stated that, as agreed at the Hull Advisory Council meeting held 
on December 3, 1952; the Managers had proceeded with the rewriting of the 
Hull Agreement of February 9, 1934 (and its many amendments) between the 
Member Hull Companies and the Managers, collaborating in the preparation of 
the revised Agreement with the Managers’ attorney, Mr. Donald Havens. He 
explained the delay in furnishing Member Companies with copies of this pro- 
posed new Agreement and stated that, while it had been agreed at the meeting 
in December 1952 to consolidate the Agreement and its amendments without 
any changes in substance, a few changes were inevitably suggested. These 
changes, Mr. Smith stated, would be dealt with in detail in a memorandum to 
the Member Companies accompanying a copy of the revised new Agreement. 


(a) Income and excess profits taxes paid to Canada or other foreign country 

Mr. Smith stated that one of the changes in the Agreement was connected with 
the effect on Income and Excess Profits Taxes in Canada of registered Members 
who may not take credit for unlicensed reinsurance ceded to unregistered Mem- 
bers. Those Member Companies which are not registered in Canada acquire 
their normal participations as reinsurance of the registered Members and are 
charged annually with their pro rata share of premium taxes on the business. 
Mr. Smith went on to say that a situation had once arisen in the Casualty Section 
where a registered company found itself in the position of being liable for inflated 
income and excess profits taxes in-Canada in a year when the same company 
showed no overall taxable income in the United States against which to offset 
the Canadian taxes paid. For the purpose of meeting this situation, the fol- 
lowing wording has been incorporated into the proposed new Hull Agreement (at 
page 10). This language is identical with that included in the Casualty Agree- 
ment which was very carefully worked out with the Legal Committee in the 
Casualty Section and our own attorneys at the time we revised the Casualty 
Agreement. 


iy 


D. INCOME AND EXCESS PROFITS TAXES PAID TO CANADA OR OTHER FOREIGN COUNTRY 


“The net amount of any additional Income on Excess Profits Taxes which any 
Member or Associate Member who is registered to do business in Canada or other 
foreign country may be required to pay on account of business ceded to the non- 
registered Members, less (a) the amount of any reduction in its United States 
or Canadian Income or Excess Profits Taxes resulting from credit for the amount 
of such additional Canadian or other foreign taxes paid, and (b) the amount of 
any reduction in such Canadian or other foreign taxes for any year on account 
of business ceded to non-registered Members and not previously deducted, shall 
be deemed an expense of the business to be shared among all the Members in 
accordance with their respective participations in risks assumed during the year 
for which the additional tax is payable.” 

Following a brief discussion, Mr. Smith inquired if any Members objected in 
principle to the inclusion of the above wording in the proposed new Hull Agree- 
ment, stating that if some Companies wished to submit the wording to their own 
attorneys for improvement in language, the Managers would be glad to collaborate 
with them. No objections to the provision as quoted above were voiced. 


(b) Freight and cargo liability insurance 


Mr. Smith recalled to the Members that as of December 1, 1946, at the request 
of the Managers, Cargo Liability insurance covering the legal liability of air- 
craft operators for loss of or damage to cargo in their control had been excepted 
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from the classes of business written through the Group. Mr. Smith stated that 
the Managers in the intervening period had not changed their thinking in this 
respect and have no desire to write the business at the present time. He out- 
lined, however, the difficult position the Foreign Department of the USAIG was 
placed in when offered reinsurance of a foreign airline usually including Cargo 
Liability insurance as well as other forms of cover. The Group has been 
obliged to decline the Cargo Liability feature of the risk which, in turn, has 
made it necessary for the broker to attempt a separate arrangement for a small 
part of the overall. 

Mr. Smith stated that, providing there was no objection on the part of the 
Members, the Managers wished to include the following provision in the Agree- 
ment among the classes authorized. At the same time he reiterated that the 
Managers have no desire to write Cargo Liability insurance in the domestic 
market in competition with marine companies, and this authorization, if agreed, 
would apply to foreign risks exclusively and would be used only when necessary 
in covering such accounts as a matter of convenience to all concerned. 

“Preight and Cargo Liability Insurance—Insurance covering the legal liability 
of foreign aircraft owners or operators for loss of or damage to merchandise or 
other cargo in their control or custody.” 

Following a discussion on the subject, Mr. Smith inquired if any Members 
objected to the proposed provision being included in the Agreement. No objec- 
tions were voiced. 


2. UNDERWRITING EXPERIENCE AS OF SEPTEMBER 30, 1953 


While the underwriting experience as of September 30, 1953 went forward to 
the Member Companies with a covering memorandum (HM #184, dated Novem- 
ber 13th), Mr. Smith’s remarks at the meeting with respect to this experience 
are quoted below for record purposes: 

“The net loss ratio, incurred to earned, on the domestic business rose from 
38.9 for the first six months of 1953 to 74.3 at September 30th principally as the 
result of one loss in July involving the disappearance in the Pacific Ocean of a 
DC-6 of Transocean Airlines on which the claim including unearned premium 
insurance amounted to $1,275,868. The net acquisition cost to the Members 
after reinsurance appears as 17% on $2,900,059 of net premiums written. 

“The foreign business in the same quarter shows improvement, net loss ratio 
40% at June 30th and 32% at September 30th, with acquisition cost at 27.5 on 
$856,000 of net premiums written. 

“Taking the domestic and foreign business together, the loss ratio at Septem- 
ber 30th appears as 61% and the net acquisition cost 19.5%. Incurred losses 
reported in October were only $99,000. gross, which would improve the picture at 
October 31st. 

“The total writings, domestic and foreign to October 31, 1953 appeared as 
$7,974,262 against $7,502,414 for the same period in 1952, an apparent increase 
of $471,848. * * *” 


8. EXAMINATION OF USAIG BY NEW YORK STATE INSURANCE DEPARTMENT 


Mr. Smith informed the Members that from the end of January until the latter 
part of August, the Managers had been undergoing an examination by New 
York State Insurance Department examiners, and that, during the examination 
the Managers had been billed on a monthly basis for the cost of this examination. 
The total cost had amounted to $13,952.05. The Managers, Mr. Smith stated, 
were of the opinion that this cost would be borne by the Member Hull and 
Casualty Companies and that, if the Hull Companies were in agreement with 
this thinking, the matter would then be brought before the Casualty Advisory 
Council. 

The Members agreed that the cost of this examination was one that should 
properly be borne by the Member Companies of the Group. Following a discus- 
sion of the method to be used in determining the share of each Member Com- 
pany, it was agreed, pending approval by the Casualty Council, that the distribu- 
tion of the cost of this examination should be effected on a basis of total Hull 
writings for the year 1952, and total Casualty writings for the same period, and 
then apportioned among the Members in each section according to their respec- 
tive 1952 participations. 
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4. PARTICIPATIONS AND REINSURANCE FOR 1954 


Mr. Smith at this point apologized for having called a meeting on rather short 
notice, but this was done, he explained, in an attempt to alleviate the usual year- 
end rush in placing the reinsurance requirements of the Managers, and the 
meeting was called as soon after his return from London as practicable. He 
stated that it had been his plan to furnish Member Companies with a schedule 
of proposed participations and reinsurance facilities prior to the meeting, but, due 
to the limited time available and a last minute approach by the Scandinavian 
market for a reinsurance participation, he had been unable to do so. At this 
point, copies of a schedule showing the current and proposed participations of 
Member Companies and Reinsurers in the Group’s Hull business were circulated 
among the Members, and a copy of this schedule is attached and forms a part of 
the Minutes. 

Mr. Smith stated while it appeared that with one or two exceptions, the 
Group’s present capacity of $1,500,000 any one hull would be sufficient for 1954, 
it was the feeling of the Managers that in order to equip the Group for values 
which might be as high as $3,500,000 by 1956, Member Companies and Reinsurers 
should be increased gradually year by year, and he had, while in London, had 
preliminary talks toward increasing automatic facilities any one hull to 
$1,750,000. 

Mr. Smith had been approached, he stated, first at the IUAI meeting recently 
held in Algiers which he attended, by one of the directors of the Skandia of 
Stockholm, and following his return from London, by the Christiania General, 
both of which companies were interested in acquiring reinsurance participations 
in the USAIG. No commitments had been made to either the Skandia or the 
Christiania but the Managers had reserved a 114% participation for each of 
these companies in their proposed participations and reinsurance set-up for 1954. 
If these companies come in as reinsurers on the basis of the proposed participa- 
tions, the Group retention, as proposed, would be 37% on the highest value which 
has been set at $1,800,000, or a retention of $666,000. On the other hand, if they 
do not come in, the retention proposed would be 40% of $1,800,000, or $720,000. 

In working toward this figure of $1,800,000 in automatic facilities any one 
hull for the year 1954, Mr. Smith stated that it had been contemplated that this 
be accomplished without any reduction in the London market’s participation in 
the top valued hulls. He said, “We do not anticipate any difficulty in London 
at this point as long as we do not ask London to increase its share of the top 
values.” In order to provide small participations for the proposed new rein- 
surers and increase that of the Swiss Reinsurance Company (which had ex- 
pressed a desire to increase its participation) Mr. Smith stated that it would be 
necessary to decrease percentage-wise the participations of the Members on the 
top valued hulls, while increasing their dollar exposure. 

Mr. Smith stated that in the next bracket, i. e., airline risks where the value 
of one hull is not in excess of $1,200,000, the Managers proposed to decrease the 
percentage of London from 45% to 40%, and that of the Group Members from 
50.8% to an even 50%. 

On the “Miscellaneous” hulls, apart from airlines, it was proposed that Lon- 
don would remain at 25% and the Group Members would be cut from 70.8% to 
65% in order to provide the proposed new reinsurers with their small shares 
and take care of the desired increase requested by the Swiss Reinsurance Com- 
pany. 

There followed a general discussion during which the consensus of opinion 
was that the Skandia and the Christiania General would make desirable addi- 
tional reinsurers, and a poll was taken with respect to the wishes of the indi- 
vidual Members as to their desired maximum liability any one hull for 1954. 

The participations and maximum liabilities of the individual Members on the 
larger hulls, as finalized for 1954, are as set forth in the schedule which accom- 
panied Mr. A. J. Smith’s Hull Memorandum #185, forwarded to the Member 
Companies under date of November 24, 1953. 

There being no further business, the meeting adjourned. 

Respectfully submitted. 

MOoLiy P. CASTER, 
Secretary of the Meeting. 
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Re: (a) Minutes of Meeting of USAIG Hull Advisory Council Held on Decem- 
ber 8, 1954, at the Waldorf-Astoria, New York. 
(b) Brief Report on Albert J. Smith’s Visit to London. 


(A) Minutes Hutz Apvisory Councit Mreetine, DecemMBer 8, 1954 


The purpose of this memorandum is to serve, for the benefit of all concerned, as 
the minutes, or record, of the above meeting, which was attended by the following: 

Frank W. Boyle, vice president, The Employers’ Fire Insurance Co. 

Kenneth E. Chapman, vice president, Agricultural Insurance Co. 

George W. Coward, resident vice president, St. Paul Fire & Marine Insurance 


0. 

Frank F. Dorsey, vice president, U. 8. Fidelity & Guaranty Co. 

Cyril Hart, vice president, Boston Insurance Co. 

A. E. Heacock, president, Pacific Fire Insurance Co. 

Reese F. Hill, vice president, Crum & Forster. 

Ralph Hover, vice president, Camden Fire Insurance Association. 

A. B. Jackson, president, St. Paul Fire & Marine Insurance Co. 

Harold Junker, chairman, Crum & Forster. 

Sidney F. Law, secretary, Springfield Fire & Marine Insurance Co. 

Harold C. McAllister, vice president, New Hampshire Fire Insurance Co. 

L. M. Michel, vice president, Fire Association of Philadelphia. 

Robert F. Miller, vice president, National Union Fire Insurance Co. 

WD. J. Perrin, Jr., vice president, Automobile Insurance Co. 

George G. Quirk, vice president, Aetna Insurance Co. 

George 8S. Story, assistant secretary, Providence Washington Insurance Co. 

Robert Wareing, second vice president, The Travelers Fire Insurance Co. 

Reed M. Chambers, for the Managers. 

Albert J. Smith, for the Managers. 

Richard 8S. Anderson, for the Managers. 

Carl V. Fisher, for the Managers. 

Henry N. Beers, for the Managers. 

Lawrence Wilkinson, for the Managers. 

Woodrow J. Van Hoven, for the Managers. 

Molly P. Caster, secretary of the meeting. 

The Hartford Fire Insurance Company and The Phoenix Insurance Company 
were not represented. 

Mr. Albert J. Smith president, and Miss Molly P. Caster served as secretary. 
The last previous meeting of the Hull Advisory Council had been held on Novem- 
ber 10, 1953. 

Mr. Smith opened the meeting by introducing to the Members Messrs. Cyril 
Hart, of the Boston Insurance Company; Reece F. Hill, of Crum & Forster and 
George Story, of Providence Washington Insurance Company, on the occasion of 
their first attendance at a USAIG Hull Advisory Council meeting. 

On the death of Donald C. Bowersock, Mr. Smith said: “We are missing today 
our old friend, Don Bowersock, President of the Boston Insurance Company, 
whose untimely death on November 30th was a great shock to all. It was a 
privilege to have been associated with him for a great many years. I personally 
got to know him when he was with the Providence Washington Insurance Com- 
pany at the time that company joined the USAIG in 1940. He will be missed in 
the insurance industry as a whole.” 


1. EXPERIENCE REVIEW AND REPORT ON COMPETITIVE SITUATION 


In commenting briefly on the experience, Mr. Smith stated that there had been 
improvement at November 30th as compared with September 30th, the ratio of 
incurred losses to written premiums before reinsurance appearing at 51% 
in November and 59% at September 30th. On Canadian business for eleven 
months of 1954, the ratio of incurred losses to written premiums was 67% 
on a total volume of $409,391. 

Mr. Smith touched on the overall aviation insurance picture, stating that the 
competition encountered from both London and the market here was without a 
doubt the most severe ever encountered in the history of the Group. He ex- 
plained that rates are going down to the point where the Managers will find it 
necessary from time to time to write what appear to be the better types of risks 
at rates lower than they would wish in order to maintain the position of the 
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USAIG.. This does not mean that the Managers will go completely crazy in the 
process. 


2. REPORT ON NEW YORK INSURANCE DEPARTMENT EXAMINATION 


Mr. Smith referred to the Agenda (Hull Memorandum #199 dated Decem- 
ber 6 1954) in which he outlined the present situation of the Managers’ negotia- 
tions with the New York Insurance Department in connection with its report 
and certain recommendations contained therein. . This portion of the Agenda is 
quoted below : 

“As a result of exceptions we took to certain recommendations embodied in 
the report of March 23, 1954, following the lengthy examination conducted by 
the New York Insurance Department and our request for a formal hearing, the 
Insurance Department has advised us by letter dated November 26, 1954 that 
the hearing has been placed on the docket of the Legal Department. The pre- 
sumption is that it will be some time before the formal hearing will be sched- 
uled. A suggestion has been made by the Insurance Department that we attempt 
to get together in another informal session for further discussions before the 
formal hearing, to which we have acquiesced verbally.” 

During the brief discussion which ensued Mr. Smith stated that at a meeting 
of the Casualty Advisory Council held on June 29, 1954, a committee of two had 
been appointed for the purpose of assisting the Managers should they require 
advice. This committee is composed of Manning W. Heard, of the Hartford 
Accident & Indemnity Company, and Joseph F. Matthai, of the U. 8. Fidelity & 
Guaranty Company. Mr. Smith inquired if the Hull Members wished to augment 
this committee with one appointed from the Hull Section. The consensus was 
that the Managers continue as a present until such time as they require assist- 
ance of the Hull Members. 

3. ADMISSION OF THE 


HOME INSURANCE COMPANY AS A MEMBER 


On motion it was unanimously resolved that The Home Insurance Company 
be admitted to the Group as a Member of the Hull Sections of the United States 
Aircraft Insurance Group and Canadian Aircraft Insurance Group on new and 
renewal business as of January 1, 1955. Both the Hartford Fire Insurance 
Company and The Phoenix Insurance Company had registered their approval of 
The Home in advance of the meeting. 


4. PARTICIPATIONS 





AND REINSURANCE FOR 1955 
(a) New reinsurers 


Mr. Smith, in commending on the interest recently shown by a number of 
domestic reinsurers toward acquiring participations in the USAIG, explained 
briefly that over the years these same companies had consistently declined par- 
ticipating when approached by the Managers. He stated that while the Man- 
agers did not believe it presently necessary from the standpoint of capacity, they 
were favorably disposed to offering these companies small participations, feeling 
that in time such a step would help to lessen the dependence of the Group on 
London and provide a broader base for spreading higher values on the horizon. 
The Companies in question are as follows: 

General Reinsurance Corporation and/or the North Star. 

Reinsurance Corporation of New York. 

American Reinsurance Company and/or American Reserve Insurance 
Company.* 

=mployers Reinsurance Corporation of Kansas City.’ 

Mr. Smith stated that, from the standpoint of reciprocity involved, the Man- 
agers regarded the Munich Reinsurance Company of Munich, Germany, and the 
Alianza Reinsurance Company of Mexico City, from which companies requests 
had also been received for reinsurance participations, as more desirable than the 
domestic reinsurance companies. He stated that any business with the two 
foreign companies would, of course, be a dollar account, transacted on a basis 
of reserves held here at all times, under the control of the Managers to protect 
premiums and losses and afford credit for unlicensed reinsurance. 

Continuing, he stated that while no definite commitments had been made to 


1Subsequent to the meeting the Managers received declinations from the Employers 


Reinsurance Corporation of Kansas City and the American Reinsurance Company and/or 
American Reserve Insurance Company. 
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any of the Companies named above, a tentative 2% Quota Share reinsurance 
participation for each was contemplated. This 2% participation was taken into 
account in a chart showing the present and proposed distribution of premium 
income, copies of which were circulated among the Members just prior to the 
meeting. A copy of this chart is attached hereto and forms a part of the 
Minutes. 

He also stated that the Swiss Reinsurance Company of Zurich, the Skandia 
of Stockholm and the Christiania General of Oslo, Norway, had requested 
increased participations, and a tentative figure of 1014% has been set aside for 
the three companies. 

After a short discussion motion was made and unanimously carried that the 
Managers be instructed to use their own best judgment in arranging reinsurance 
for 1955. 

(bv) Participations 

At this point, Mr. Smith referred to the schedule of percentage participations 
and maximum liabilities any one hull, which schedule went forward to Advisory 
Council Members with the Agenda (Hull Memorandum #199) and an addi- 
tional copy of which is attached hereto and forms a part of the Minutes. He 
stated briefly that the Manager’s negotiations with executives of The Home 
Insurance Company had been very pleasant, and that while a willingness to 
go to a maximum participation in the Hull Section had been expressed by The 
Home, the arrangement contemplated in the schedule was that of a secondary 
percentage. This, he said, rounded out the maximum retention of the Members 
collectively in one hull to $750,000; with automatic facilities of the Group being 
increased from $1,800,000. to $2,000,000. any one hull. 

Mr. Smith stated that while it was not necessary to increase the individual 
retentions of the Members at this time, the advent of jet transports two or 
three years hence at values of, say, $4,000,000, apiece, would change the picture 
materially. He reiterated the importance of bringing in now, for even the 
smallest participations, the new reinsurers discussed above, thereby enlarging 
the base to equip the Group to take these greatly increased values in stride 
when they do come on the market. 

Mr. Wareing stated that in his opinion the Managers had performed an excel- 
lent job in setting up the percentage participations and maximum exposures. 
All present agreed that the proposed set-up was in order. 


(c) Westchester Fire Insurance Company as a Member of CAIG 


Referring to the Agenda (HM #199) in which he explained that the West- 
chester Fire Insurance Company was not a Member of the CAIG, but instead 
earried a 2% Quota Share reinsurance participation of the Hull Members, 
Mr. Smith requested a resolution bringing this company in as a Member of the 
CAIG. 

On motion it was unanimously resolved that the Westchester Fire Insurance 
Company become a Member of the Hull Section of the Canadian Aircraft Insur- 
ance Group (CAIG) effective January 1, 1955. 


5. CLEARANCE OF PREMIUM RESERVE FUNDS OF MEMBERS LEFT ON DEPOSIT WITH 
CEDING COMPANIES 


Mr. Smith referred to the exhibit circulated among the Members just prior 
to the meeting showing Premium Reserve funds withheld as at November 30, 
1954. A copy of this exhibit is attached hereto and forms a part of the Minutes. 
He reminded the Members that back in 1947 a committee had been appointed 
(consisting of two Members from the Hull Section and two from the Casualty 
Section) for the purpose of passing on funds left on deposit with foreign com- 
panies. He stated that due to the rapid growth of the Foreign Department, 
the Managers had found it impracticable before binding each individual risk 
to call on this committee for clearance, and requested approval of the Council 
to continue in the same manner, but reporting back to the Council from time 
to time the position of the Members with respect to such outstanding deposits. 

The motion was made and unanimously approved that the Managers continue 
to use their good judgment in the placing of Company funds on deposit with 
reinsured companies, reporting periodically to the Advisory Council on the 
position of the Member Companies with respect to such Premium Reserve funds. 
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6. PREMIUM ACCOUNTS 


Motion was made and unanimously passed that Mr. Smith explore with the 
Member Company accountants the rendition of quarterly premium accounts 
rather than monthly accounts as at present, in order to save time and effort for 
all concerned. 


7. CROSS-REINSURANCE TO EQUALIZE ANNUAL NET PROFITS IN HULL AND CASUALTY 
SECTIONS 


Mr. Smith explained that this subject had been put on the agenda for an 
exploratory discussion only, and the Managers did not expect to resolve the 
problem at the meeting. After a discussion during which several controversial 
opinions were expressed by some of the Members, Mr. Michel stated in part: 
“We cannot hope to arrive at any conclusions sitting here today. Could you 
extend your agenda item in greater detail on the objective and the several 
possible approaches to it so that each Member, after study, could make a reply 
and you could get the feelings of the Group and possible grounds for agreement, 
compromise, et cetera.” 

There being no further business the meeting adjourned. 

Respectfully submitted, 

MOoLty P. Caster. 


(8) Brier REPorT ON ALBERT J. SMITH’s VISIT TO LONDON 


Mr. Smith has suggested that I include herewith a brief summary report of 
the results of his trip to London. He had only five working days in London 
but feels that he perhaps accomplished more in that time than ever before on 
longer visits. 

Leading Underwriters appeared at first to be quite shocked and displeased 
over the addition of professional reinsurance companies here to our reinsurers. 
In the end, however, they were most cooperative and afforded all the additional 
excess capacity requested and, in effect, gave us automatic binding authority 
in excess of the top limits requested in some classes. No difficulty was en- 
countered in extending our total limits for Products Liability and Loss of Use in 
combination to $10,000,000, which is all the proposed plan of the Aircraft Builders 
Counsel embraces. (Nore.—Aircraft Builders Counsel is the organization spon- 
sored by eighteen aircraft manufacturers to deal with their products liability 
insurance problems.) All in all, as expressed by Mr. Chambers, “We now have 
plenty of groceries on the shelf,” and this should put the USAIG in a preferred 
position in dealing with the competition. 

Also, as a result of the discussion at the meeting (Item 7 of the Minutes) two 
more of the Hull Member Companies took small participations in the Casualty 
Section reinsurance—the Camden Fire Insurance Association and the Springfield 
Fire & Marine Insurance Company. This makes (with The Phoenix Insurance 
Company, St. Paul Fire & Marine Insurance Company, and Crum & Forster 
which have participated similarly for several years) a total of five of the Hull 
Members now reinsuring the Casualty Section. 

A full picture of the participations and reinsurance, as finalized for 1955, will 
go forward at an early date. 

Mo tty P. CASTER. 


MINUTES OF HULL ADvisory CoUNCIL MEETING, NOVEMBER 8, 1956 


The purpose of this memorandum is to serve, for the benefit of all concerned, 
as the minutes, or record, of the above meeting which was attended by the fol- 
lowing: 
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G. S. Atkinson, vice president, Hartford Fire Insurance Co. 

F. John Barclay, vice president, Maryland Casualty Co. 

William M. Bancroft, manager reinsurance department, Providence Washing- 
ton Insurance Co. 

Roy E. Carr, president, Providence Washington Insurance Co. 

Kenneth E. Chapman, vice president, Agricultural Insurance Co. 

F. Harman Chegwidden, vice president, Camden Fire Insurance Association. 

Frank F. Dorsey, executive vice president, U. 8. Fidelity & Guaranty Co. 

John Glendening, vice president, The Home Insurance Co. 

Selden K. Griffen, secretary, Phoenix Insurance Co. 

Cyril 8S. Hart, president, Boston Insurance Co. 

R. G. Horr, president, Agricultural Insurance Co. 

©. R. Keep, vice president, Pacific Fire Insurance Co. 

Harold B. Kiefer, vice president, Aetna Insurance Co. 

Sidney F. Law, vice president, Springfield Fire & Marine Insurance Co. 

Elmer J. MacLeod, vice president, New Amsterdam Casualty Co., United 
States Casualty Co. 

William MacLean, president, National Union Fire Insurance Co. 

Harold C. McAllister, vice president, New Hampshire Fire Insurance Co. 

Lincoln M. Michel, vice president, Fire Asociation of Philadelphia. 

A. Campbell Miles, Deputy United States manager, The Royal Exchange As- 
surance. 

Robert F. Miller, vice president, National Union Fire Insurance Co. 

A. Lawrence Peirson, Jr., executive vice president, Massachusetts Bonding 
& Insurance Co. 

E. J. Perrin, Jr., vice president, Aetna Casualty & Surety Co. 

Edward J. Solari, vice president, The Employers’ Fire Insurance Co, 

Robert Wareing, second vice president, The Travelers Fire Insurance Co. 

Edward A. Warnica, Sr., vice president, Standard Accident Insurance Co. 

Reed M. Chambers, chairman, for the Managers. 

Albert J. Smith, president, for the Managers. 

Richard S. Anderson, vice president for the Managers. 

Henry N. Beers, vice president for the Managers. 

Woodrow J. Van Hoven, vice president, for the Managers. 

Richard S. Brockway, assistant treasurer for the Managers. 

Baker A. Bradenbaugh, assistant to president, for the Managers. 

Molly P. Caster, secretary of the meeting. 

The Crum & Forster companies (North River, U. 8. Fire and Westchester) 
and the St. Paul Fire and Marine Insurance Company, were not represented. 

Mr. Reed M. Chambers presided, and Miss Molly P. Caster, served as Secre- 
tary. The last previous meeting of the Hull Advisory Council was held on 
November 2, 1955. 

On the occasion of their first attendance at a Hull Advisory Council meeting, 
Mr. Chambers welcomed: Mr. Elmer J. MacLeod, Mr. R. G. Horr, Mr. George S. 
Atkinson, Mr. William MacLean, M. C. R. Keep, Mr. A. Campbell Miles, Mr. 
Edward A. Warnica, Mr. F. John Barclay, Mr. F. Harman Chegwidden, com- 
menting that Mr. MacLeod and Mr. Warnica, while attending a Hull meeting 
for the first time, were old-timers on the Casualty side. Mr. MacLeod has been 
on the Casualty Council since the formation of the USAIG. “Missing for the 
first time since the Group was formed” said Mr. Chambers, “is Harold Junker, 
now retired from Crum & Forster.” 

In his opening remarks, Mr. Chambers commented on the development in the 
aviation industry insofar as new equipment is concerned. He stated that there 
are currently over 1,500 new transports on order world-wide, the total purchase 
price of which will be in the vicinity of $3,600,000,000. He went on to say 
that while the Managers would not be faced with the higher valued jets until 
the latter part of 1958, there would be some new equipment and high values 
in 1957. By the end of 1960, he said, the Managers anticipate a minimum in- 
crease in Hull premiums of two to three times the present annual figure, which 
would be brought about largely by these big ships. 

Going on to the prevailing competitive situation, Mr. Chambers stated that 
the Managers did not in the immediate future see any curtailment of the rate 
cutting competition which the aviation insurance market world-wide has been 
undergoing for the past two years and which has been getting progressively 
worse. The Managers were of the opinion, he said, that the high values and 
liabilities involved in the jets should bring about a material betterment of the 
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situation by the time this equipment is put in operation. Also, until that time 
when 140 passenger seating capacities plus the probable doubling of the Warsaw 
Convention limit (from its present limit of $8,300 per passenger) create a 
capacity problem for the Casualty Section, the Casualty Section facilities appear 
adequate. However, the situation in the Hull Section with respect to additional 
capacity is pressing. 

1. UNDERWRITING EXPERIENCE 


Mr. Smith referred to the summary experience exhibit which had been trans- 
mitted to the Member Companies with Hull Memorandum #218. Since that 
was a statement to August 31st, it did not reflect the loss on October 16, 1956 
of a Pan American Stratocruiser valued at $1,500,000. He stated that, based 
on estimates, the effect of that one loss would tend to jump the incurred loss 
ratio as it appears on the statement from 39% to 54%. * * * 


2. COMPETITION 


Mr. Smith, who had just the week previous returned from a trip to London, 
at this point outlined the competitive situation both with respect to conditions 
there and in the domestic market. He stated that it is the belief of the con- 
servative underwriters in London that there is only one cure for the present 
competitive cycle (the fourth of its kind that the USAIG has gone through) and 
that is—more red figures and the sooner, the better. He further stated that 
in the meantime, the USAIG, in self-defense, had joined the competitive parade. 

The problem, he stated, is for the Group with an eye to the future, to equip 
itself with increased facilities at this time—perhaps in layers—in an attempt 
to stop all thought on the part of some in London of restricting us to write 
a part only of an airline account. In the opinion of the Managers, he stated, 
the Members should, within the limits of their own good judgment, step up 
their participations. 


3. REPORT ON PRESENT STATUS OF NEW YORK INSURANCE DEPARTMENT EXAMINATION 
OF USAIG UNDER RATING LAWS 


Mr. Smith referred to the Agenda (HM #218) in which the up-to-date 
status of the examination by the Insurance Department was set forth. He 
stated the Managers had nothing further to add to this. 

(Note.—Since the meeting the Managers have received a memorandum and 
opinion from Mr. Raymond Harris, Chief Counsel of the Department, which 
concludes with: “(5) The United States Aviation Underwriters, Inc., which 
represents a group of insurers that is engaged in the joint underwriting of 
aviation insurance risks and is subject to Section 186—a, is not required to be 
licensed as a rating organization.” ) 


4. ADMISSION OF THE GREAT AMERICAN INSURANCE COMPANY AS A MEMBER 


On motion, it was unanimously resolved that the Great American Insurance 
Company be admitted as a Member of the Hull Section of the United States 
Aircraft Insurance Group and Canadian Aircraft Insurance Group with respect 
to new and renewal business as of January 1, 1957, with, as Associate Members: 
American National Fire Insurance Co., Detroit Fire and Marine Insurance Co., 
Massachusetts Fire and Marine Insurance Co., Rochester American Insurance 
Co. 

5. THE TRAVELERS INDEMNITY COMPANY 


With the merger of The Travelers Fire Insurance Company into The Travelers 
Indemnity Company, the admission of The Travelers Indemnity Company as a 
Member of the Hull Section, to take the participation of The Travelers Fire 
Insurance Company effective January 1, 1957, was unanimously approved. 


6. PARTICIPATIONS FOR 1957—-REINSURANCE 


Referring to the Agenda, Mr. Smith stated the Managers will have a practical 
need for $3,500,000 gross capacity any one hull during the year 1957, primarily 
to provide for turbojet Brittanias on order by one airline insured through the 
USAIG. As mentioned in the Agenda, the Group’s present automatic capacity is 
$3,000,000 with the top $500,000 covered 100% in London under a su“plus ar- 
rangement. The maximum retention of the Group Member Companies is $9 37,500, 
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equivalent to 39.5% of $2,500,000. Mr. Smith stated the Managers believe it is 
advisable at this time to raise the automatic capacity to at least $5,000,000 even 
though such capacity will not be needed until late in 1958. He stated the problem 
would be to get additional reinsurance support in London without sacrificing 
premium income on low valued hulls. He recommended that Members consider 
a material increase, perhaps up to 40% of their present retentions. A lengthy 
round-table discussion followed at the conclusion of which a few Members ex- 
pressed a willingness, if necessary, to increase their commitments by 40%, 
others by 20%, while some indicated they would prefer not to increase at this 
time. Certain Members reserved judgment but communicated their desires to 
the Managers a day or two after the meeting. All of this resulted in “subscrip- 
tions preferred” of $1,180,852 including the new participation of the Great 
American Insurance Company. 

Mr. Smith was in London from November 11th to 22nd and, while there, 
worked on a round figure of $1,200,000 as the Group Members’ maximum reten- 
tion and was successful in raising the automatic facilities any one hull to 
$5,000,000. “The latter was accomplished by increasing the present surplus 
cover of $500,000 to $1,000,000 and placing on a Quota Share basis the top 
$1,500,000 of a $5,000,000 exposure. The pattern for 1957 will be as follows: 


| 
| Group retention Total quota share 
| reinsurance 





| 


| | | 
Percent} Amount [Percent Amount 


Fleets with maximum exposures of $2,000,000 56 | $1, 120,000 44 | $880, 000 
Fleets with maximum exposures of $2,500,000 | 41 1, 025, 000 59 1, 475, 000 
Fleets with maximum exposures of $5,000,000 ($1,000,000 sur- | 

plus, $4,000,000 quota share) 30 | 1,200, 000 70 2, 300, 000 





“The $1,000,000 Surplus Cover has been arranged on individual aircraft and 
will not participate in hulls, part of a fleet, insured for less than $2,500,001. 
The savings in reinsurance premiums which will result from this arrangement 
will be obvious to all. 

“It must be borne in mind, based on what the Managers see ahead in 1957, that 
there seems no possibility that any aircraft will be insured through the USAIG 
for a sum in excess of $3,500,000 and, therefore, the maximum exposure indi- 
cated above of $1,200,000 appears to be completely hypothetical for the year 1957. 
The increase from $987,500 to $1,120,000 is, of course, a very realistic increase 
but it takes place in the field where we have the greatest spread of risks in point 
of numbers of units. At the moment, there are only a handful of aircraft in- 
sured through the USAIG for values between $2,000,000 and $2,500,000 and we, 
therefore, deemed it advisable to cut back the maximum exposure of the Group 
Members between $2,000,000 and $2,500,000 for the time being and, in the process, 
decreased the jump in the participation of Quota Share Reinsurers between 
$2,500,000 and the hypothetical $4,000,000 Quota Share exposure, part of the maxi- 
mum automatic of $5,000,000 any one hull. The breaking point of the first 
bracket exposure was raised from the present figure of $1,700,000 to an even 
$2,000,000, and this, too, should conserve a considerable amount of premium. At 
the present time, the Group Members’ retention in a $2,000,000 aircraft is 39.5% 
or $790,000. In 1957 it will be, as shown above, 56% of a $2,000,000 aircraft 
or $1,120,000, including the proposed participation of the Great American. 

“Some may wonder why this memorandum does not include a break-down of 
the proposed participations of individual Company Members for the new year. 
The answer is we are awaiting approval of participations tentatively set in the 
case of four or five companies. As soon as the participations of the Members in 
question have been agreed, we will follow with a more comprehensive memoran- 
dum showing the suggested final participations for all Members.” 

Respectfully submitted. 

MOLLy P. CASTER, 
Secretary of the Meeting. 
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MINUTES OF JOINT MEETING OF HULL AND CASUALTY ADVISORY COUNCILS HELD on 
FEBRUARY 21, 1958, atT WALDORF-ASTORIA, NEW YORK 


The purpose of this memorandum is to serve, for the behefit of all concerned, 
as the minutes, or record, of the above meeting which was attended by the 
following: 

R. EB. Alger, assistant deputy manager, The Employers’ Group. 

Walter W. Allen, vice president, The Home Indemnity Co., The Home In- 
surance Co. 

R. H. Bancroft, vice president, St. Paul Fire & Marine Insurance Co. 

William M. Bancroft, secretary, Providence Washington Insurance Co. 

Thomas H. Bivin, vice president, Great American Indemnity Co., Great Ameri- 
can Insurance Co. 

Randolph E. Brown, vice president, American Surety Co. 

J. P. Coffay, Jr., vice president, Massachusetts Bonding & Insurance Co. 

George E. Day, vice president, New Amsterdam Casualty Co., United States 
Casualty Co. 

Selden K. Griffin, secretary, The Phoenix Insurance Co. 

Reese F. Hill, vice president, North River Insurance Co., United States Fire 
Insurance Co., Westchester Fire Insurance Co. 

Thomas J. Howarth, claims secretary, Camden Fire Insurance Association. 

C. R. Keep, vice president, Pacific Insurance Company of New York. 

Harold B. Kiefer, vice president, Aetna Insurance Co. 

Harry J. Landen, vice president, Springfield Fire & Marine Insurance Co. 

George P. McGrath, manager casualty, Fidelity & Surety Department, The 
Travelers. 

Lincoln M. Michel, vice president, Reliance Insurance Co. 

Edward M. Ozanick, manager Compensation and Liability Department, Hart- 
ford Accident & Indemnity Co., Hartford Fire Insurance Co. 

Fred W. Renter, assistant vice president, Standard Accident Insurance Co. 

Simon Rothstadt, administrative assistant, The Royal Exchange Assurance. 

Cc. J. Shaughnessy, assistant marine manager, Aetna Casualty & Surety Co. 

Albert J. Smith, president, for the Managers. 

Richard S. Brockway, assistant treasurer, for the Managers. 

Baker A. Bradenbaugh, secretary of the meeting, for the Managers. 

The following Companies were not represented at the meeting: 

Agricultural Insurance Co. 
Boston Insurance Co. 

Maryland Casualty Co. 

National Union Fire Insurance Co. 
New Hampshire Fire Insurance Co. 
U.S. Fidelity & Guaranty Co. 

The Managers had received approval in advance of the meeting from the 
Members not represented to the admission of the Zurich Insurance Company to 
the Group. 

Mr. Albert J. Smith presided and Mr. Baker A. Bradenbaugh served as Secre- 
tary. 

Mr. Smith explained that the meeting had been called to consider and act on 
the recent application of Zurich Insurance Company for Membership in the 
Hull and Casualty Sections of USAIG and CAIG. He made a brief review of 
the Zurich’s entrance into aViation insurance here through Aero Associates some 
four years ago. He pointed out that Mr. Pilling, United States Manager of 
Zurich, reported the underwriting experience of Aero has not been profitable and 
that Mr. Pilling and his Home Office felt they could better support aviation as 
a Member of a group of aviation underwriters than through continuing to offer 
the very limited capacity of Aero Associates. Mr. Smith produced a contract 
signed by Mr. Pilling, for the Zurich, under the terms of which Aero Associates 
would cease to write new and renewal business on March 1, 1958. Other con- 
ditions of the contract referred to were explained to the meeting. 

Mr. Smith explained the difficulties attendant upon bringing a Company into 
Membership at any date other than January Ist of any year and suggested that 
the Members of both Sections consider accepting the Zurich to Membership 
retroactively as of January 1, 1958. 

Motion was made by Mr. Allen and seconded by Mr. Griffen, on behalf of the 
Hull Section, that the Zurich be admitted to Membership in the Hull Sections of 
USAIG and CAIG in respect to new and renewal business, the effective date of 
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which is at or after Midnight, December 31, 1957. This motion was unanimously 
approved by all Hull Section Members present. 

Motion was made by Mr. Kiefer and seconded by Mr. Coffay, on behalf of the 
Casualty Section, that the Zurich be admitted to Membership in the Casualty 
Sections of USAIG and CAIG in respect to new and renewal business, the 
effective date of which is at or after Midnight, December 31, 1957. This motion 
was unanimously approved by all Casualty Section Members present. 


PARTICIPATIONS AND REINSURANCE FOR 1958 


The Managers laid before the meeting schedules incorporating their recom- 
mendations concerning participations of the Members in both the Casualty and 
the Hull Sections for 1958 policy year risks. Such schedules include a participa- 
tion of 2.57% for Zurich Insurance Company in the Casualty Section, and 
1.86% in the Hull Section. Copies of the schedules referred to are attached as 
part of these Minutes. 

On motion made by Mr. R. H. Bancroft and seconded by Mr. Michel, on behalf 
of the Hull Section, the proposed participation for 1958 policy year business 
were unanimously approved. 

On motion made by Mr. Brown and seconded by Mr. Bivin, on behalf of the 
Casualty Section, the proposed participations for 1958 policy year business were 
unanimously approved. 

There being no further business, the meeting adjourned. 

Respectfully submitted. 

BAKER A. BRADENBAUGH, 
Secretary of the Meeting. 
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United States Aircraft Insurance Group, casualty section, 1958 reinsurance 












































arrangements 
. vat = 
Participations (percent) Maximum net exposures 
| a | > ne } 
Present |Suggested| Proposed| Present |Suggested| Proposed 
arrange- | decrease | arrange- | arrange- | decrease | arrange- 
ments ments menis | ments 
ARSENE ERED mimeo on ine i SISTET TS ee 
Aetna Casualty & Surety Co._.......-.-- 5.12 0.13 | 4.99 | $50,176 $1, 274 $48, 902 
ee, TONER EO... idscecciteisineesi< 5.12 .13 4.99 50, 176 1, 274 48, 992 
Agricultural Insurance Co-_..............- 2. 64 .07 2. 57 25, 872 686 25, 186 
American Surety Company of New York- 5.12 13 4.99 50, 176 1, 274 48, 902 
Boston Insurance Co...._..........--..-. 3. 00 . 08 2. 92 29, 400 784 28, 616 
Camden Fire Insurance Association ......- 2. 64 .07 2. 57 25, 872 66 | 25, 186 
tT Oe POU bg wccansaccderr sacnosscoss 3.47 . 09 3. 38 34, 006 | 882 33, 124 
POE. tnt deed idmoatbnlictbbitowan 4. 46 ell 4.35 | 43,708 1, 078 42, 630 
Great American Indemnity Co-...-....--- 3.47 . 09 3. 38 34, 006 882 | 33, 124 
Hartford Accident & Indemnity Co.-..... 5. 79 -15 5. 64 56. 742 | 1, 470 55, 272 
Home Indemnity Co-_..._....-...--.- we 3. 47 . 09 3.38 | 34,006 882 | 33, 124 
Maryland Casualty Co__................. 5.79 15 5. 64 56, 742 1, 470 | 55, 272 
Massachusetts Bonding & Insurance Co-. 4. 30 ll 4.19 42, 140 1, 078 41, 062 
New Amsterdam Casualty Co__-......... 4. 08 .10 3. 98 39, 984 | 980 39, 004 
Pacific Insurance Company of New York. 3. 00 . 08 2. 92 29, 400 784 28, 616 
Phoenix Insurance Co. -.._.........--.-.-- 3. 00 . 08 2. 92 29, 400 784 28, 616 
Providence Washington Insurance Co-- -- 3. 00 - 08 2. 92 29, 400 784 28, 616 
Reliance Insurance Co_._........-...----- 2. 64 .07 2. 57 25, 872 686 25, 186 
Royal Exchange Assurance -.-_._..._-....- 3.00 . 08 2. 92 29, 400 784 28, 616 
St. Paul Fire & Marine Insurance Co-._-- 5.12 .13 4.99 50, 176 1, 274 48, 902 
Springfield Fire & Marine Insurance Co-- 3. 00 . 08 2.92 | 29,400 784 28, 616 
Standard Accident Insurance Co.........- 3. 47 . 09 3.38 | 34,006 882 33, 124 
PD, ntGbt caltiwatids senncsboussuccdbs 7.47 -18 7.29 73, 206 1, 764 71, 442 
United States Casualty Co..........-.... 2.04 . 05 1.99 19, 992 490 19, 502 
United States Fidelity & Guaranty Co... 5.79 .15 5. 64 56, 742 1, 470 | 55, 272 
inecieasincisatphdkiattieienctols tanensitldhinahsineetihepesnssiatdeeats 
Bebneths cee ee 100. 00 2. 57 97.43 | 980, 000 25, 186 954, 814 
Beriely Tm anee GOs. diintaccimiicicieindcr cm ae dec tseksitiade OFF hen caseves: step enigtnsl 25, 186 
tatocnntngessenuaboncssaeecoateleteennen athena WE rere case tledkmakebone 980, 000 














STATEMENT OF UNITED STATES AVIATION UNDERWRITERS, INC. 
USAIG 


United States Aviation Underwriters, Inc., is a New York corporation which 
acts as Aviation Managers for sixty-two Member and Associate Companies. 
There are thirty-seven Member Companies and twenty-five Associate Companies, 
each of which is owned or controlled by a Member Company, and with one or 
two exceptions, each Member Company participates in both the Hull and 
Casualty Sections. Furthermore, some of the Member Companies are affiliated 
so that the sixty-two companies break down into twenty-seven separate under- 
writing entities. The Members of each Section are jointly and severally liable 
under all policies issued in the name of any Member of that Section. 

USAIG was formed in 1928." It then consisted of four Hull Companies and 
four Casualty Companies and the total capacity of the Hull Section, any one 
loss, was $80,000 while the total capacity of the Casualty Section was $100,000. 

As the aviation industry grew and plane values and passenger capacities 
increased, the need for greater underwriting capacity increased likewise. This 
need was met in three ways from time to time over the years— 

(a) by an increase in the net retention of each Member Company ; 
(b) by the admission of new Members to the Sections; and 
(c) by the increase in number of reinsurers and amount of reinsurance. 

By these means, the total capacity of the Hull Section on any one hull has 
been increased to $5,250,000. The total capacity of the Casualty Section has 
been increased to $10,000,000 any one loss. 

The need for increased capacity is by no means ceasing. With the jet planes 
now in production, hull values will increase to $5,500,000 or more and the under- 
writing capacity of the Hull Section will have to be increased accordingly. As 
these jet planes are put into service, the maximum seating capacity per plane 
will be increased from 95 to 177 and underwriting capacity of the Casualty 
Section will also have to be increased. The present investigation will have 


1Attached hereto as Appendix A, is a copy of the brochure entitled ‘The Story of 
USAIG”, which was distributed to some of the members of the Committee at the hearing. 
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come at an unfortunate time if, through the possibility of increased regulation, 
it causes new companies to hesitate to enter the field or present insurers to 
hesitate to increase their stake in it. 


THE WORLD INSURANCE MARKET 


Aviation insurance is a commodity of the world market and cannot be treated 
as a purely national or domestic problem. It is not unique in this regard. 
The same is true of marine insurance where values or liabilities to be insured 
are excessively high in relation to the spread of risk and the catastrophe hazard 
is acute. 

Despite the size of USAIG,? it is not large enough to insure present day 
aviation risks without substantial help from reinsurers. United States Avia- 
tion Underwriters have made every effort through the years to develop domestic 
reinsurance facilities but have succeeded only to a small degree. (Rec. p. 203). 
Primary dependence for reinsurance must still be placed upon the London 
market as the only available insurance market in the world which has the 
necessary spread to take care of surplus and excess covers needed for the jumbo 
risks involved in aviation. For example, in the Hull Section our catastrophe 
cover for any one location is over $33,000,000 and this figure will not be adequate 
once the airlines have taken delivery of the jets. (It is interesting to note that 
the Nuclear Energy Property Insurance Association has 185 stock companies 
with a capacity of $58,500,000 per risk.) 

Competition likewise is international. The United States, as the largest user 
of air transportation, is the principal buyer of aviation insurance. London 
underwriters, not content with their role as reinsurers, compete actively as 
primary insurers in the American market. It would appear to be inevitable that 
we will never be without direct London competition as long as the greatest 
volume of aviation insurance is in the United States. In the last few years, by 
quoting substantially lower rates than the American underwriters, London has 
succeeded in capturing many important accounts of airlines and manufacturers. 
(Rece., p. 215.) We estimate that a minimum of 20 percent of all premiums on 
American aviation Hull, Aircraft Liability and Manufacturing Products Liability 
risks is written direct by London underwriters.’ 

In any consideration of the problem of Governmental regulation of American 
aviation underwriters, careful thought must be given, if American underwriters 
are to continue to be able to compete with London, to the protection of their 
competitive position. If, for example, American underwriters were to be re- 
quired to obtain prior approval of their airline rates, they would be placed in 
an impossible competitive position, vis-a-vis the London market. At the end 
of 1957, there were only thirty trunk and feeder airlines in the United States. 
Each of these airlines has a tailormade individual policy to fit its specific needs. 
With such a small spread of airline risks, nothing could be more conducive to 
destroying the American aviation insurance market than to inform London 
underwriters of the competitive rates which they had to meet in the American 
market. 


2The American Hull-Insurance Syndicate is composed of eighty-five companies and their 
underwriting capacity for any one vessel is $10,000,000. 

% At the hearing. we were asked to submit a list of known large aviation risks insured 
directly in the London market with estimated premiums thereon. The list is attached 
hereto as appendix B. (Rec., p. 63.) 
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THE COMPETITIVE SITUATION 


The present aviation insurance market consists of— 

(1) The United States domestic market which, in turn, numbers some 
twenty companies and groups: 

American Casualty Co., Reading, Pa. 

American Fire & Casualty Co., Orlando, Fla. 

American International Underwriters. 

American Mercury Insurance Co., Washington, D. C. 

Associated Aviation Underwriters. 

Balboa Insurance Co., California. 

Bankers Fire & Marine Insurance Co., Birmingham. 

Birmingham Life & Casualty Co. (Chicago). 

Continental Casualty Co. 

Citizens Casualty Co. 

Employers Mutual Liability Insurance Co., Wausau, Wis. 

Insurance Company of North America. 

Kansas City Fire & Marine Insurance Co. 

Liberty Mutual Insurance Co., Boston. 

Mutual Aircraft Conference. 

Mutual Benefit Health & Accident Association. 

National Insurance Underwriters, St. Louis, Mo. 

Ohio Casualty Co. 

Open binders of Lloyd’s throughout the country. 

Royal Insurance Co. 

USAIG. 

(2) The London market which, in turn, consist of— 

British companies (approximately 30 companies). 

Underwriters at Lloyd’s (approximately 19 syndicates specializing 
in aviation insurance and an indefinite number of marine and other 
syndicates which also write aviation insurance). 

(3) European continental insurers consisting of aviation insurance pools 
in almost every country plus other independent insurers. 

(4) Insurance companies of Latin America. 

(5) Canadian insurers. 

Competition in the world market has been, to express it mildly, extremely 
intense. It has, in fact, been so intense that many underwriters, particularly 
in the London market, have suffered severe losses in the last three or four years. 
(Rec., p. 219.) These losses have prompted underwriters in the London market 
to enter into a so-called “Respect the Lead” Agreement in the hopes of sta- 
bilizing the competitive situation in London to a point where business can be 
written at a profit instead of a loss. However, how long this agreement will re- 
main in effect is wholly problematical. Perhaps the best evidence of the 
competitive situation is the fact that substantial reductions have been effected 
in hull and liability rates for airlines, Industrial Aid risks and pleasure and 
business planes. 

Further evidence of the competitive situation which has existed is reflected 
in the profits earned by the USAIG in the last ten years on total net premiums 
earned in the Hull Section of $78,497,723. The net underwriting profit of the 
Group was only $4,837,519 which is 6.2 percent of premiums earned or $22,500 
average annual net profit per company. On total net premiums earned in the 
Casualty Section of $67,874,397, the net underwriting profit of the Group was 
only $3,172,467, which is 4.7 percent of earned premiums or $25,792 average 
annual net profit per company.‘ These figures can hardly be said to indicate 
the existence of a monopoly. 

The USAIG operates at extremely low cost. The Chairman of the Sub- 
committee, Senator O’Mahoney in his opening statement said, in connection with 
the Trip Accident insurance industry (Rec., p. 12) : 

“The special committee has received information indicating that only a small 
percentage of the total premium dollar is paid out directly for losses incurred. 
* * * Every effort must be made to see that the public obtains the broadest 
a with this insurance at the lowest cost consistent with financial sta- 

lity.” 


* See statements furnished to the committee at its request, as to both Hull and Casualt 
Sections, entitled “Statement of Underwriting Profit and Loss, Policy Years 1948 to 1957, 
inclusive, as at November 30, 1957.” 
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In the light of these remarks it is interesting to compare the expenses in- 
curred by USAIG in doing business with the expenses incurred in other lines 
of insurance traditionally regarded as the lowest cost classes of insurance. 


Expense ratio 


Industry average: 


Ocean merine___._.-_- ; E Sea a 35. 2 | 36.1 37.3 
Workmen’s compensation..... ; esl eeu 34.5 | 34. 4 34.5 
USAIG policy year experience: | 
Hull section... .......- a ED I 26.7 | 28. 2 22.8 
Casualty section......__- Bees Re ee eee 7 30. 4 | 27.7 | 29.6 
| 





EVIDENCE OFFERED BY THE COUNSEL OF THE SUBCOMMITTEE AS TO THE NEED FOR 
FURTHER GOVERNMENT REGULATION 


In view of the intense competitive situation which exists in aviation insur- 
ance, it is not surprising that the Committee’s investigatng staff was able to 
find so little to present as purported evidence of the need for further Govern- 
mental regulation. Such purported evidence consisted of : 

(1) The fact that at present there are only two American insurance groups 
with sufficient capacity to insure domestic trunk airlines.® 

The primary reason for this is, of course, the highly competitive situation 
which exists which makes the business appear unattractive to other insurers. 
Attached hereto as Appendix C is a letter from Mr. Pilling, U. S. Manager of 
Zurich Insurance Company in which he writes: 

“Despite our acquisition of Aero Associates, Inc., stock, our efforts to bring 
in additional companies were fruitless except for three U. S. licensed reinsurers, 
which took part of the substantial share of Aero’s commitments, which had been 
assumed by the Zurich Insurance Company to help to do a more effective job. 
The explanation for the difficulty in interesting other companies undoubtedly 
lies in the fact that, during the period of our participation as a joint under- 
writer, under the management of Aero Associates, Inc., the competition for 
available business was of sufficient volume and intensity from all of the com- 
peting markets—both U. S. and foreign, so that Aero Associates, Inc., produced 
only underwriting losses for its joint underwriters.” 

In any event, additional Government regulation certainly would not bring 
additional insurers into the market. On the contrary, it would merely make 
competition with foreign insurers more difficult and result in a shrinking rather 
than an expansion of the American market. 

(2) A letter written in 1942 by the former President of United States Aviation 
Underwriters, Inc., to the Manager of BAIC, a British aviation insurance com- 
pany, suggesting that United States Aviation Underwriters confine its activities 
to the Western Hemisphere and BAIC confine its activities to the Bastern 
Hemisphere (Rec., p. 34). Perhaps nothing could better illustrate the lack of 
any evidence of the need for further Government regulation than the use of 
this letter as evidence, in view of the fact that— 

(a) the letter was written in 1942, three years before the decision in the 
Southeastern Underwriters case; 

(b) the proposal was promptly disapproved by the Companies represented 
by United States Aviation Underwriters (Rec., p. 247) ; 

(c) the proposal never ripened into an agreement; 

(d) the BAIC never has confined its activities to the Eastern Hemisphere; 

(e) United States Aviation Underwriters never has confined its activities 
to the Western Hemisphere. 

(3) The existence and activities of the International Union of Aviation 
Insurers. 

The IUAI (International Union of Aviation Insurers) is a trade organization 
of aviation insurers, mostly European. United States Aviation Underwriters 
is the only member from the Western Hemisphere. The Aviation Association of 
British Insurance Companies is a member but underwriters at Lloyd’s are not. 


5 Other American insurers do, however, participate in the insurance of Capital, Braniff, 
Delta and, perhaps, other airlines and insure a number of feeder lines. 
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It holds a general meeting once a year at which the problems of aviation insurance 
are discussed. It does not deal with or discuss rates. It has no power to bind 
its members. It has never adopted any rules, passed any resolutions or other- 
wise taken any action fixing or affecting rates or rating procedures.or under- 
writing rules or principles (Rec., p. 248). 

In the absence of any actions taken or agreements made by IUAI, the most 
that the investigating staff was able to produce was two exchanges of letters and 
a cocktail party. One exchange of letters was between the Executive Secretary 
of the Union and Mr. A, J. Smith, Vice President of the Union and the other 
was between Mr. de Vlaming, President of the Union and Mr. Smith, Vice Presi- 
dent. The first exchange dealt with suggestions made by the Executive Secre- 
tary that the scope of activities of the Union should be enlarged to include 
discussion and consideration of rates to be charged—a natural suggestion upon 
the part of an ambitious young secretary who was anxious to increase the 
importance of his job. Unfortunately for him and his suggestion and for any 
contention that the Union was or is a cartel or an instrument to restrain com- 
petition or control rates, Mr. Smith as Vice President of the Union, in his reply, 
promptly nipped the suggestion in the bud. The records of the Union, in fact, 
show the continuous insistence of the United States Aviation Underwriters, Inc., 
that rate-making or rate discussions should have no place in the activities of 
the Union. 

The other exchange of letters between Mr. de Vlaming and Mr. Smith, dealt 
with the procedure for informing the Members of the Union of the “Respect the 
Lead” Agreement entered into among the underwriters in the London market. 
What malign significance these two letters have is beyond our understanding. 

A cocktail party was given in Torquay, England in 1956 by London under- 
writers for the delegates to the annual meeting of the Union at which under- 
writing practices® then in vogue in the London market were discussed and 
criticized. The attempted inferences are, we presume, that these conversations 
eventually bore fruit in the form of the “Respect the Lead” Agreement and that 
all members of the Union, including United States Aviation Underwriters, are 
parties to it. The pattern of parallelism of conduct in Antitrust situations is, 
of course, a familiar one. An essential element of these situations, however, 
is that the lead must be followed. This element is here wholly lacking. Not 
only is there no shred of evidence that the United States Aviation Underwriters 
has followed or abided by the terms of the Agreement, but we have Mr. Smith’s 
testimony of his avowed intention not to do so (Rec., p. 250). 

The Aviation Editor of Post Magazine and Insurance Monitor, published in 
London, in the issue of July 31, 1958, covers the situation as follows: 

“Inquiries have been made in the market by an American student making a 
survey of governmental regulation of insurance in this country and also of regu- 
lation by Associations. So far as aviation underwriting is concerned the answer 
is easy: no mandatory regulations of any kind whatsoever, everybody free to 
do exactly what he pleases and to enter into mutual agreements or not as he 
thinks fit. The contrast with the position in the USA and in some respects 
Canada, where regulatory interference always brings a smile to those in less 
rigidly free enterprise countries, must indeed be interesting. 

“If by any chance the inquiring student reached out from our national terri- 
tory to the international field, he would equally find, I think, on reference to 
officials of the International Union that no mandatory requirements are imposed 
on members and presidents have even been averse to mere discussions of rates 
taking place under the umbrella of a Union meeting because the Union is not 
a ratemaking body. It is, like the national Associations, a source of useful 
information upon which underwriters may or may not make their decisions. 

“In fact, so free is the insurance market that one may write a treaty accepting 
a quota share of business in a given territory and still be quite free to eut the 
rates of one’s reinsured to ribbons, if one’s ideas of how to make a profit are 
sufficiently peculiar !” 

(4) The opposition of United States Aviation Underwriters to the admission 
of Aero Associates to the Union. 

The basis of this opposition is simple and understandable. The Union is an 
association of insurers—brokers never have been admitted to membership for 
the reason that their motivations and point of view are entirely different from 


® At the hearing, Mr. Smith was asked by the Chairman, to submit a list of practices 
which he considered unsound and harmful to the aviation insurance industry. We attach 
the list herewith as appendix D. 
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that of insurers. Both insurers and brokers are in business to make a profit. 
The insurer’s profit, however, results from the premium charged for the insur- 
ance exceeding the expenses incurred and losses paid. The premium, therefore, 
must be kept at a level above expenses and losses or there will be no profit, 
The broker, on the other hand, makes his profit from a commission on or per- 
centage of the premium charged, regardless of the amount of expenses or losses, 
He is not concerned with these. His business is to procure insurance for his 
customer, the insured, at as low a premium as he can persuade the underwriter 
to accept, regardless of whether such premium is sufficient to pay expenses and 
losses. That is the concern of the underwriter. The broker with such a conflict 
of interest, obviously has no place in an association of underwriters. Aero 
Associates was managed by the brokerage firm of Stewart Smith & Company as 
Mr. George Stewart testified (Rec., p. 304). Therefore, United States Aviation 
Underwriters did not consider Aero Associates had the proper qualifications 
for membership in the Union. 

(5) Admission of the Zurich Insurance Company to the USAIG. 

Aero Associates was a third group in only a very minimal sense. It consisted 
of only two Companies, Zurich Insurance Company, a Swiss Company, and Eagle 
Star Insurance Company, a British company. Compare this with the USAIG 
composed of sixty-two companies and the Associated Aviation Underwriters 
composed of forty companies. To bemoan the loss of Aero as reducing the 
American insurance market is depicting a technically correct but wholly mis- 
leading picture. Aero was a part of the American market only in a very minor 
sense. It was primarily an instrument or “front”, as Mr. Smith described it, 
for placing American aviation risks in the London market. It was, in reality, 
part of that market, not the American. 

Zurich Insurance Company became the sole owner of Aero in 1954. After 
suffering heavy losses for several years and realizing that Aero did not have 
the capacity to compete successfully in the market, Mr. Pilling,” the United 
States Manager of Zurich, decided to liquidate Aero and terminate its opera- 
tions. Having so decided but still believing in the aviation insurance business, 
if conducted on a proper basis, he applied for admission to USAIG. The latter 
welcomed additional underwriting capacity provided by Zurich and admitted 
it to the Group. It did not, however, take over or agree to take over, any of 
Aero’s business. Aero was left to run off its current business on its own. The 
most that was agreed to as to Aero’s business, was that as Aero’s policies came 
up for renewal, if United States Aviation Underwriters were offered such risks 
and accepted any of them, excluding airline risks, they would pay Aero a 
commission thereon. The amount of such renewals has been insignificant to 
date. Out of an estimated annual premium of Aero Associates, we have so far 
written approximately 14.2 percent in some six months.® 

The liquidation of Aero Associates has, without doubt, injured the brokerage 
business of Stewart Smith & Company. Mr. Stewart so testified (Rec., p. 304). 
He no longer has at hand an instrument for placing American aviation risks in 
the London market. Its effect on the American market, however, cannot be 
anything but beneficial. With the elimination of this “brokerage-minded” com- 
petition, additional American insurance companies will, we hope, be influenced 
to enter the aviation field and help supply the much needed capacity for the 
jet age. 

(6) the failure of USAIG to admit to its Membership every company which 
has applied. 

The criticism here apparently is of doing the very opposite thing from that 
for which we are criticized in connection with the Zurich. The suggestion now 
is that the USAIG, although it has increased its membership over the past thirty 
years from eight to sixty-two companies was acting in restraint of trade in 
failing, over the same period, to accept applications of five other companies. At 
the same time, it was apparently an act in restraint of trade to admit Zurich 
to membership. This leaves us confused, to say the least. Which is wrong—to 
let them in or keep them out? 


7 The failure of committee counsel to call on Mr. Filing. although eat at the hear- 
8 


ings, to give his version of the liquidation of Aero and reasons for it, is interestin 
and perhaps significant. In the belief that the Committee will desire to have firsthan 
knowledge of the reasons why Aero Associates ceased doing business, we have attached 
hereto as appendix C, a letter dated August 20, 1958, from Mr. Pilling which tells the whole 


story. 
s These figures illustrate the competitive situation which exists in the aviation insurance 
wana Most of Aero’s expiring business has been offered and accepted elsewhere than the 
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(7) The expressed objections of Mr. Chambers and Mr. Smith to “stupid” 
or “vicious” competition. 

The discussion above of the difference in point of view and motivations of 
insurers and brokers explains also the objections of Mr. Chambers and Mr. 
Smith to the type of competition offered by Aero Associates. Stewart Smith & 
Company were primarily brokers and at the same time, were Managers of Aero. 
They would have been more than human if their point of view and motivations 
as brokers had not influenced their underwriting decisions and judgments. The 
result was the type of competition which was “stupid” and “vicious” in the eyes 
of insurance underwriters whose judgments and decisions are motivated by the 
principle that sound underwriting requires the charging of a premium at least 
large enough to pay expenses and losses. This type competition as offered by 
Aero Associates cannot last indefinitely, of course. It defeats itself eventually, 
through the resultant underwriting losses. It resulted, in this instance, in the 
withdrawal of Aero from the market and adoption of the “Respect the Lead” 
Agreement in London. In the meantime, it was harmful to the growth of free 
competitive insurance markets in causing sound underwriters to hesitate to 
enter the market. 

Mr. Stewart testified (Rec., pp. 303, 306) that overall the business which he 
produced for underwriters had resulted in a substantial profit for them. He 
could not have been referring to the business he produced for Aero Associates 
or to the operating results of that so-called group. As set forth in the letter 
from Mr. Pilling of Zurich Insurance Company attached hereto, the results of 
the operations of Aero year-by-year from 1954 to June 30, 1958, were as follows: 


| Earned | Net under- 
| premiums | writing 
| | losses 


| 





$2, 748, 764 $114, 853 
3, 383, 477 | 433, 772 
924, 032 

, 2, 195, 207 

2, 155, 791 1, 195, 545 


16,748,211 | 4,863, 409 


The underwriting losses here shown, represent the amounts by which the ex- 
penses plus claims exceeded, in each year, the total earned premium for that year. 

(8) The joint underwriting of the Boeing 707. 

The facts in regard to the insuring of the Boeing 707 prototype and, more re- 
cently, of the 707 production models demonstrate that joint underwriting agree- 
ments of this kind are not agreements in restraint of trade, but on the contrary, 
are the agreements which create the insurance which would otherwise not be 
possible. The prototype was insured for $7,500,000. It was the only one of its 
kind and its possible performance was an unknown quantity. The amount in- 
volved was enormous and the risk could not be spread among other risks of the 
same kind. It was far beyond the capacity of USAIG or any other insurer. 
British companies and other London underwriters were interested in participat- 
ing in the insurance, but no one wanted to or was capable of insuring the whole 
risk. Associated Aviation Underwriters were not even interested in participat- 
ing. USAIG took half the risk but only after each Member Company was per- 
suaded to increase their net retention on this one risk and locating additional re- 
insurance in Switzerland, Mexico and elsewhere to supplement its ordinary re- 
insurance. The whole risk was finally covered only by inducing a company which 
had never before insured aviation risks to become one of the joint insurers. It 
is really a little silly, in the face of these facts, to ask whether Boeing might 
not have gotten a better rate if it had asked for competitive bids from different 
insurers. 

(9) The suggestion that the placing of reinsurance in London has been a 
means of restricting competition from London underwriters. 

The Chairman, in his opening statement after pointing out that the two prin- 
cipal insurance pools are ceding an even larger percentage of the American avia- 
tion business to the London market than in 1944, asked: “In this narrowly cir- 
cumscribed American market, has the high volume of reinsurance been used as a 
vehicle to restrain competition?” 

The testimony conclusively shows that the answer to the Chairman’s ques- 
tion is an emphatic “No.” As the amount of reinsurance ceded to London has 
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increased, the competition of London underwriters in the American market has 
increased in even greater degree and the percentage and the amount of aviation 
risks insured directly in London has continually gone up. 

The amount of reinsurance placed in the London market would have been 
larger but for the membership of United States Aviation Underwriters, Inc., in 
the International Union of Aviation Insurers. As a result of such membership, 
many European pools have become interested in reinsuring United States avia- 
tion risks. In fact, the amount of reinsurance placed in the London market has 
been curtailed to the point where in the past few years, London reinsurers have 
complained that their share is growing progressively smaller. 

Also as a result of our membership in the IUAI, there has developed a flow 
of reinsurance from Buropean countries to the United States. For a number 
of years we have been increasing the amount of our reinsurance of foreign 
airlines. The assumption of reinsurance by the American market results of 
course, in a reversal of the flow of insurance premiums to London. 

(10) The fact that the members of USAIG have given United States Aviation 
Underwriters worldwide exclusive authority to write aviation insurance for their 
account. 

Some suggestion was made at the hearing that the granting to United States 
Aviation Underwriters Inc., by the Members of United States Aircraft Insurance 
Group, exclusive worldwide authority to write aviation insurance for their 
account, was unnecessary and that each Member should be left free to write 
business independently of the Group. The suggestion overlooks the fact, which 
must be obvious to all persons engaged in the insurance industry, that by its 
very nature, a pool cannot operate if any of its members are free to compete 
with the pool itself. Much of the business of the pool originates with individual 
members or their agents. If any member were free to write any of this business 
itself, it would naturally retain the most desirable risks and pass on to the pool 
the less desirable ones. As a result, the pool would find itself left with a high 
proportion of poor risks and would soon be unable to compete with its own mem- 
bers and the rest of the market. Furthermore, with only poor risks to offer re- 
insurers, it would be unable to obtain the necessary excess reinsurance covers 
for the jumbo risks in the airline and manufacturing fields. 

(11) Airport Liability underwriting methods and premiums. 

On August 15 the statement of Mr. E. Thomas Burnard, Executive Director of 
the Airport Operators Council, Inc., was presented by Mr. Richard E. Mooney, 
Assistant to the Executive Director. Several points were brought out in this 
statement which the record should be set straight on. They are as follows: 

(a) The statement was made that “Insurance underwriters have determined 
that the operations of an airport should be treated as an aviation risk; and 
accordingly, have seen fit to limit the purchase of Public Liability insurance to 
the present aviation insurance groups” (Rec. p. 586). This is not correct. It is 
not a question of insurance underwriters determining that the operation of an 
airport should be treated as an aviation risk. That is determined by the nature 
of airport operations which involve aircraft and aircraft hazards. The purchase 
of Airport Liability insurance is not limited to the aviation insurance groups. 
A number of other underwriters insure Airport Liability risks. 

(b) There is no question but that a great many claims and losses occur on 
the roadways, sidewalks, parking lots, terminal building areas and other facili- 
ties. As in the ease of all other forms of liability insurance, the costs of settling 
these claims are increasing daily. The public has become quite claims-conscious 
and our own records indicate an ever-increasing number of claims at airports. 
However, these are not the claims which require the high limits and consequent 
high costs. To quote from Mr. Burnard’s statement: 

“An airport operator maintains runways and taxiways on which aircraft 
movement takes place * * *.” 

Herein lies the catastrophe exposure since you have aircraft valued at over 
$2,000,000 with as many as 80 to 95 passengers aboard. An obstruction left by 
an airport employee on one of these runways or a defect in the runways might 
cause an accident resulting in the total loss of the plane or injury to or death 
of many passengers. In Mr. Burnard’s statement he quotes from one member 
who wrote: 

“At Municipal Airport, we carry $4,000,000 of Single Limit Liability insur- 
ance.” 
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If this airport expected only Bodily Injury and Property Damage claims aris- 
ing out of non-aviation exposures, the high limit of $4,000,000 would not be 
earried. Much lower limits would be sufficient. We have had many requests 
for liability limits as high as $10,000,000 Single Limit from municipal airports. 

(c) The statement indicated increasing concern over the recent increases in 
Airport Liability premiums. Some six examples were cited. There is no ques- 
tion that Airport Liability premiums have increased during the past several 
years. The reasons for these increases are many. We will mention a few. 
Air travel has become a more and more popular method of transportation. Air- 
ports have also become popular places for sightseers. As a result, the number 
of people using or visiting airports increases daily. Records reveal an increas- 
ing claim frequency. 

Most large airports are in the process of expanding, constructing new termi- 
nals or enlarging their runways to take jet operations. As a result, the figures 
filed with the Company Service Corporation showing the results of all Stock 
Companies doing business in New York for the policy years 1953 through 1957 
indicate a loss ratio of 51.62 percent for Airport Liability. This loss ratio leaves 
no leeway for a catastrophe loss such as we had a few years ago on which we 
paid out $750,000 for an airport accident to an airplane. 

(d) Specific mention was made in Mr. Burnard’s statement of the experience 
of one of the members of the Airport Operators Council who had his insurance 
with the USAIG. It was stated: 

“Our experience record is not bad. For the three year period ended Septem- 
ber 23, 1957, the USAIG had paid out $935.87 in claims. We are not aware of 
any large outstanding claim.” 

This statement is not quite correct. We have checked our files and believe 
we have located this risk. During the period of October 1, 1954, to October 1, 
1957, we provided a $4,000,000 Single Limit policy for a three-year premium of 
approximately $5,018. During this period, the paid losses were only $400 but 
there were eight open cases reserved at $11,450 so that total losses (paid and 
reserved) for the period of the policy were $11,950, indicating a loss ratio of 
228 percent. 

The policy expiring on October 1, 1957, was extended for a period of two 
months in order to permit the completion of extensive survey and physical 
inspection by our staff and by one of our Member Companies’ Engineering De- 
partments of the new terminal building and parking facilities to be constructed. 
The renewal policy however, runs from January 1, 1958, to January 1, 1961, 
covering a $4,000,000 Single Limit cover for a premium of $30,753.82. The 
renewal contract covers not only the old Municipal Airport insured under the 
previous policy, but also a newly opened, larger airport. Thus, instead of one 
airport, there are two. 

In view of the loss ratio for the past three years, the inclusion of the new 
airport, the addition of a new terminal building and parking facilities and the 
coming of the jets, a premium of $30,000 for the next three years can hardly 
be deemed excessive. 


DOES AVIATION INSURANCE REQUIRE THE SAME SORT OF STATUTORY EXEMPTION AS 
MARINE INSURANCE? 


The Chairman pointed out during the course of the hearing that Congress, in 
enacting Section 29 of the Merchant Marine Act of 1920, exempting pools or 
groups of Marine insurance companies from Antitrust laws, apparently consid- 
ered the operation of such pools would be in violation of the Antitrust laws. He 
then inquired why, if this were true of Marine insurance, was it not equally 
true of aviation insurance. 

The distinction is, we believe, that Section 29 of the Merchant Marine Act of 
1920 was enacted to permit the creation and operation of one pool which would 
bea monopoly. There is no monopoly in aviation insurance. 


THE AVIATION INSURANCE INDUSTRY IS SUBJECT TO REGULATION AND IS IN FACT 
REGULATE BY THE NEW YORK STATE INSURANCE DEPARTMENT AS TO ALL CLASSES OF 
BUSINESS 


All classes of aviation insurance except Hull and Liability are subject to regu- 
lation, including rate regulation, in all 48 States. Hull and Liability insurance 
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are exempt from the rate regulatory laws of all but four states—New York, 
New Jersey, California, and North Carolina. 

In view of the fact that the New York Insurance Department is the most active 
of all State Insurance Departments in exercising its regulatory powers exten- 
sively and in view of the fact that both USAIG and Associated Aviation Under- 
writers are domiciled in New York, the application of the rate regulatory laws 
of New York to all classes of aviation insurance becomes of vital import. 

The Chairman, during the hearing, expressed the hope that we would submit a 
statement showing specifically how the State of New York or any other state 
regulates the business of Hull and Liability insurance in the aviation insurance 
industry (Rec., p. 110). 

At the hearing on August 15, Mr. William C. Gould, Chief of the Property 
Bureau, Mr. Joseph Collins, Chief of the Rating Bureau and Mr. Harold Roth- 
bart, Associate Examiner of the Rating Bureau of the New York Insurance De- 
partment, testified in regard to the regulatory activities of the New York De- 
partment. There is little that we can add to their statements. They explained 
at considerable length how the State of New York regulates the business of Hull 
and Liability insurance in the aviation insurance industry. 

Mr. Gould testified : 

(1) The New York Insurance Department has sufficient authority to deal 
with conspiracies to restrain trade engaged in by insurance companies domi- 
ciled in New York (Rec., p. 506). 

(2) Such authority is not restricted to acts committed in New York and 
would be sufficient to reach agreements made by New York insurers with for- 
eign insurers to divide up aviation insurance business among them in Latin 
America (Rec., p. 507). 

(3) Such authority could deal with acts even though they affect only the 
foreign commerce of the United States and carriers outside of the boundaries 
of the State of New York (Rec., p. 507). 

(4) An examination conducted by the New York Department disclosed that 
an officer of an insurance company committed certain untrustworthy acts out- 
side of the State of New York. The Department acted in the matter and as a 
result the principal executive officer of the corporation was removed. This 
action of the Department was under the appropriate authority vested in the 
Superintendent (Rec., p. 508). 

(5) The New York Commissioner can follow the acts of a foreign company, 
licensed to do business in New York, wherever it operates throughout the 
United States or throughout the world (Rec., p. 509). 

(6) The New York Department has ample authority to deal with any prob- 
lems in connection with the discontinuance of Aero Associates (Rec., p. 569). 

(7) Section 186 (a), subsection 2 of the New York Insurance Law, having to 
do with joint underwriting pools (USAIG is such a pool) empowers the Super- 
intendent to require the discontinuance of any activity or practice of such a 
pool which he finds to be “unfair or unreasonable or otherwise inconsistent with 
the provisions of this article” (Rec., p. 570). 

(8) The New York Superintendent has taken action in respect to domestic 
insurers functioning outside the State in the so-called practice of fronting (Rec., 

. 577). 
$ (9) The New York Superintendent can deal effectively with any action, 
though done outside of New York by foreign insurers licensed in New York, 
which is inimical to the best interests of the policy holders or the people of 
the State of New York (Rec., p. 578). 

(10) The New York Superintendent has broad powers under the New York 
insurance regulatory statute to step in and to regulate, to police, to maintain the 
insurance industry (Rec., p. 578). 

Mr. Collins testified : 

(1) Although the rating sections of the New York law contain a sort of par- 
tial exemption of aviation and aircraft, the Rating Bureau of the New York 
Department has “taken the whole package whenever we review the rates and 
activities. When we examine the Aviation Insurance Rating Bureau and when 
we examine the U. S. A. I. group, we look over all of their operations as an 
entirety” (Ree., p. 520). 

(2) Aviation insurers file with the Department their rates for private business 
and pleasure planes and for a few other classes of operations (Rec., p. 520). 
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(3) Although rates for scheduled airlines and manufacturing risks are not 
filed,” the Department examines the rates and checks the experience (Rec., p. 
521). 

(4) The statistical agent of the New York Department collects statistics of 
aviation insurance and furnishes them to the Department every year (Rec., p. 
537). 

(5) The Department has full authority, and it is its duty, to order a reduction 
of rates “if there is an indication that the loss ratios are below what would be 
a fair breaking point, including profit and catastrophe reserves” (Rec., p. 540). 

(6) As a result of its 1952 examination of Aviation Insurance Rating Bureau, 
the Department recommended a reduction of rates on aircraft public liability 
but withdrew the demand when immediately subsequent losses radically changed 
the experience (Rec., p. 544). 

(7) The Department has made three formal examinations of the rates of 
USAIG and participated also in the study made by the CAB in 1944 (Rec., pp. 
552 and 553). 

(8) The Department sent copies of its 1955 examination of USAIG to five or 
six other states ‘who are supposed to be regulating” (Rec., p. 555). 

Mr. Rothbart testified : 

(1) “We review the statistics as they come in every year, whether it is avia- 
tion or any other line” (Rec., p. 550). 

(2) “The annual reports are all reviewed and if we feel that the loss ratios 
indicate revisions, we do act on it” (Rec., p. 551). 


AVIATION INSURERS MUST BE LEFT FREE TO EXERCISE THEIR INDIVIDUAL UNDERWRITING 
JUDGMENT 


In 1944, the CAB retained Dr. S. S. Huebner, for many years professor of in- 
surance at the University of Pennsylvania, as consultant in connection with its 
study of aviation insurance. Dr. Huebner had been similarly retained in 1920 
by the Congressional Committee dealing with the problems of marine insurance. 
In his testimony before the Committee, he said: 

“Aviation insurance rates, in my opinion, cannot be judged by comparatively 
short periods of past performance. Cognizance must be taken of the limited 
number of risk units engaged in aircraft flying service, prospective increase in 
the value of such units, the contemplated future changes in the characters of 
service and the extraordinary catastrophe hazard associated with this branch of 
insurance. The experimental stages seem by no means to be over. And in light 
of existing unsettled conditions, judgments rather than statistical formulae must 
be the final arbiter for the present. By way of analogy, even in Marine in- 
surance, a much older and more stabilized form of insurance than Aviation in- 
surance, judgment rating (judgment with respect to the individual insurance 
account of the insured) is still a very important factor in rate making procedure. 
Two policy holders with similar physical factors nevertheless may have differ- 
ent rates because of the difference in loss claims over a considerable period of 
time, owing to difference in operating efficiency. Rates are necessarily different 
for every Aviation line. The judgment factor in rating Aviation risks is in- 
evitable and there should be no disposition to simplify these matters by treating 
risks en masse.” 

Everything which Dr. Huebner here states still remains true. If the Ameri- 
can aviation insurance market is to be continued in a position to compete with 
the London market in what is an extremely complicated, technical business, 
fraught with colossal loss potentials to underwriters in a very highly competitive 
domestic and world market, and to keep pace with the growth of aviation, 
American aviation insurers must be left free to exercise their individual under- 
writing judgment. Federal regulation imposed on top of regulation and super- 
vision exercised by the States would, we fear, hamper more than help the avia- 
tion insurance industry and the insurance buying public. 

Respectfully submitted. 

Apert J. SmiTu, President. 


®In order that the rates charged one airline shall not be known to other airlines or 
brokers, at the request of the airlines and brokers, the New York Insurance Department 
permits the physical filing of the rates to be done in the insurers’ own offices, upon the 
understanding that they are at all times available to the Department, instead of in the 
office of the Department where they would become public property. Certainly, the fact 
that the rates of USAIG, for example, are physically filed at 80 John Street in New York 
City instead of around the corner at 123 William Street can hardly affect the question of 
whether aviation insurers doing business in New York are subject to rate regulation by the 
New York Insurance Department. 
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APPENDIX A 


Tue Srory or USAIG—AmMenrtrIcaA’s First AIRCRAFT INSURANCE GROUP SERVING 
AVIATION’S INSURANCE NEEDS CONTINUOUSLY SINCE 1928 


. United States Aircraft Insurance Group—the first Aviation Insurance Group of 
otherwise unrelated Hull and Casualty Companies to be formed in the Western 
Hemisphere—Founded June 30, 1928 


The purpose of this booklet is to give the reader a general outline of our 
origin, how we operate, why we believe in the group method of operation and 
other details of our business. Although this story has been told before, new 
developments have occurred, there are new companies and personnel to be iden- 
tified and new achievements to be noted. We believe this material will be inter- 
esting to all who are involved in Aviation insurance. 

Reep M. CHAMBERS, 
Chairman of the Board. 
ALBERT J. SMITH, 
President. 
Member companies 




















Date of 
membership 

I in ebaiswepeiumendimendtaninmaneeey July 1, 1928 
PEMCeOMes 4710 Bare SOSUTENCS C0. 6 phi enn nnn ese Do. 
Ne eepesanipaneneniniemnnryiinmemignnars Do. 
EE SE LLL AA TT Do. 
United States Fidelity & Guaranty Co__..._-__-_--___-_----_--~-~. Do. 
NS Do. 
Be Paw Bare & Serine lnsurancte Gov Apr. 1, 1929 
Hartford Accident & Indemnity Co___.--_--_-.-_________-------- Sept. 1, 1929 
nn I ER he wim been Do. 
Tree ee etlowe Jan. 1, 1930 
I EN aa edhe ertrennede Mar. 15, 1930 
I I ne ei eeeee July 1, 1930 
Nee et 1 nlaldiebidisendenincscomsquercnanevene Do. 
ee ree ert A el Jan. 1, 1934 
rn, Ser rt Pe July 1, 1934 
Springfield Fire & Marine Insurance Co______--___-____________-~. Jan. 1, 1939 
eee mney CO a July 1, 1939 
ee ee I ss Do. 
ns rn eee a Jan. 1, 1940 
Providence Washington Insurance Co_____-__-____-_____________ Do. 
American Surety Company of New York__._..____--____________- Jan. 1, 1941 
Massachusetts Bonding & Insurance Co_________________________. Do. 
Camden Fire Insurance Association___.._._._.-..______________- Jan. 1, 1942 
new Enters pire Insurence O0s. 2-2 Do. 
Standara Mecitent dneurance Co. ll. Jan. 1, 1944 
Ne Te eee ee ne ee een mceenase Jan. 1, 1946 
Pacific Insurance Company of New York___-----________________. Jan. 1, 1949 
I a tei lnereemennin rete Jan. 1, 1952 
American Employers’ Insurance Co__----._---.____-__________- Jan. 1, 1953 
Tne Raipioyers Tire tisurance Co... Do. 
The Employers’ Liability Assurance Corp., Ltd__....._.._________ Do. 
Ne ee ee een ete nbeeceaneens Jan. 1, 1955 
IBAA ps RRR PRR CS Do. 
ee ean see memreeee. ee Jan. 1, 1956 
oy 8. SE a SA Jan. 1, 1957 
OS 9 ORE a Rie a MeL Do 
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Associate companies 


American National Fire Insurance Co 

Bankers & Shippers Insurance Company of New 
York. 

Birmingham Fire Insurance Company of Pennsyl- 
vania. 

Charter Oak Fire Insurance Co 

Citizens Insurance Company of New ANT ae 

Connecticut Fire Insurance Co... aes 

Detroit Fire & Marine Insurance Co 

Empire State Insurance Co------ seit ear vaati 

Equitable Fire & Marine Insurance Oo...) 

Fidelity & Guaranty Insurance U nderwriters, Inc... 

Granite State Insurance Co. ---- sa 

Jersey Insurance Company of New York.- 

Massachusetts Fire & Marine Insurance Co. 

Minneapolis Fire & Marine Insurance Co 


CE INDUSTRY 


Sponsoring member 





Great American Insurance Co. 
Pacific Insurance Company of New York. 


National Union Fire Insurance Co. 


Travelers Indemnity Co. 

Hartford Fire Insurance Co. 

Phoenix Insurance Co. 

Great American Insurance Co. 
Agricultural Insurance Co. 

Phoenix Insurance Co. 

United States Fidelity & Guaranty Co. 
New Hampshire Fire Insurance Co. 
Pacific Insurance Company of New York. 
Great American Insurance Co. 

Phoenix Insurance Co. 


New England Insurance Co. 

New York Underwriters Insurance Co 
Northwestern Fire & Marine Insurance Co 
Old Colony Insurance Co-- 5 
Provident Insurance Company of New York.....-._- 
Rochester American Insurance Co 

St. Paul Mercury Insurance Co 

Standard Fire Insurance Co-.._--- 

Standard Insurance Company of New York.. 
Twin City Fire & Marine Insurance Co 
World Fire & Marine Insurance Co 


Springfield Fire & Marine Insurance Co, 
Hartford Fire Insurance Co, 

Hartford Fire Insurance Co. 

Boston Insurance Co. 

Royal Exchange Assurance. 

Great American Insurance Co. 

St. Paul Fire & Marine Insurance Co. 
Aetna Casualty & Surety Co. 

Aetna Insurance Co. 

Hartford Fire Insurance Co. 

Aetna Insurance Co. 








On July 1, 1928, the United States Aircraft Insurance Group (generally re- 
ferred to as the “USAIG”)—with the United States Aviation Underwriters, Inc., 
serving as Managers—commenced the acceptance of aviation risks, with head- 
quarters on the 17th floor at 80 John Street, New York, N. Y. It was the first 
aviation insurance group to be formed in the Western Hemisphere and the 
first group of otherwise unrelated Fire, Marine and Casualty insurance compa- 
nies to be organized in the United States for the writing of any class of insur- 
ance. At the start, the Group had as a nucleus eight Members in all—four Fire 
Companies and four Casualty Companies. The original four Fire Members 
were— 

National Union Fire Insurance Co. 

North River Insurance Co. 

-acific Fire Insurance Co. 

United States Fire Insurance Co. 
while the first four Casualty Members were— 

Maryland Casualty Co. 

New Amsterdam Casualty Co. 

New York Indemnity Co. 

United States Fidelity & Guaranty Co. 

Today, the Members and Associate Members total 62 and are as named on 
pages 1 and 2. The USAIG and United States Aviation Underwriters, Inc., were 
organized by Reed M. Chambers and the late David C. Beebe, both of whom were 
World War I pilots. 

The USAIG enjoys the distinction of being not only the first group of its 
kind to be organized in the United States and of introducing a new plan of opera- 
tion, but of having among its Members the only insurance companies that have 
been continuously and actively writing aviation risks in the United States since 
July 1, 1928. Further, the USAIG and its Managers constitute the only aviation 
insurance market in the United States (and perhaps in the world) that has 
operated continuously since July 1, 1928 without having been reorganized in 
some respect during that period. 


ADVANTAGES OF GROUP PLAN 


The decision to adopt the group plan of operation was based on a survey of 
European aviation and aviation insurance practices made by David C. Beebe in 


1927 and early in 1928. At that time, the only aviation insurance market in the 
United States was Barber & Baldwin, representing the Independence Insur- 
ance Company, and its Casualty affiliate, the Independence Indemnity Company. 
Because of generous government subsidies, aviation had developed to a far 
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greater extent in Europe than in the United States and it was obvious that more 
eould be learned about aviation underwriting practices in Europe than here. 
No industry could attract capital necessary for development in the absence of 
adequate and continuous insurance protection, and it was essential to create an 
aviation insurance market that offered promise of permanency. This perma- 
nency had been demonstrated in Europe, through the process of trial and error, 
by the Group Plan under which each interested company has only a modest par- 
ticipation but where all such participants could together create the needed 
eapacity. Probably more individual insurance companies have entered and 
withdrawn from aviation than any field of its size. To our knowledge, there 
is but one large group that has retired during the past 30 years—in this country, 
or elsewhere. 

The advantages of the group plan to all concerned may be summarized as 
follows: 

(a) For the benefit of assureds of the USAIG, the Group plan brings to each 
assured : 

(1) security unequalled in the aviation insurance field. (See page 23 under 
eaption “Company Participation.”’) 

(2) experience and advice of underwriters gained by handling problems of 
a larger number of assureds than underwriters acting for any one company 
individually would have the opportunity to acquire. 

(b) For the benefit of agents and brokers, the Group plan brings to agents 
of Member Companies— 

(1) facilities for a class of business that no company up to the present 
time, acting individually, has been able to offer to all branches of the 
aviation industry for more than a brief unsatisfactory, experimental period; 

(2) the ability to deliver to his assured a policy of the company he repre- 
sents or a syndicate policy, in an amount and covering hazards that a con- 
servative company would, under other circumstances, not provide. It also 
brings complete facilities for all required forms of aviation protection 
through one channel; and 

(3) brings to each broker, facilities for all required forms of aviation 
protection through one channel, and permits the broker or his assured to 
select a syndicate policy or an individual policy of a Member Fire or 
Casualty Company, and 

(4) does not take away from any agent of any Member Company any 
power or authority which he may have had prior to his company becoming 
a Member of the Group, but brings instead new facilities and a new source 
of income that he did not previously have. 

(c) For the benefit of the participating Member Companies, the Group plan— 

(1) brings to each Member Company a small share in the large spread 
developed through the combined agency and brokerage channels of all 
Members collectively. 

(2) distributes the large catastrophe hazard inherent in air risks in a 
manner not presently possible through outside reinsurance, 

(3) effects economies in operation through the maintenance of one cen- 
ee Aviation Department and the elimination of all possible duplication 
of effort, 

(4) permits the purchase of necessary outside reinsurance on a wholesale 
basis for the reason that reinsurers have the same advantage of a small 
share in the larger spread that is enjoyed by the participating direct writing 
companies themselves, 

(5) alone can produce a volume of aviation business sufficient to justify 
the expense of— 

(a).a specialized underwriting staff, 

(b) the accumulation and analysis of detailed pertinent statistics; 
(c) comprehensive investigations and surveys; 

(d) educational and loss prevention work. 

(6) relieves Home Office executives of Member Companies from pressure 
by agents to accept undesirable business for purely agency reasons, and 
permits selective underwriting by the Managerial staff, 

(7) provides the advantages enumerated above without destroying the 
identity or individuality of the participating Member Companies. 
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THE MANAGERS OF THE USAIG 


The United States Aviation Underwriters, Incorporated (see pages 19 and 20 
for departmental and service offices) have from the beginning served as Man- 
agers of the USAIG, as well as the Aviation Department of each Member Com- 
pany individually. As previously stated (on page 1), both the USAIG and 
United States Aviation Underwriters, Incorporated were organized by David C. 
Beebe and Reed M. Chambers, then President and Vice President, respectively. 
Prior to 1928, tor some seven years, David C. Beebe had been in the Marine Depart- 
ment of Marsh & McLennan, and Keed M. Chambers was President and General 
Manager of one of the first contract airmail carriers in the United States, Florida 
Airways. 

The United States Aircraft Insurance Group (USAIG) is not a corporate 
entity and the title is in effect the tradename under which the Member Com- 
panies operate in the aviation field. The management corporation, United States 
Aviation Underwriters, Incorporated, is a corporation tormed under the laws 
of the State of New York. 

As euch colupany joined the USAIG, it extended to the Managers exclusive 
worldwide authority to accept or reject proposals, name rates, and issue binders 
or policies of insurance or reinsurance on its behalf covering aviation risks of 
the type agreed upon, and to assume net for the Company’s account its agreed 
share of the liability and the premiums in that section of the Group—Huil or 
Casualty—of which it had become a Member. All reinsurance—Share, Excess of 
Line, and Excess of Loss—required to increase the capacity of the Group beyond 
the combined net retention of the Members of a given section is arranged by the 
Managers of the Group for joint account, and not by the Member Companies 
individually. 

Since the death of Mr. Beebe in 1950, the Group has been managed by Mr. 
Chambers, now Chairman of the Board, assisted by a capable staff of executives 
whose yeurs of service extend back to 19z5. For particulars of the personnel 
of the Aviation Managers, see page 19. 


COMPANY RELATIONSHIP—CENTRALIZED UNDERWRITING 


The USAIG was founded upon and has been developed in conformity with 
the principle of centralized underwriting together with the centralization of all 
other related activities. In few other classes of insurance have the problems of 
fire, marine and casualty companies been more closely related or more inter- 
dependent than in aviation, requiring the utmost cooperation and mutual under- 
standing. Since the insurance needs of Aviation embrace types of coverage 
written by Fire and Marine Companies, in addition to classes of protection 
written by Casualty Companies, the USAIG is comprised of two divisions—(1) 
The Hull Section and (2) The Casualty Section. Originally, the Fire and 
Marine Member Companies belonged to Section 1 and the Casualty Meuibers to 
Section 2 but with the coming of Multiple Line Underwriting, many of the Mem- 
ber Companies are now in both Sections, thereby providing their agents with 
both Hull and Casualty facilities. An aircraft risk frequently involves cover- 
ages written by both fire and casualty companies. An offering that presents a 
desirable risk for the fire companies may, at the same time, be must undesirable 
for the casualty section and vice versa. It is self-evident that in the conduct of 
the USAIG neither the fire nor the casualty section can be sacrificed for the 
benefit of the other. The declination of what may be desirable business to one 
section for the protection of the other is not an uncommon occurrence. 


COMPANY GUIDANCE—ADVISORY COUNCILS 


Aviation is constantly creating many new insurance problems. Since its in- 
ception, the USAIG has believed that the solution to any problem could be found 
in pursuing a conservative underwriting policy, maintaining complete and com- 
presensive statistics, and being familiar with and understanding the portent of 
all new aeronautical developments and aids to aviation. Also, while both aero- 
nautics and certain phases of aviation require an understanding of subjects 
normally not included in the experience of the average insurance company 
executive, the USAIG is of the opinion that the same basic principles, which 
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time proved sound in the development of insurance generally, apply with equal 
force to aviation. In order to bring to the centralized management the benefit of 
seasoned advice, the USAIG is operated under the guidance of two Advisory 
Councils. 
The Hull Division is conducted by the Managers, under the supervision of ‘ 
the Hull Advisory Council on which each Member in this Division is represented 
by one of its chief executives. In like manner, the Casualty Division is subject to 
the supervision of the Casualty Advisory Council, on which each Member is 
represented by one of its chief executives. Matters of general policy affecting 
the USAIG are dealt with by both Councils jointly. ‘ 
Periodically, Advisory Council representatives are furnished by the Managers 
with underwriting exhibits prepared on a basis of earned premiums and incurred 
losses. Each Advisory Council meets at least twice a year. These Councils make 
available to the Managers the experience and counsel of men having a broad 
experience in all fields of insurance. Such success as the USAIG may have 
attained is attributable to the unselfish sacrifices and contributions of Advisory 
Council Members, and no Managers of any Group have ever enjoyed a finer 
cooperation than has been the case in the USAIG. The Membership of these 
Councils, constituting the main spring or nerve center of the USAIG, is changing 
constantly but, as presently made up, is as follows: 


Hull Advisory Council 


Clinton L. Allen, president, Aetna Insurance Co. 

R. H. Bancroft, vice president, St. Paul Fire & Marine Insurance Co. 

Thomas H. Bivin, vice president, Great American Insurance Co. 

Kenneth E. Black, president, The Home Insurance Co. 

Howard S. Bush, vice president, Springfield Fire & Marine Insurance Co. 

Roy E. Carr, president, Providence Washington Insurance Co. 

Kenneth E. Chapman, vice president, Agricultural Insurance Co. 

George E. Day, president, United States Casualty Co. 

Frank F. Dorsey, executive vice president, United States Fidelity & Guar- ' 
anty Co. 

Brice M. Draper, vice president-secretary, Hartford Fire Insurance Co. 

William T. Harper, chairman and president, Maryland Casualty Co. 

Cyril S. Hart, president, Boston Insurance Co. 

Kenneth B. Hatch, president, Reliance Insurance Co. 

A. E. Heacock, president, Pacific Insurance Company of New York. 

Harold B. Kiefer, vice president, Aetna Insurance Co. 

Edward A. Larner, president, The Employers’ Fire Insurance Co. 

Elner J. MacLeod, vice president, New Amsterdam Casualty Co. 

Harold C. McAllister, vice president, New Hampshire Fire Insurance Co. 

Robert F. Miller, vice president, National Union Fire Insurance Co. 

Allen M. Mills, president, Camden Fire Insurance Association. 

John A. North, president, Phoenix Insurance Co. 

Neville Pilling, United States manager, Zurich Insurance Co. 

Henry C. Pitot, United States manager, The Royal Exchange Assurance. 

Alexander L. Ross, chairman, Crum & Forster Cos. 

D. R. Sibley, vice president, Aetna Casualty & Surety Co. 

Earl B. Van Vorst, vice president, Massachusetts Bonding & Insurance Co. 

Robert Wareing, second vice president, The Travelers Indemnity Co. 

Edward A. Warnica, Sr., vice president, Standard Accident Insurance Co. 
Casualty Advisory Council 
J. Harry Bibby, executive vice president, United States Fidelity & Guaranty 
Co. 

Thomas H. Bivin, vice president, Great American Indemnity Co. 

Kenneth E. Black, president, The Home Indemnity Co. 

Seymour L. Braman, vice president, Pacific Insurance Company of New York. 

Howard S. Bush, vice president, Springfield Fire & Marine Insurance Co. 

Roy E. Carr, president, Providence Washington Insurance Co. 

Kenneth E. Chapman, vice president, Agricultural Insurance Co. 

Wallace J. Falvey, president, Massachusetts Bonding & Insurance Co. 

William T. Harper, chairman and president, Maryland Casualty Co. 

Cyril S. Hart, president, Boston Insurance Co. 

Charles J. Haugh, vice president, The Travelers. 

Reese F. Hill, vice president, Crum & Forster Cos. 

Wilson C. Jainsen, president, Hartford Accident & Indemnity Co. 
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Harold B. Kiefer, vice president, Aetna Insurance Co. 

W. E. King, vice president, St. Paul Fire & Marine Insurance Co. 

Edward A. Larner, president and United States general manager, Employers’ 
Group. 

Guy E. Mann, vice president, Aetna Casualty & Surety Co. 

William E. McKell, chairman and president, American Surety Co. 

Allen M. Mills, president, The Camden Fire Insurance Association. 

J. Arthur Nelson, chairman, New Amsterdam Casualty Co. and United States 
Casualty Co. 

John A. North, president, The Phoenix Insurance Co. 

Neville Pilling, United States manager, Zurich Insurance Co. 

Henry C. Pitot, United States manager, The Royal Exchange Assurance. 

A. A. Roberts, vice president, Reliance Insurance Co. 

Edward A. Warnica, Sr., vice president, Standard Accident Insurance Co. 


COOPERATION 


If the USAIG has served no other useful purpose, it stands forth in the 
insurance business as a whole, as a brilliant and worthwhile example of what 
can be accomplished by fire and casualty companies working together for a 
common purpose. Unquestionably, such success as the USAIG has attained is 
directly due not only to the relationship existing between the interested Member 
Companies but to the cooperation and mutual confidence which has existed from 
inception between the Member Companies and the Managers. 


CENTRAL CLAIMS ORGANIZATION 


The only true test of the value of aviation casualty insurance is demonstrated 
after an accident. First, financial security is essential and, second, the ability 
to properly look after the needs and protect the interests of an insured where 
and as required. To provide a proper aviation claims service necessitates an 
efficient and permanent nationwide claims organization which the casualty 
companies of the USAIG collectively furnish in an unequalled manner. 

Recognizing that aviation accident claim work is a gap in the experience of 
most liability insurance adjusters, the USAIG selected, and has developed with 
success, a method of handling aviation casualty claims that has proved effective 
and efficient and assures agents of Member Companies that they and their clients 
will receive the type of service a USAIG insured wants and deserves. The 
problem of supplying aviation experience to field claim offices has been solved 
by establishing the Central Claims Office in New York through which all USAIG 
casualty claims are funneled. The Central Claims Office is staffed by lawyers who 
have had training and experience both in insurance claims work and in aviation. 
This specialized office is responsible for coordinating and supplementing the 
experience of the field claims offices of Member Companies to whom USAIG claims 
have been assigned, a plan through which the central office gains accumulative 
experience of all casualty claims under USAIG coverages domestically and 
throughout the world. Information and experience thus gathered, is immediately 
available to assist Member Company claims people in the field. There is no 
parallel for this combined claims organization in numbers, expert training, 
quality and geographic distribution. 

For the purpose of bringing to aviation in general, and the insureds of the 
USAIG in particular, the knowledge and training of men considered among 
the leading casualty claims executives of the country, the Central Claims Office 
is under the supervision of a third Council known as the Casualty Claims 
Council. 


HULL CLAIMS 


The Loss Department of the Aviation Managers adjusts and settles all hull 
losses occurring under Aircraft hull policies. Recognized adjustment organiza- 
tions and independent adjusters throughout the country, experienced in the 
handling of aircraft losses, are used as surveyors rather than adjusters; that is, 
all reports and recommendations of adjusters are submitted to the Hull Loss 
Department for consideration before the final amount of loss is agreed upon. 
All hull losses should promptly be reported to the Aviation Managers’ nearest 
office or branch office so that the best qualified adjuster with experience in air- 
plane loss settlement may be assigned. In view of the highly specialized nature 
of aircraft repair, it is sometimes necessary to send a more experienced adjuster 
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from a considerable distance rather than to use the services of the one nearest 
the scene of the accident. 

Every attempt is made to give assureds fair and equitable settlements of 
hull losses as promptly as possible. We believe that the service rendered over 
the years to assureds on hull losses has contributed greatly to the success of 
the USAIG. 

To date, the Aviation Managers have adjusted over 24,000 hull losses, with 
total payments of approximately $60,000,000.00. 


USAIG ASSOCIATE MEMBERSHIP 


In order to provide agents of Member Company affiliates with aviation facili- 
ties, many such companies have been qualified as Associate Members. The 
Group has, at the present time, 25 Associates as named on page 2 together with 
their sponsoring Members. 

Associate Members assume no liability in the writings of the Group, but 
policies are available to the agency organizations of these Associate Members 
on specific request. In cases where policies are issued in the names of Associate 
Members, the sponsoring Members are considered the companies of issue. Indi- 
vidual policies only, i. e., policies in the name. of an individual Associate Member, 
are available and no syndicate policies naming all Associate Members are issued 
as in the case of the Member Companies themselves. 


NO DIRECT BUSINESS 


The Managers of the USAIG do not write and will not accept any direct busi- 
ness and all offerings must be submitted through qualified agents and brokers, 
Each Member Company has acquainted its agents with the aviation facilities 
afforded and comprehensive instructions for use in soliciting and handling 
aviation risks by producers are furnished upon application to the Managers, 
Occasionally, business comes directly to the Group but in each such case the 
assured is obliged to designate that agent or broker whom he desires to look 
after his interests. 

AGENCY REPRESENTATION 


Neither the USAIG nor the Managers thereof have any authority to appoint 
agents of any class to represent the Group solely for aviation insurance purposes, 
The only representatives of the Group are the bona fide representatives of the 
individual Member and Associate Member Companies. For further particulars, 
please refer to “Commissions” below. 


COMMISSIONS 


The rate of commission allowed to qualified licensed producers on all classes 
of aviation business written through the USAIG is 10%, except in respect to 
Workmen’s Compensation in those states having a lower commission payable to 
local agents, and Basic Airsurance. On Basic Airsurance (individual accident 
insurance for scheduled airline passengers) the commission allowance is 1714%. 

To bona fide general agents of Member Casualty Companies and Member and 
Associate Member Fire Companies an overwriting commission of 5% is allowed 
on all classes of business with the exception of Workmen’s Compensation where 
the overwriting allowed is 244%, and Basic Airsurance where the overwriting 
is 744%. 

The agency department of each Member and Associate Member Company has 
filed with the Managers of the USAIG a list of their respective general agents, 
and the Aviation Managers are permitted to allow the general agency overwriting 
commission only to those agents so designated. These designated general agen- 
cies will be entitled to the overwriting commissions only when all transactions 
are handled between the general agency and the Aviation Managers. 


PERSON NEL 


There is more to an aviation pool than policies and office space. The real 
assets of an organization lie in its people who give it true life and character. 
USAIG employees have an ability which stems from their extensive background 
of training and experience both in aviation and insurance. As previously ex- 
plained, the Founders of the USAIG were World War I pilots, Mr. Beebe having 
subsequently acquired Marine insurance experience and Mr. Chambers gaining 
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commercial aviation knowledge through the operation of Florida Airways, which 
subsequently became Pan American Airways. 

By far the largest number of those who make up the Executive Underwriting 
and Production Departments of the Managers, either were or still are qualified 
aircraft pilots. Because of the fact that a closer personal relationship exists 
between an aviation underwriter and his insureds, than is to be found in other 
classes of insurance, it is necessary for the underwriter to “speak the language of 
aviation” and to understand and be sympathetic toward its problems in order 
to command the respect necessary to promote cooperation. Those with whom 


Member Company Home Offices, field representatives and producers are most 
likely to come in contact with, are— 


New York Home Office, 80 John Street, New York 38, N. Y..: 
Administrative Personnel: 
Reed M. Chambers, chairman of the board 
Albert J. Smith, president 
Richard 8. Anderson, vice president 
Henry N. Beers, vice president 
Woodrow J. Van Hoven, vice president 
Lawrence Wilkinson, vice president 
Donald Havens, secretary 
Lillian Rogers, treasurer 
George I. Whitehead, director of claims 
Walter F. Peters, assistant secretary 
James O. Fortuna, assistant secretary 
John G. Piegari, assistant secretary 
Louis H. Hamel, assistant treasurer 
Richard 8S. Brockway, assistant treasurer 
Eastern Department: 80 John Street, New York N. Y., J. S. White, manager 
Western Department: James R. Graham, resident vice president (address 
Chicago office ) 
Chicago Branch Office: 141 West Jackson Boulevard, Chicago, Ill., M. G. 
Hocker, manager 
Dallas Branch Office: Vaughn Building, Dallas, Tex., H. B. Somerville, 
manager 
Houston Office: 3400 Montrose Boulevard, Houston, Tex., BE. A. Schoen, 
manager 
Pacific Department: J. R. West, resident vice president (address Los Angeles 
office ) 
Los Angeles Branch Office: 724 South Spring Street, Los Angeles, Calif., 
Harris Goodrich, manager 
San Francisco Office: 244 California Street, San Francisco, Calif., J. J. 
White, manager 
Southern Department: 712 West Peachtree Street, NW, Atlanta, Ga., Casper S8. 
Whitner, Jr., resident vice president 


RISKS INSURED 


Noteworthy among the many important aviation risks insured by the USAIG 
are the first flight conducted entirely blind for the Guggenheim Foundation, by 
Jimmy Doolittle, the first non-stop coast-to-coast passenger flight in less than 
twelve hours, the first accident insurance for pilots in the Armed Services, 
London to Melbourne race entry of the 247 D flown by Roscoe Turner, high 
altitude balloon flights, sponsored by the National Geographic and carried 
out by Captain Stephens, each, in its way, a forward step in the art of flying. 
Further carrying out its original aim in support of aviation advancement, the 
USAIG is proud to record providing insurance coverage on test flights of such 
famous aircraft as the 314 Boeing Clipper, B-19, B-24, DC-8 and the DC-7. 
As stated on many occasions, it has always been the purpose of the Group to 
lend its strength to those ventures offering the greatest aid to the industry. 
Following this precept, the USAIG was (1) the lead underwriter in providing 
coverage for the first American jet transport, Boeing 707, valued for insurance 
purposes at $7,500,000 and (2) a participant in the insurance on the second 
American jet transport, Douglas DC-8. 
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FOREIGN BUSINESS 


While the bulk of the business written by the Group originates in the United 
States, an increasing amount of desirable writings now comes from South 
America. This is both on a direct and reinsurance basis, a condition governed 
by local laws of the country of origin. In addition the Group has a limited 
participation in most of the important European airlines. The Foreign Depart- 
ment, while the youngest, is the fastest growing division of the USAIG. 


INTERNATIONAL UNION OF AVIATION INSURERS (IUAI) 


The IUAI was organized in 1933 by aviation insurance pools of several Euro- 
pean countries. The prime purpose of this organization was to deal with the 
mounting problems of international air travel and the development of aviation 
along sound lines. It has no control over rates of premium charged or con- 
ditions of coverage established by its Members but, in many other respects, is 
similar to the International Union of Marine Insurers. 

The USAIG first became a member of the IUAI in March, 1935, and to date 
remains the only representative of the United States aviation insurance market 
in this association. The purpose of membership was twofold—first, to keep 
informed on what aviation insurers in other countries were doing for their 
air commerce and, two, to provide emergency facilities in the event of accidents 
in areas where no American companies would otherwise have servicing facil- 
ities. In this respect, the USAIG established a precedent by handling the 
interests of foreign underwriters following the destruction of the Hindenburg 
in 1937. 

The IUAI has performed an invaluable service in dealing with international 
treaties such as the Warsaw Convention and the Salvage and Collision Con- 
ventions. 

COMPANY PARTICIPATION 


The following types of policies are issued through USAIG: 
Syndicate Aircraft Hull 
Syndicate Aircraft Liability 
Syndicate Airport Liability 
Individual Aircraft Hull 
Individual Aircraft Liability 
Individual Accident 

With respect to Workmen’s Compensation and Comprehensive General Liability 
coverages, the policy forms of the Member Companies are used. 

As a general rule, because the syndicate forms emphasize the group strength 
in each policy, they are used whenever practicable, unless the Managers are 
specifically requested by the producing agent or broker to issue a policy in the 
name of a company selected by them or their assured. Notwithstanding the 
type of policy issued, every risk insured is in effect reinsured with all other 
Member Companies in the same section, thereby affording security unequalled 
in the aviation insurance field. 

By agreement among the Member Companies, every member of each section 
(Hull or Casualty) agrees to assume a specified percentage of all risks insured 
by any Member of such section. Furthermore, if any Member defaults, through 
insolvency or otherwise, the other Members of that section agree to assume 
the portion of the risk held by such defaulting Member. 


SUPPLIES AND INFORMATION 


Information with respect to various classes of business written through the 
USAIG will be furnished promptly on receipt of request addressed to the Home 
Office of the USAIG, or any of its Branch Offices. Since the inception of the 
Group, the Managers have constantly endeavored to simplify the writing of 
aviation insurance for the benefit of agents and assureds and they feel that 
the present policy forms and applications show that material progress has been 
made in this direction. 

In respect to Aircraft Hull and Liability coverages, agents are asked to submit 
completed applications based on which the Aviation Managers will provide them 
with premium quotations by return mail. 

The National Bureau of Casualty Underwriters has rating authority over 
Airport Liability, and allied coverages such as Hangarkeepers’ Liability, Products, 


whee tw or wy 


vs 


= 


THE INSURANCE INDUSTRY 417 


and Airmeet Liability, hence it is necessary for the Managers to submit applica- 
tions for these coverages to the National Bureau for rating. 


APPENDIX B 


Partial list of known American aviation risks insured by direct policies of London 
market (as of September 1957) 
Estimated 
Airlines: annual premium 


Braniff, Capital, Delta $2, 879, 014 
Panagra 381, 310 
United Air Lines (hull and casualty excess covers) 750, 000 
I a een ch cna a degre tansed 416, 062 
Chicago Helicopter Airways 23, 625 
North Central Airlines 49, 545 
Riddle Airlines 196, 031 
Trans-Ocean 227, 914 
SO ON WI sisi mr sentsgneninttptadinaghec petimicntenlopenen abet ca diinieeas 123, 750 
Alaska Airlines 86, 250 
Southern Airways 44, 000 
‘apital Airways 140, 600 
Trans-Pacific 30, 000 
5 small lines in Alaska 273, 000 
Caribair 18, 150 


Total airlines 638, 651 


Manufacturers: 
Aircraft Builders Council 
insurers) 2, 450, 000 
Lockheed Aircraft Co 250, 000 
Vertol 22, 875 


Cessna 27, 500 
Hiller helicopters 25, 000 
McDonnell 23, 200 


Total manufacturers 2, 798, 575 


Grand total 


APPENDIX © 
ZURICH INSURANCE Co., 
Chicago, Iil., August 20, 1958. 
Re subcommittee of Senate Judiciary Committee hearings on aviation insurance. 
Mr. DonAaLp HAVENS, 
Haight, Gardner, Poor & Havens, 
New York, N. Y. 


Dear Mr. Havens: I give you herewith our views of certain aspects of mat- 
ters on which testimony has been given before the subcommittee, of which 
Senator Joseph C. O’Mahoney is chairman, affecting Aero Associates, Inc., and 
certain of its history. 

Zurich Insurance Co., on request made by one of its important agents in be- 
half of Stewart Smith & Co., Inc., was invited to become a joint underwriter 
under the management of Aero Associates, Inc., in early 1954. Negotiations 
resulted in Zurich becoming a joint underwriter under the management of Aero 
effective August 1, 1954. This was our initial entry in the business of aviation 
insurance. In early 1955 we had great difficulty in securing from Aero Asso- 
ciates, Inc., information necessary to the preparation of our annual statements, 
required by the 48. States and the District of Columbia. We had to conclude 
that Aero’s management was not efficiently recording the business, and we 
were quite unhappy in consequence. Concurrently it became increasingly clear 
that the ownership of Aero Associates, Inc., being 50 percent in the hands of 
Stewart Smith & Co. and 50 percent in the hands of persons connected with 
another insurance company, created suspicions in the minds of insurance brokers 
and agents as to the availability of information in the files of Aero Assoeiates, 
Ine., to Stewart Smith & Co., Inc., to the detriment of the control of business 
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by such brokers and agents. We were satisfied that no foundation existed, in 
fact, for such concern, but we were equally satisfied that the concern neverthe- 
less was real. We reached a conclusion that Stewart Smith & Co.’s substan- 
tial ownership in Aero Associates, Inc., (they being also the Lloyds brokers with 
all the facilities of London at their command), militated against the future 
growth and development of Aero Associates, Inc., and additionally served as 
a serious obstruction to the securance of additional joint underwriting com- 
panies in Aero Associates, Inc., to increase Aero’s capacity. 

We were committed to a participation in Aero’s activities. While this was 
terminable, we do not lightly enter a new line of business and then withdraw. 
Thus we felt that, if we could purchase the control of Aero Associates, Inc., we 
could remove the above-recited disabilities under which it was operating. We 
approached Mr. George Stewart of Stewart Smith & Co., Inc., with these argu- 
ments and suggested that we would like to discuss a purchase of the stock of 
Aero Associates, Inc. In due time we made an offer to him, and we paid a price 
for the stock, which we consider more than fair, even liberal. Stewart Smith 
& Co., Inc., was not “forced” to sell its stock. If we had felt we could “force” 
the owners to sell, we most certainly would have driven a much harder bargain 
for the purchase than we did. No pressure was exerted upon Mr. George 
Stewart in these negotiations. The arguments used were those only which bore 
upon the best interests of Aero Associates, Inc., first ; its companies, second ; and 
Stewart Smith & Co., Inc. I believe Stewart Smith’s decision was freely made 
in the light of their conviction as to these facts. 

Despite our acquisition of Aero Associates, Inc., stock, our efforts to bring 
in additional companies were fruitless except for three United States licensed 
reinsurers, which took a part of the substantial share of Aero’s commitments, 
which had been assumed by the Zurich Insurance Co., to help to do a more ef- 
fective job. The explanation for the difficulty in interesting other companies 
undoubtedly lies in the fact that, during the period of our participation. as a 
joint underwriter, under the management of Aero Associates, Inc., the competi- 
tion for available business was of sufficient volume and intensity from all of 
the competing markets—both United States and foreign, so that Aero Associates, 
Ine., produced only underwriting losses for its joint underwriters. The under- 
writing results from Aero’s management operations for its joint underwriters 
were as follows: 
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Beginning in 1956, conditions in the fire and casualty business produced many 
new problems requiring most of management’s time. The concurrent aviation 
insurance problems were increasing to the point where they demanded more of 
management’s time than was available. 

Additionally, some of the airlines insured by Aero Associates, Inc., were con- 
sidering, or had contracted for, jet ships requiring a per-ship capacity of $5 mil- 
lion or more for the hull coverage and from $4 to $5 million for the liability cover- 
age. It became clear that Aero Associates, Inc., with its then roster of joint 
underwriting companies, could not for long compete successfully in the airline 
aviation insurance field. Neither had Aero any ground for hope of acquiring 
additional joint underwriting companies. 

In view of these conditions, we sought a solution which would— 

(a) Permit us to remain in the aviation insurance business; 
(b) Relieve us of the management problems of Aero and its loss-producing 
potential. 

In consequence, we initiated discussions with United States Aviation Under- 
writers, Inc., and became one of the joint underwriters of the United States Air- 
craft Insurance Group, effective from January 1, 1958. As of March 1, 1958, 
Aero Associates, Inc., ceased to write new and renewal business. 

From our experience we express the considered opinion that— 

(1) Competition of an aggressive nature has existed for all types of avia- 
tion insurance to the point where defense of business by all underwriters 
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against the efforts of both domestic and foreign insurers to take over such 
business has resulted in a “buyer’s” market. 

(2) Of the business which Aero Associates, Inc., had on its books when 
it ceased its active life, only about 14.2 percent is currently being under- 
written by United States Aviation Underwriters, Inc., even with our best 
efforts to hold such business. This latter fact would seem to indicate that 
there is no present shortage of competing markets. 

The course of action which we adapted was taken only after the most search- 
ing study of the available alternatives. It was taken most reluctantly, and prin- 
cipally because we felt— 

(a) A share of airline business was essential to our continued operation, 
since such business represented 30 to 40 percent of our total premium income. 

(bo) Without substantial additions to Aero’s joint underwriting companies, 
our already strained capacities made impossible the assumption of the 
increased exposures inherent in jet operations. 

(c) We had failed to interest additional joint underwriting companies in 
the Aero venture. 

The decision was taken on our exclusive initiative. It was not based upon 
any approach to us by the United States Aviation Underwriters, Inc. In fact, 
during the negotiations, Mr. Albert J. Smith, of United States Aviation Under- 
writers, Inc., suggested that Associated Aviation Underwriters might offer us 
more favorable terms. The action did not have for its purpose the closing of 
the market. It was taken solely because we no longer could see an effective and 
profitable operation in Aero. Aside from our share of the underwriting losses 
suffered by Aero’s joint underwriters, we now expect that Aero’s assets, when 
applied against the cost of Aero’s stock, will produce a loss for use of approxi- 
mately a quarter million dollars. 

I am writing you this letter because it is my feeling that Senator O’Mahoney’s 
subcommittee will be interested in the actual reasons which resulted in the 
demise of Aero Associates, Inc. 

Kindest regards. 

Sincerely yours, 


NEVILLE PILLING, United States Manager. 


APPENDIX D 


SOME PRACTICES CONSIDERED UNSOUND AND HARMFUL TO THE AVIATION INSURANCE 
INDUSTRY 


1. The inclusion in one policy of Hull and Liability risks with premium based 
on total passenger miles flown or, alternatively, on the total value of the hulls 
insured. 

2. The removal of policy restrictions against violation of government regula- 
tions of civil aviation. 

3. The inclusion of so-called profit commission arrangements under which 
premiums are returnable to the assured, sometimes without return of commission 
by the broker, without consideration of the true cost of the business. 

4. The blanket waiver of subrogation against prime manufacturers and manu- 
facturers of component parts of new aircraft. 

5. The insuring of new type aircraft at the same rates as old types without 
allowance for the fact that new type aircraft always raise new mechanical and 
design problems. 

6. The writing of a three year policy for a 2% year premium without collection 
of the full premium in advance. 

7. The insuring of a fleet against hull losses, without limitation upon the 
amount of loss payable for any one occurence. 


ASSOCIATED AVIATION UNDERWRITERS (CHUBB & SON, MARINE 
OFFICE OF AMERICA) HULL AND CASUALTY AVIATION INSURANCE 
AGREEMENT, DECEMBER 1, 1956 


Whereas, on or about the 4th day of December, 1928, insurance companies 
under the management of Chubb & Son, referred to as “Group A”, and insurance 
companies represented by Marine Office of America, referred to as “Group B”, 
organized Associated Aviation Underwriters under agreements which have been 
amended and supplemented from time to time; and 
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Whereas, said agreements, as amended and supplemented, are to be restated in 
a single instrument to be known as “Hull and Casualty Aviation Insurance 
Agreement.” 

Now, therefore, it is hereby agreed by and between 

Alliance Assurance Company, Limited, Centennial Insurance Company, Fed- 
eral Insurance Company, Fireman’s Fund Insurance Company, General Accident 
Fire and Life Assurance Corporation, Ltd., The London Assurance (Marine), 
The London & Lancashire Insurance Co., Ltd., The Marine Insurance Company 
Limited, Merchants Fire Assurance Corporation of New York, National Fire 
Insurance Company of Hartford, The Sea Insurance Company Limited and 
Vigilant Insurance Company, by Chubb & Son, as Managers and/or Agents, 
hereinafter referred to as Group A companies, parties of the first part, and The 
American Insurance Company, The Continental Insurance Company, Fidelity- 
Phenix Fire Insurance Company of New York, Firemen’s Insurance Company of 
Newark, New Jersey, Glens Falls Insurance Company, The Hanover Fire 
Insurance Company, Niagara Fire Insurance Company, Commercial Insurance 
Company of Newark, N. J., Commercial Union Assurance Company, Limited, 
The Fidelity and Casualty Company of New York, The Metropolitan Casualty 
Insurance Company of New York and The Ocean Accident and Guarantee Cor- 
poration, Limited, by Marine Office of America, as Managers and/or Agents, 
hereinafter referred to as Group B companies, parties of the second part, as 
follows: 

ARTICLE I. NAME AND PURPOSE 


Said insurance companies, the parties hereto, make this Agreement with each 
other for the purpose and object of maintaining and operating in common an 
Aviation Department to transact the classes of insurance hereinafter described, 
subject to the terms, conditions and limitations hereinafter mentioned, under 
the name of “ASSOCIATED AVIATION UNDERWRITERS,” hereinafter referred to as 
“ASSOCIATED.” 

This Agreement shall be known as the “HuLL ANp CASUALTY AVIATION INSUR- 
ANCE AGREEMENT.” 


ARTICLE II. DIVISION OF BUSINESS AND PROFIT AND LOSS 


The business of ASSOCIATED shall be divided equally between Group A com- 
panies and Group B companies ; however, the participation of each Member Com- 
pany in any profit or loss from the business written under this Agreement shall 
be the same as its underwriting participation hereinafter set forth. ASSOCIATED 
shall account for such business as hereinafter provided. 


ARTICLE III. TERM, TERMINATION AND WITHDRAWAL 


This Agreement shall continue without limit but may be terminated at mid- 
night on any 30th day of November provided written notice of termination is 
delivered at least ninety (90) days prior thereto by either Group to the other; 
for Group A companies, such notice shall be addressed to Cuuss & Son, 90 John 
Street, New York City, and for Group B companies to MARINE OFFICE OF AMERICA, 
116 John Street, New York City, provided, however, that any Member Com- 
pany may, notwithstanding the provisions of this article, withdraw from this 
Agreement at midnight on any 30th day of November, provided written notice 
of withdrawal is delivered at least ninety (90) days prior thereto by such Mem- 
ber Company to each of the Groups at the addresses shown above. 


ARTICLE IV. TERRITORY 


This Agreement relates to all risks outstanding and to all risks bound and/or 
accepted hereafter, in accordance with the terms hereof, and covers the classes 
of insurance hereinafter described and written as herein provided on belalf of 
the Member Companies in any part of the world (as may from time to time be 
authorized by the Directors) when accepted by the Manager and approved by 
the Directors as hereinafter provided. 


ARTICLE V. Bustness To Be TRANSACTED: MANAGEMENT 


A. CLASSES OF INSURANCE 


This Agreement relates to and covers— 
1. All kinds and classes of property insurance on aircraft and all kinds of 
property and interest therein in respect to, appertaining to or in connection with 
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any and all risks or perils of aerial navigation, transit or transportation, includ- 
ing builders and disbursements risks and liability for loss of or damage to any 
property arising out of or in connection with the construction, repair, operation, 
maintenance or use of aircraft, except the following kinds of insurance: regis- 
tered mail insurance, property owners insurance against aircraft damage, and 
transportation insurance (meaning transportation insurance customarily under- 
written by Chubb & Son and Marine Office of America). 

2. All kinds and classes of casualty insurance in connection with the construc- 
tion, repair, maintenance, operation or use of aircraft, including public liability, 
passenger liability, property damage, workmen's compensation, employers’ lia- 
bility, products liability, health insurance for flying and ground crew members 
and personal accident insurance for pilots, passengers or others, and all kinds 
and classes of casualty insurance in connection with the maintenance, operation 
and use of airports, including public liability and property damage, excepting 
that workmen’s compensation, public liability and property damage insurance 
for factory operations (excepting airport, test field and flight operations) of 
manufacturers of aircraft, aircraft engines and other aircraft components may 
not be written without the prior written approval of the Directors in each case. 

Whenever the word “Aircraft” is used in this Agreement, it shall be under- 
stood to include any missile or other air device. 

Automobiles do not come within the scope of this Agreement, except that auto- 
mobile insurance may be underwritten by Associated provided such insurance 
is issued as part of an aviation policy written under or pursuant to a rating 
plan sponsored by the United States of America or a department thereof, subject 
to such limits as required thereunder. 


B. INSPECTION, MEDICAL AND ADJUSTMENT SERVICES 


The facilities and field staff of any Member Company shall be available and 
may be used for the benefit of the Associated in connection with risks accepted 
or considered under this Agreement, both as regards the inspection of such risks 
and the adjustment of claims and furnishing of medical care in respect to any 
claims that may arise or any other services in connection with such risks. Un- 
less otherwise agreed in writing, the reasonable charges for such services shall 
be apportioned, borne and paid for by the Member Companies in the same 
proportion as their respective underwriting participations hereinafter set forth. 

Any Member Company shall be at liberty to investigate such claims and cases, 
under its own policies, without availing itself of the aforesaid facilities and 
staff as said Member Company may from time to time elect. 


©. REINSURING PRIVILEGES 


Associated shall arrange reinsurance in such amounts as the Directors from 
time to time shall prescribe. All such reinsurance shall be for the account of 
all Member Companies in proportion to their respective underwriting participa- 
tions in the business of Associated. 

Each Director is authorized to arrange reinsurance for the benefit of the 
Member Companies of his respective Group. 

Each Member Company is authorized to arrange reinsurance for its own 
account. 

D. MANAGEMENT 


The management, supervision, direction and control of the business contem- 
plated hereunder, especially with respect to instructions to the Manager and 
Underwriters, acceptance and rejection of risks, administration, expense, forms 
of policies and other instruments of insurance, the opening, closing and handling 
of one Or more bank accounts, apportionment and collection of expenses, adjust- 
ment, payment and settlement of losses, rejection and litigation of claims, pay- 
ment of premiums, salvages and recoveries, shall be under the sole direction and 
control of the members of the copartnership of Chubb & Son on behalf of 
Member Companies of Group A, and of Marine Office of America in behalf of 
Member Companies of Group B, through their representatives from time to time 
respectively designated. Group A companies shall be represented by a duly 
designated partner of Chubb & Son, who for the time being is J. Russell Parsons, 
and Group B companies shall be represented by the President of Marine Office 
of America, who for the time being is George Inselman, herein referred to as 


In the event of the absence or temporary inability, either of the representative 
“Directors.” 
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of Chubb & Son or of Marine Office of America, to act, the one so absent or so 
unable to act shall designate in writing some person to act in his place as one 
of such Directors until his return or ability to resume his duties. In the event 
the representative of Group A companies fails so to designate a person to act 
in his place, then Chubb & Son shall have the power to do so for Group A, and 
in the event the representative of Group B companies fails so to designate a 
person to act in his place, then Marine Office of America shall have power to do 
so, for Group B. 


ArTicte VI. APPORTIONMENT AND TRANSACTION OF BUSINESS 


A. Each Member Company shall automatically cede by way of reinsurance to 
every other Member Company the underwriting participation of each such com- 
pany as hereinafter set forth of each and every contract and agreement of 
insurance and reinsurance written or accepted in its name through or by Asso- 
ciated. Conversely, each Member Company shall automatically accept by way 
of reinsurance each such underwriting participation ceded to it by way of re- 
insurance by every other Member Company in accordance with the foregoing. 
Such participation shall apply both with respect to risks before and after 
deducting reinsurance placed by Associated. 

Associated may issue policies of any company affiliated with any company 
which is a member of one of the Groups, in which event the liability under all 
such policies shall be reinsured one hundred per centum (100%) in the Member 
Company of which the affiliated company is an affiliate. 

B. Except for Workmen’s Compensation, Public Liability and Property Dam- 
age insurance for factory operations (not including airport, test field and flight 
operations) of manufacturers of aircraft, aircraft engines and other aircraft 
components, no member company shall, within the territory hereinbefore men- 
tioned, either for its own account or for others, bind, accept or underwrite any 
of the classes of insurance covered by this Agreement, except under the terms of 
this Agreement and upon the conditions and subject to the limitations herein 
set forth, viz: 

1. All such business shall be transacted solely through the Manager, with the 
approval of the Directors, at the offices of Associated, and if offered to any 
Member Company otherwise or elsewhere, such business shall not be accepted by 
such Member Company, but shall forthwith be referred to said Manager. 

2. The gross liability (meaning before the deduction of reinsurance) of all 
Member Companies in the aggregate in respect to each coverage under this Agree- 
ment shall be limited as specified under (a) to (n): 


(a) Hull $6,000,000 in respect to any one aircraft. 

(b) Passenger liability $6,000,000 any one occurrence in respect to any 
one aircraft. 

(c) Public liability $6,000,000 any one occurrence in respect to any 
one aircraft. 

(d) Airport public liability $6,000,000 any one occurrence under any one 
policy. 

(e) Property damage $6,000,000 any one occurrence in respect to any 
one aircraft. 

(f) Airport property damage $6,000,000 any one occurrence under any one 
policy. 

(g) Workmen’s compensation__... According to law. 

(h) Employer’s liability $1,000,000 any one person or according to law. 

(i) Products liability $10, 000,000 any one occurrence in respect to 
any one insured. 

(j) Personal accident $500,000 any one person. 

(k) Employers’ indemnity $500,000 any one person. 

(1) Baggageincluding carrier’s $100,000 any one piece of baggage but in the 

liability therefor. aggregate not to exceed $6,000,000 any one 

occurrence under any one policy. 

(m) Single limit liability policies: 


The $6,000,000 specified in (b), (c), and (e) above is increased to $10,000,000 
but only with respect to any single limit liability policy which provides that the 
liability any one occurrence in respect to any one aircraft, involving one or more 
than one of b, c and e shall not exceed $10,000,000. 


(n) Any coverage not specified in $6,000,000 any one occurrence under any one 
atom. policy. 
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ArticoLe VII. ESTABLISHMENT OF OFFICES, EMPLOYMENT OF UNDERWRITER, 
EXPENSES OF CONDUCT OF BUSINESS 


A. For the purpose of economy, efficiency and convenience, the parties hereto 
will unite in appointing an Aviation Insurance Underwriter (referred to in this 
Agreement as “Manager”), who will occupy an office in New York City, which 
shall, for the purpose of this Agreement, be the only office of the Member Com- 
panies for the transaction of the kinds of insurance hereinbefore defined, and 
which, until changed by agreement of the parties hereto, shall be 90 John Street, 
New York City. The Directors may, however, from time to time, establish 
branch offices and appoint one or more branch underwriters therefor. 

B. All expenses in connection with the transaction of the business contem- 
plated by this Agreement shall be apportioned, borne and paid for by the Mem- 
ber Companies in the same proportion as their respective underwriting partici- 
pations hereinafter set forth. 

C. There shall be excluded from the common operating expenses referred to 
in the preceding paragraphs of this article, all taxes, license and auditors’ fees 
(except such taxes, license and auditors’ fees directly chargeable to the busi- 
ness of Associated), all salaries of officers and employees of the respective 
parties, and any other expenses applying specially to any of the parties 
individually. 

D. The Member Companies agree to reimburse each other for all taxes (ex- 
cept income taxes) and fees paid by any Member Company specifically for the 
account of the business of Associated so that the total of such taxes and fees 
paid will be apportioned among the Member Companies in proportion to their 
participation in the business of Associated. 


ARTICLE VIII. ADMINISTRATION—PAYMENT OF LOSSES AND EXPENSES 


A. All moneys, premiums, collections (including moneys or collections re- 
ceived from reinsurance placed by Associated but excluding moneys or collec- 
tions received from reinsurance placed by any Member Company or Group for 
its own account), salvages and recoveries and all sums receivable from Member 
Companies for payment of losses, expenses or other obligations shall be paid to 
Associated and deposited in and paid from one or more bank accounts opened 
and maintained in the City of New York, or elsewhere, in behalf of the Member 
Companies by said Chubb & Son and said Marine Office of America in the name 
of “Associated Aviation Underwriters,” and all checks and drafts upon said 
fund shall be signed in the name of Associated by a representative of Group A, 
by a representative of Group B, or a representative of Associated, or any com- 
bination thereof, as designated by the Directors and in accordance with the 
terms of such designation. 

B. Each Member Company severally undertakes and agrees to pay its pro- 
portionate share of each and every loss for which it may be liable pursuant to the 
provisions of this Agreement, and likewise its proportionate share of any sum 
or sums of money which from time to time may be due from it for the overhead 
and operating expenses of the business provided for in this Agreement. 

C. Associated shall, in such form as the Directors may designate, report 
monthly to Chubb & Son and Marine Office of America the net salvages and/or 
other recoveries (including moneys or collections received from reinsurance 
placed by Associated, but excluding moneys or collections received from reinsur- 
ance placed by any Member Company or any Group for its own account), and the 
premiums written less commissions, salaries, operating expenses and losses, and 
also shall report any other income or expenses accruing to or disbursed by Asso- 
ciated. Cash settlements shall be made at such time and upon such basis as may 
be agreed by the Directors. 

D. In the event of the termination of this Agreement as a whole, as provided by 
Article III, each Member Company shall remain liable for its respective under- 
writing participation in the unearned premiums and for losses and allocated and 
unallocated loss expenses during the run-off of each and every risk in effect as 
of the effective date of such termination unless the Member Companies of Groups 
A and B agree otherwise, and in addition, all necessary and proper expenses 
requisite for and incident to the winding-up and running-off of the business 
covered by and assumed under this Agreement, shall be apportioned among and 
paid by the Member Companies, as hereinbefore provided with respect to current 
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operating expenses ; provided, however, that in the event of such termination, if 
any company or companies continue (continues) to carry on any of the kinds 
of business covered by this Agreement and uses the facilities or services thereto- 
fore employed by Associated under this Agreement, then the expense of winding- 
up and running-off the business under this Agreement, which can reasonably be 
apportioned to the period before the Agreement was terminated, shall be paid by 
all Member Companies as provided above, but the expenses incidental to the 
continuation of the business by any company or companies subsequent to the 
termination of the Agreement shall be paid entirely by such company or 
companies. 

E. In the event any Member Company should withdraw from this Agreement 
as provided by Article III, the withdrawing company shall remain liable for its 
underwriting participation in the unearned premiums, losses and allocated and 
unallocated loss expenses during the run-off of each and every risk in effect as of 
the effective date of such withdrawal unless the Member Companies, excepting 
the withdrawing Member Company, of Groups A and B agree otherwise. When 
the withdrawing member is to participate in the run-off of risks, it shall remain 
liable on any continuous policy in effect as of the date of withdrawal until the 
anniversary date of such policy following the effective date of withdrawal of such 
company, after which the members of the Group to which the withdrawing mem- 
ber belonged shall participate in such policy in the same manner as though it 
were an entirely new risk, except for policy or policies issued under a special 
Plan, as for example the Aircraft Builders Counsel Plan, which policy or policies 
shall receive special treatment to be determined by the Directors. In addition, 
such withdrawing company shall share in the expenses of Associated, other than 
direct charges to risks or subject matters in which the withdrawing company 
shall have no interest, for the sum of the amounts developed by paragraphs 1 and 
2 below: 

1. That part of such expenses during the run-off period, determined by a frac- 
tion of which the numerator shall be the premium earned by such withdrawing 
company between the effective date of its withdrawal and the expiration of the 
last policy which it shares, and the denominator shall be the premium earned by 
all the Member Companies (including the withdrawing company) on policies in 
effect during such run-off period. Such fraction shall be computed at the close 
of each fiscal quarter ending on the last day of February, May, August and 
November, and apply to such expenses paid during that quarter. 

2. An amount sufficient to defray any extraordinary expenses arising in conse- 
quence of its withdrawal as may be determined by the Directors. 

¥. In the event a new company shall become a member, such new company shall 
participate only in those risks which attach on or after the date it becomes a 
Member Company uness Group A and Group B agree otherwise. 


ARTICLE IX. UNDERWRITERS’ POWERS OF ATTORNEY 


By mutual written consent of the Member Companies, given through the 
Directors, each of the Member Companies may grant and deliver to the Manager 
hereinbefore mentioned, or to the Underwriters designated by him, powers of 
attorney appointing such persons its underwriters for the transaction of the 
business contemplated by this Agreement. 

Each Member Company undertakes and agrees not to appoint other under- 
writers or other agents or representatives either under this agreement or other- 
wise, and during the currency hereof, for the transaction of any or all of the 
kinds of insurance specified herein, unless by mutual written consent of the 
parties hereto given through the Directors, or as may be required by law. 


ARTICLE X. PAYMENT OF Losses UNDER INDIVIDUAL POLICIES AND DISTRIBUTION OF 
PROcEEDS F'roM REINSURANCE PLACED BY ASSOCIATED 


In the event of loss under any individual policy the gross loss under each such 
policy shall be borne by the Member Companies in their respective underwriting 
participations hereinafter set forth, and each company upon the adjustment of 
any such loss, shall pay to AssoctaTep for the account of the issuing Member 
Company its proportion of the gross loss. 

Each recovery of reinsurance placed by AssoctrATEp shall be distributed ratably 
among those contributing to the loss in the proportion of their loss payments. 
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ARTICLE XI. INSOLVENCY—NON-PAYMENT 


Upon the failure of any Member Company or companies by reason of insolvency, 
or for any other reason, promptly to pay its or their share of any loss to the 
Member Company issuing an individual policy, then the other Member Companies, 
including the issuing Member Company, shall assume a pro rata portion of such 
unpaid share and each of the other Member Companies shall promptly pay to 
AssocrATED for the account of the issuing Member Company its share of any 
amount so unpaid. Each subscriber shall be entitled to be reimbursed for such 
payment by the nonpaying Member Company. 

In the event any policy shall be issued for an amount in excess of the limits 
provided for under part 2 of subdivision B, of Article VI, such excess shall be 
reinsured by AssocraTED for the benefit of all Member Companies, but in the event 
ASSOCIATED shall fail so to reinsure, such excess shall be assumed by the Member 
Companies in their respective underwriting participations hereinafter set forth; 
and in the event of the insolvency of or non-payment by any reinsurer or rein- 
surers in which such reinsurance or any other reinsurance for the benefit of all 
Member Companies may be effected, the amount reinsured in such insolvent or 
defaulting reinsurer or reinsurers shall be assumed by the subscribers hereto in 
their respective underwriting participations. 

In the event of the insolvency of or non-payment by any reinsurer or reinsurers 
in which reinsurance may be effected for the sole benefit of any one group of com- 
panies, the amount reinsured in such insolvent or defaulting reinsurer or rein- 
surers shall be assumed by the members of such group only, in their respective 
underwriting participations. 

Each Member Company hereby agrees, that as to all reinsurance made, ceded, 
renewed or otherwise becoming effective hereunder, the reinsurance shall be pay- 
able by the assuming Member Companies to the ceding Member Company, its 
liquidator, receiver or statutory successor on the basis of the liability of the 
ceding Member Company under contract or contracts reinsured subject to the 
provisions of such reinsurance but without diminution because of the insolvency 
of the ceding Member Company. 

It is further agreed and understood that in the event of the insolvency of the 
ceding Member Company, the liquidator, or receiver, or statutory successor of 
such ceding Member Company shall give written notice to AssocraTep of the 
pendency of a claim against the insolvent ceding Member Company on the policy 
reinsured within a reasonable time after such claim is filed in the insolvency pro- 
ceeding ; that during the pendency of such claim the assuming Member Companies 
may investigate such claims and interpose at their own expense in the proceeding 
where such claim is to be adjudicated, any defense or defenses which they may 
deem available to the ceding Member Company or its liquidator, or receiver or 
statutory successor; that the expense thus incurred by the assuming Member 
Companies shall be chargeable, subject to court approval, against the ceding 
Member Company as part of the expense of liquidation to the extent of a pro- 
portionate share of the benefit which may accrue to the ceding Member Com- 
pany solely as a result of the defense undertaken by the assuming Member 
Companies. 

Where two or more assuming Member Companies are involved in the same 
claim, and a majority in interest elect to interpose defense to such claim, the 
expense shall be apportioned in accordance with the terms of the reinsurance 


agreement as though such expense had been incurred by the ceding Member 
Company. 


ARTICLE XII. CoMPLIANCE WITH GOVERNMENTAL REGULATIONS 


Each Member Company shall, at its own expense, during the currency of this 
Agreement and all renewals hereof, make and maintain within the territories 
within which it is now authorized to do business, such deposits with government 
officials, trustees and others as may be necessary and proper to enable such com- 
pany to transact the business contemplated by this Agreement. 


ARTICLE XIII. ARBITRATION 


If there shall arise any dispute or disagreement between or among any of the 
Member Companies or groups, touching the terms of this Agreement, the same 
shall be referred to the arbitration of three disinterested persons who shall be 
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officers or managers of marine or casualty insurance companies (not connected 
or affiliated with any of the Member Companies to this Agreement), one to be 
chosen by the representatives of Group A and one by the representatives of 
Group B, and an umpire chosen by said Arbitrators before they enter upon such 
arbitration. In the event that the arbitrators shall not, within thirty (30) days 
after their appointment, agree upon an umpire, such umpire shall be the Presi- 
dent for the time being of the American Institute of Marine Underwriters, pro- 
vided that he shall not be connected or affiliated with any of the Member Com- 
panies to this Agreement, and in such event such umpire shall be the next pre- 
ceding President of said Institute not disqualified as aforesaid. The decision of 
any two of said arbitrators shall be binding upon the Member Companies or 
groups to this Agreement without appeal. The arbitrators are relieved from 
all judicial formalities and may abstain from following the strict rules of evi- 
dence. In default of any Member Companies involved in arbitration or either 
Group appointing an arbitrator within thirty (30) days of the other Member 
Company or Group requesting it so to do, the latter shall name both arbitrators 
and an umpire shall be elected or appointed as above stipulated. Each Member 
Company or Group as the case may be shall pay the fees and expenses, if any, of 
the arbitrator appointed by such company or Group, the fee and expenses of the 
umpire, if any, to be borne equally by the two companies or groups, as the case 
may be. Any arbitration shall take place in New York City, unless otherwise 
agreed. A judgment of the Supreme Court may be entered in the County of 
New York thereon. 
ARTICLE XIV. ADDITIONAL MEMBERS 


Additional companies may be added to either Group at any time, upon the 
consent and approval in writing of the other Group and the subscription of this 
Agreement by the added company or companies. 

In the event of the withdrawal of any company or the addition of any company, 
or a reviison of the participation of the companies, the schedule applying to the 
Group affected by any such change shall be amended to set forth the names of 
the companies and the participation of each. 

In either of such events the participation of the members of Group A and 
Group B shall each at all times remain fifty (50%) percent. In the event a 
Member Company should withdraw from membership, the Group to which such 
withdrawing company belonged shall provide if it so elects a substitute com- 
pany satisfactory to the other Group to take the place of the withdrawing mem- 
ber. If a satisfactory substitute is not provided then the remaining members 
of the Group to which the withdrawing Member Company belonged shall auto- 
matically assume pro rata the withdrawing company’s participation as to busi- 
ness having an effective date after the date of withdrawal. 


ARTICLE XV. AMENDMENTS 


This Agreement may be amended at any time by the concurrent agreement of 
Chubb & Son, representing Group A companies, and the Marine Office of America, 
representing Group B companies; any such amendment to be effective shall be 
in writing and signed by the duly authorized representatives of Chubb & Son and 
the Marine Office of America. 


ARTICLE XVI. EFFECTIVE DATE 


This Agreement shall take effect as of midnight of the 30th day of November, 
1956. 

Upon the effective date of this Agreement, the Airplane Insurance Agreement, 
dated July 1, 1940, as amended, and the Casualty Airplane Insurance Agreement, 
dated July 1, 1940, as amended, shall merge with this Agreement, and all out- 
standing rights and obligations of the parties hereto shall thereafter be governed 
by this Agreement. 

In witness whereof, the parties hereto have caused these presents to be duly 
executed, as to Group A by Chubb & Son, and as to Group B by Marine Office of 
America, as of midnight of the 30th day of November, 1956. 
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Group A | Partici-' Group B | Partici- 
pation | | pation 


i 
| Percent | Percent 
Alliance Assurance Co., Ltd 2% | The American Insurance Co. | §. 875 
Centennial Insurance Co I 7 The Contine ntal Insurance Co ot 
Federal Insurance Co 14 | Fidelity-Pirenix Fire Insurance C ompany 6. 
} of New York. 
Fireman’s Fund Insurance Co Firemen’s Insurance Company of Newark, | 5. 


General Accident Fire & Life Assurance Glens Falls Insurance Co | 9. 
Corp., Ltd. 
The London Assurance (Marine)... 1g The Hanover Fire Insurance Co 
The London & Langeashire Insurance Co,, Niagara Fire Insurence Co 
Lid. 


The Marine Insurance Co., Ltd 14 | Commercial Insurance Company of New- 

ark, N. J. 

Merchants Fire Assurance Corporation of Commercial Union Assurance Co., Ltd-- -| 
New York 

National Fire Insurance Company of Hart- The Fidelity & Casualty Company of = 





ford. New York. 
The Sea Insurance Co., Ltd The Metropolitan Casualty Insurance 
Company of New York. 
Vigilant Insurance Co. .......--...--..-.-.- T - a? Accident and Guarantee Corp., 
ste 


By Cuuss & Son By MARINE OFFICE OF AMERICA 


SUPPLEMENTAL AGREEMENT TO THE AMENDED ARTICLES OF AGREEMENT (DATED 
NOVEMBER 30, 1951), AS AMENDED OF THE MARINE OFFICE OF AMERICA E/STAB- 
LISHING THE AVIATION DIVISION 


(Effective at or after midnight, November 30, 1956) 


Whereas the Amended Articles of Agreement of the Marine Office of America, 
dated November 30, 1951, as amended, cover the organization, maintenance, 
and operation in common of a “Marine Department” by the Companies signatory 
thereto; and 

Whereas it is now deemed desirable for the Marine Office of America to 
organize a separate division to be known as the “Aviation Division” for the 
purposes and to the extent hereinafter set forth in this Supplemental Agreement ; 
and 

Whereas it is the desire of the Commercial Insurance Company of Newark, 
N. J., Commercial Union Assurance Company, Limited, the Fidelity and Casualty 
Company of New York, the Metropolitan Casualty Insurance Company of New 
York and the Ocean Accident and Guarantee Corporation, Limited, to partici- 
pate in the affairs of the “Aviation Division” but not as members of the Marine 
Office of America ; and 

Whereas it may be deemed desirable to operate said “Aviation Division” in 
conjunction with any one or more insurance pools, syndicates, groups or 
companies : Now, therefore 

It is mutually agreed by and between the American Insurance Company, 
Commercial Insurance Company of Newark, N. J., Commercial Union Assurance 
Company, Limited, the Continental Insurance Company, Fidelity-Phenix Fire 
Insurance Company of New York, the Fidelity and Casualty Company of New 
York, Firemen’s Insurance Company of Newark, New Jersey, Glens Falls In- 
surance Company, the Hanover Fire Insurance Company, the Metropolitan 
Casualty Insurance Company of New York, Niagara Fire Insurance Company 
and the Ocean Accident and Guarantee Corporation, Limited, as follows 


33077—59———_28 
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SECTION 1 


There is hereby created a separate division of the Marine Office of America, 
to be known as the “Aviation Division”, which may operate alone or in con- 
junction with any one or more insurance pools, syndicates, groups or companies, 


SECTION 2 


The Aviation Division is authorized to issue in the name and on behalf of 
each of the Participating Companies set forth in Section 3 hereof, all kinds 
and classes of property insurance on aircraft and all kinds of property and 
interest therein in respect to, appertaining to or in connection with any and 
all risks or perils of aerial navigation, transit or transportation, including 
builders and disbursements risks and liability for loss of or damage to any 
property arising out of or in connection with the construction, repair, operation, 
maintenance or use of aircraft, and all kinds and classes of casualty insurance 
in connection with the construction, repair, maintenance, operation or use of 
aircraft, including public liability, passenger liability, property damage, work- 
men’s compensation and employers’ liability, products liability, health insurance 
for flying and ground crew members and personal accident insurance for pilots, 
passengers or others, and all kinds and classes of casualty insurance in con- 
nection with the maintenance, operation and use of airports, including public 
liability and property damage insurance, or reinsurance of any of the foregoing 
kinds and classes of insurance, except the following: Registered mail insurance, 
property owners insurance against aircraft damage; transportation insurance 
(meaning transportation insurance customarily underwritten by the Marine 
Office of America). 

SECTION 3 


(a) The limits of liabiliy to be assumed under policies issued by the Aviation 
Division shall be determined from time to time by the Executive Committee of 
the Marine Office of America. 

(b) The following companies, herein referred to as “Participating Compa- 
nies” shall participate in the affairs of the Aviation Division, in the following 
percentages: 


Participating companies and percent of underwriting participation 


A. The Continental Insurance Co. (18 percent) _..____-_____-_________ 12.6 
Fidelity-Phenix Fire Insurance Company of New York (18 percent)_ 12.6 
Niagara Fire Insurance Co. (8 percent) ....._-__--________________. 5.6 
Glens Falls Insurance Co. (18 percent) -...-_-_____________________ 12.6 
The American Insurance Co. (15 percent)__.-___-_______________ 10.5 
Firemen’s Insurance Company of Newark, N. J. (15 percent) _.._____ 10.5 
The Hanover Fire Insurance Co. (8 percent) ..--_-.-._-__________ 5.6 

SE dicate eter staat ate ie HPht, ge Ak 70.0 

B. The Fidelity and Casualty Company of New York_____-_____________ 6. 25 
Ce ho i, EE es ES Ls gen) OE 6. 25 
Commercial Insurance Company of Nework, N. J_____-___-_________ 3. 125 
The Metropolitan Casualty Insurance Company of New York______- 3. 125 
me peeee nce Bemrennne GO. ee sr Oe ee 1. 25 

I te a RB a Sr ek ee oh 20.0 

C. Commercial Union Assurance Co., Ltd_.--.__._____-________ 7.5 

The Ocean Accident & Guarantee Corp., Ltd__-._-____-__________ 2.5 
I inci ash te ee Ok ce eg 10.0 
I sr ee ee 100. 0 
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(c) 1. All Participating Companies shall share pro rata the benefits and bur- 
dens of all policies and reinsurances effected by or through the Aviation Division. 

2. All Participating Companies shall share pro rata the costs and expenses 
of maintaining and operating the Aviation Division; such costs and expenses 
shall be based on an Expense Reimbursement basis. 

3. In addition to the costs and expenses of maintaining and operating the 
Aviation Division, all Participating Companies other than companies which are 
members of the Marine Office of America (Glens Falls Insurance Company and 
the American Insurance Company shall, for the purposes of this paragraph, be 
considered members of the Marine Office of America to the extent of 12.6 and 
10.5 percent, respectively, as their underwriting participations, and nonmem- 
bers of the Marine Office of America to the extent of 6.25 and 1.25 percent, 
respectively) agree to pay to the Marine Office of America an additional sum 
equal to the difference between 10 (10) percent of the Net Premiums developed 
for their respective accounts by the Aviation Division and the amount of costs 
and expenses referred to in the last preceding paragraph, to reimburse Marine 
Office of America for its costs in developing the affairs of the Aviation Division 
as a going business, as the purchase price to be paid Marine Office of America 
for the valuable rights its members surrendered in permitting the other Par- 
ticipating Companies to participate in said business and as a compensation 
to the Marine Office of America for unallocated managerial, administrative, and 
legal services rendered by or through Marine Office of America for the Aviation 
Division. Net Premiums as used in this paragraph shall be computed in the 
following manner: 

A. Gross Premiums 

Less 





Return Premiums 

Commissions 

Expenses 
B. Reinsurance Gross Premiums 

Less— 

Reinsurance Refunds 

Reinsurance Commissions 

Overriding Commissions on Airline Treaties (excluding quota share 

reinsurers participation ) 

Quota Share Reinsurers Participation in Expenses 

A minus B equals Net Premiums. 


SECTION 4 


All records, accounts, and funds applicable to the business and operations of 
the Aviation Division shall be kept separate and distinct from the records, ac- 
counts and funds applicable to other business and operations conducted by the 
Marine Office of America. 

SECTION 5 


All reinsurances negotiated by Marine Office of America, its Executive Com- 
mittee, officers or employees in respect of business under the jurisdiction of the 
Aviation Division shall be for the benefit (pro rata) of all Participating Com- 
panies. However, a Participating Company may individually negotiate and 
retain for its won benefit such individual reinsurances as it may desire. 


SECTION 6 


No party to this agreement shall, either for its own account or for others, bind, 
accept or underwrite any of the classes of insurance or reinsurance covered 
by this agreement, except under the terms of this agreement and upon the con- 
ditions and subject to the limitations herein set forth. 


SECTION 7 


The Articles of Agreement of the Marine Office of America shall apply to the 
Aviation Division to the same extent as if they had been repeated in this Sup- 
plemental Agreement, except to the extent to which they have been modified by 
-or are in conflict with the respective sections of this Supplemental Agreement. 
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SECTION 8 


The Executive Committee of the Marine Office of America shall be authorized 
to enter into agreements with any one or more insurance pools, syndicates, 
groups or companies for and on behalf of the companies of the Aviation Divyi- 
sion, which may contain terms and conditions to the effect that: (1) upon the 
failure of any company or companies by reason of insolvency, or for any other 
reason, promptly to pay its or their share of any loss to the company issuing 
an individual policy, then the other companies, including the issuing company, 
shall assume a pro rata portion of such unpaid share and each of the other 
companies shall promptly pay to the issuing company its share of any amount 
so unpaid; (2) that each company shall be entitled to be reimbursed for such 
payment by the defaulting company; (3) that in the event any policy shall 
be issued for an amount in excess of the limits provided in such agreement, 
such excess shall be reinsured as provided in such agreement for the benefit 
of all companies, but in the event there is a failure to obtain such reinsurance, 
such excess shall be assumed by the companies in their respective underwriting 
participations, and (4) in the event of the insolvency of or nonpayment by any 
reinsurer or reinsurers in which such reinsurance or any other reinsurance for 
the benefit of all companies may be effected, the amount of reinsurance in such 
insolvent or defaulting reinsurer or reinsurers shall be assumed by the com- 
panies in their respective underwriting participations. 


SECTION 9 


Any Participating Company, not a member of the Marine Office of America, 
May withdraw from this Supplemental Agreement by delivery of a written 
notice of termination at least ninety (90) days prior to any 30th day of Novem- 
ber; such notice shall be addressed to the Aviation Division, Marine Office of 
America, 116 John Street, New York 38, New York, but this provision shall 
not be construed to permit any such Participating Company to withdraw from 
the Aviation Division without concurrently withdrawing from any pool, syn- 
dicate, or group in which the Aviation Division may participate by giving the 
requisite notice required by the agreement under which such pool, syndicate 
or group may operate. 

The Executive Committee of the Marine Office of America may by unanimous 
consent of its members terminate the participation of any Participating Com- 
pany which is not a member of the Marine Office of America. 


SECTION 10 


It is understood that by becoming Participating Companies in the business 
of the Aviation Division, Commercial Insurance Company of Newark, N. J., 
Commercial Union Assurance Company, Limited, the Fidelity and Casualty 
Company of New York, the Metropolitan Casualty Insurance Company of New 
York and the Ocean Accident and Guarantee Corporation, Limited, do not 
thereby become and are not to be considered member companies of the Marine 
Office of America. 

SECTION 11 


This Supplemental Agreement shall become effective as to risks attaching 
at or after midnight, the 30th day of November 1956. 
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In witness whereof the parties hereto have caused this Supplemental Agree- 
ment to be executed and their corporate seals to be hereunto affixed as of the 
4th day of September 1956. 

THE AMERICAN INSURANCE Co., 
B. C. Virt, President. 

Attest: 

J. Paut Rutter, Secretary. 


COMMERCIAL INSURANCE COMPANY OF 
NEWARK, N. J., 
Ww. B. REARDEN, President. 
Attest: 
W.J. Scuminpt, Secretary. 


COMMERCIAL UNION ASSURANCE Co., LTD., 
H. W. MItier, United States Manager. 
Attest : 
T. B. KELLey, 
Assistant United States Manager. 


THE CONTINENTAL INSURANCE CoO., 
J. V. Herp, President. 
Attest : 
R. Newey Luspsy, Secretary. 


FIpELITy-PHENIX FIRE INSURANCE 
CoMPANY OF NEw YORE, 
J. V. Herp, President. 
Attest: 
R. Newett Lussy, Secretary. 


THE Fiperity & CASUALTY COMPANY 
oF New York, 
J. V. Herp, President. 
Attest: 
R. NEWELL Lossy, Secretary. 


FIREMEN’S INSURANCE COMPANY OF 
NEWARK, N. J., 
Wo. B. REARDEN, President. 


W. J. Scumint, Secretary. 


GLENS FALLS INSURANCE Co., 
G. D. Mean, President. 
Attest: 
G. I. Davis, Secretary. 


THE HANOVER FIRE INSURANCE Co., 
F. EtMer SAMMONS, President. 
Attest: 
JAMES L. Dorris, Vice President. 


THE METROPOLITAN CASUALTY INSURANCE 
ComPANY oF New York, 
Wo. B. REARDEN, President. 
Attest: 
W. J. Scumuint, Secretary. 


NIAGARA FIRE INSURANCE Co., 
J. V. Herp, President. 
Attest: 
R. NEWELL Lussy, Secretary. 


THE OCEAN ACCIDENT & GUARANTEE 
Corp., Ltp., 
H. W. MILier, 
General United States Attorney. 
Attest: 
T. B. Kewtey, 
Assistant United States Manager. 
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LEASE AGREEMENT 


This Lease Agreement, made and entered into as of the ist day of October, 
1954, by and between Associated Aviation Underwriters, the authorized aviation 
department of the insurance companies listed in Annex A, attached hereto, 
having its principal office at 90 John Street, New York 38, New York (herein- 
after referred to as “Associated’’), and the Independence Life Insurance Com- 
pany, a corporation organized and existing under and by virtue of the laws of 
the State of North Carolina, having its principal offce at Charlotte, North 
Carolina (hereinafter referred to as “Independence” ). 

Witnesseth : 

Whereas Independence is the owner of a number of insurance policy vending 
machines presently known by the trade name of “Insurograph”, together with a 
quantity of spare parts for such machines, and Independence is the assignee, 
licensee, and owner of certain patents, licenses, trade-marks, rights and agree- 
ments relating to said machines, their manufacture and use; and 

Whereas Associated desires to have the right to use such vending machines 
on a rental basis for the issuance of policies of one or more types of Aviation 
Accident, Travel, and Baggage Insurance in their present form, or as they may 
be hereafter modified, and Independence is willing to make available to Associ- 
ated said machines on said basis for said purpose: Now, therefore, for and in 
consideration of the premises and of valuable considerations passing from each 
party to the other, and of the mutual covenants herein contained, it is 

Agreed by and between the parties hereto as follows: 

1. Independence will during the term of this Agreement make available to 
Associated on the rental basis hereinafter provided and without any other 
charge such of said vending machines as may be required in connection with 
the business of the Air Travel Insurance Department, which Department is to 
he forthwith established pursuant to paragraph 2 hereof. 

2. During the term of this Agreement, Associated shall establish and maintain 
a new and separate department within its own organization, to be named the 
Air Travel Insurance Department, hereinafter referred to as “the Department”, 
which shall conduct all of Associated’s business in connection with the issuing 
of policies of “Airline Trip Accident Insurance”, “Short Term Travel Insurance”, 
“Air Baggage Insurance”, “Common Carrier Accident Insurance’, and “Annual 
Aviation Accident Insurance”, or other term aviation accident insurance in so 
far as any of such policies are issued at airports, air terminals or airline ticket 
offices by means of vending machines or manually, all said policies referred to 
hereinafter as “Aviation Accident Insurance”. Insurance business in connec- 
tion with policies of insurance including “Aviation Accident Insurance” issued 
elsewhere than at airports, air terminals or airline ticket offices shall not come 
within the cognizance of the Department. 

3. The affairs of the Department shall be conducted by a Manager to be ap- 
pointed by the Manager of Associated, Daniel de R. M. Scarritt, or his successor, 
after full consultation with the Chairman of the Board of Independence, Ernest 
N. Woods, or his successor. The salary and expense allowances of the Manager, 
as fixed jointly by Mr. Scarritt and Mr. Woods, shall be chargeable as an ex- 
pense of the Department. Matters of general policy shall be determined by Mr. 
Scarritt and Mr. Woods, or their successors, acting jointly and not severally. 
Neither the salaries or expense allowances of Mr. Scarritt nor of Mr. Woods, nor 
their successors, shall be chargeable as an expense of the Department, except 
such of those direct out-of-pocket expenses as Mr. Scarritt and Mr. Woods, or 
their successors, may agree are directly attributable to the Department. The 
accounts, expenses, income, profits and losses of the Department shall be kept 
separate from Associated’s other business in so far as possible. A proper share 
of Associated’s expenses which by their nature cannot be kept separate shall be 
charged to the Department. Premiums, less return premiums, received for the 
issuance of the policies covered by this Agreement shall be considered income 
of the Department. Claims and losses paid, including appropriate reserves for 
claims for known accidents, and incurred but unreported losses, on account of 
the policies of “Aviation Accident Insurance” allocable to the Department, shall 
be considered as part of the expenses of the Department. All the actual costs 
and expenses which under usual accounting procedure are attributable to the 
issuance of insurance covered by this Agreement, and the settlement, adjust- 
ment and payment of claims thereunder, shall be charged as expenses of the 
Department. Such expenses shall include, among others but not limited thereto, 
the following, which on the basis of past experience it is estimated will amount 
approximately to the percentages of gross premium indicated : 
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ocl- Ernest N. Woods, or his successor in office, or the representatives of either, shall 
oe have the right to examine the books and records of the Department at the 


offices of the Department at any reasonable time or times. 

4. Anything to the contrary notwithstanding, Associated, acting through its 
Manager, Daniel deR. N. Searritt, or his successor, and independently of the 
to Department and independently of Independence, expressly reserves unto itself 


her all rights and privileges with respect to the underwriting of all “Aviation Acci- 
‘ith dent Insurance” and shall have the sole and complete right and power to make 
| to changes in its policy forms, coverage, terms of coverage, premiums and rates. 
5 All contracts and leases with Municipalities, Air Terminals, Airlines or others 
am in connection with the issuance of such policies or the location and use of 
the machines or counters shall also be executed by Associated in its own name. 
it ' While the rights, powers and privileges so reserved to Associated shall not come 
ng within the cognizance of the Department or of Independence, it is nevertheless 
as recognized that the terms and conditions of Associated’s contracts and leases 
ual with Municipalities, Air Terminals, Airlines or others in so far as the same 
80 relate to the issuance of “Aviation Accident Insurance” policies through the 
ket Department or the location and use of counters or machines for business within 
to the cognizance of the Department are matters in which Independence is in- 
ee terested; it is agreed therefore that without in any way limiting the rights, 
— powers and privileges so reserved to Associated, Mr. Scarritt, or his successor, 


shall confer regarding the same at any reasonable time or times that Mr. 
Woods, or his successor, requests. 
ap- 5. Independence shall be entitled as payment of rental for the aforesaid 


= vending machines to a sum equal to 50 percent of the overall net profits of the De- 
eo partment, as shown on the books of the Department, computed over the entire 
a term of this Agreement, payable as follows: 


MI On the 15th day of each month Independence shall be entitled as payment on 
par account of rental to a sum equal to 30 percent of the estimated net profits accru- 


lly. ing to the Department during the preceding calendar month provided such sum, 
a taken together with the total amount of all payments on account of rental 


previously made to Independence, is not in excess of a sum equal to 30 percent 
‘he of the overall net profits of the Department computed over the entire term of 
this Agreement to the end of such preceding calendar month. Any balance of 


ppt the agreed rental so computed shall be retained in the Net Profit Account of the 
= Department as a reserve to the credit of Independence until such reserve reaches 
a the sum of $500,000. If during the term of this Agreement, the said reserve 
oe Shall exceed the sum of $500,000, the excess above $500,000 shall be payable to 
aoe Independence on its request. If for any reason it should become necessary or 
of desirable to apportion any payment or payments on account of rental to individ- 
all ual vending machines of Independence or groups of those machines, the payment 
“ or payments shall be apportioned equally to each such machine in use by 
vind Associated at the time of such payment or payments. 
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Associated shall have the right to withdraw at any time from the net profit 
account and from the Department an amount or amounts not exceeding sums 
equal in the aggregate to 50 percent of the overall net profits of the Depart- 
ment as shown on the books of the Department at the time of such withdrawal 
or withdrawals. 

6. (a) Upon the termination of this Agreement Independence shall be en- 
titled to receive the balance, if any, of the agreed rental represented by a sum 
equal to 50 percent of the overall net profits of the Department as shown on the 
books of the Department computed over the entire term of this Agreement, to 
which balance the reserve referred to in paragraph 5 above shall be applied to 
the extent necessary to constitute payment in full of the agreed rental; 
and shall also have the right, subject to the provisions of subparagraph (c) of 
this paragraph 6, at its own expense to take possession of its vending machines, 

(b) If upon the termination of this Agreement Independence has received 
payments on account of rental in excess of a sum equal to 50 percent of the 
overall net profits of the Department as shown on the books of the Department 
computed over the entire term of this Agreement, Independence agrees to pay 
forthwith to Associated the amount of such excess. The liability of Independ- 
ence under the foregoing provision shall in no event exceed the payments made 
to it on account of rental pursuant to this Agreement. 

(c) If on the termination of this Agreement there is any sum owed by Inde- 
pendence to Associated as provided in subparagraph (b) of this paragraph 6, 
Independence agrees that, in addition to Independence’s obligation to pay the 
sum still owed, Associated shall have the privilege and right as hereinafter pro- 
vided, if it desires to exercise such privilege and right, to retain the full and un- 
encumbered use of the vending machines of Independence; it being understood 
and agreed that during any time Associated so retains the use of the machines 
subsequent to the termination of this Agreement Associated shall credit to Inde- 
pendence a sum equal to 50 percent of the profits, determined in the same manner 
as prior to the termination of this Agreement, accruing to Associated after the 
said termination from the sale of “Aviation Accident Insurance” at airports, air 
terminals and airline ticket offices, applying such credit to the amount owed by 
Independence to Associated on the termination of this Agreement and paying 
to Independence any balance thereof. It is further understood and agreed that 
if Associated shall exercise such right of continued use of the aforesaid vending 
machines, Associated may, nevertheless, as of the end of any calendar month 
after the termination of this Agreement, upon one month’s prior notice to Inde- 
pendence, abandon the use of the vending machines belonging to Independence 
without incurring any obligation to credit or pay to Independence any sums 
represented by profit accruing thereafter or any expense in connection with the 
taking of possession of said machines by Independence, and Independence shall 
remain liable for the amount then still due and owing to Associated. It is also 
understood and agreed that during any period that Associated retains the use 
of the vending machines belonging to Independence subsequent to the termina- 
tion of this Agreement, Associated shall also have the full and unencumbered 
use of such patents, licenses and agreements related to said vending machines 
as may be necessary for the manufacture or repair of the said vending machines 
for the sale of “Aviation Accident Insurance” by or through Associated. It is 
also understood and agreed that if this Agreement shall have been terminated 
pursuant to notice of cancellation given by Independence as provided herein- 
after in paragraph 10, Independence shall have the right to repay at the end of 
any calendar month during any period Associated retains the use of the vending 
machines subsequent to the termination of this Agreement any remaining bal- 
ance owed by Independence to Associated and upon the expiration of one month 
after such repayment to take possession of its vending machines at its own ex- 
pense, but that if this Agreement shall have been terminated pursuant to notice 
of cancellation given by Associated as provided hereinafter in paragraph 10, 
Independence shall have the right to repay at any time during which Associ- 
ated retains the use of the vending machines subsequent to the termination of 
this Agreement any remaining balance owed by Independence to Associated and 
immediately upon such repayment to take possession of its vending machines 
at its own expense. 
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7. Independence agrees for itself, its successors and assigns, that during the 
term of this Agreement, Independence, its successors and assigns, its or their 
subsidiary or affiliated companies, will not issue or sell for themselves or others 
any policies of “Aviation Accident Insurance” or similar aviation insurance by 
means of policy vending machines and will not issue or sell for themselves or 
others any such policies manually at airports, air terminals or airline ticket 
offices, or sell, rent, lease or assign any Insurograph machine or other vending 
machine owned or controlled by them or any of them, to anyone other than 
Associated or the Department for the purpose of vending “Aviation Accident 
Insurance” or similar aviation insurance policies, or permit anyone other than 
Associated or the Department to use any such machine for such purpose or 
grant to anyone other than Associated or the Department any license under or 
right to use the patents or licenses or agreements relating to such machines or 
their manufacture for any purpose in connection with the vending of “Aviation 
Accident Insurance” or similar aviation insurance policies. 

8. Associated agrees for itself, its successors and assigns, that during the 
term of this Agreement it will not use at any airport, air terminal or airline 
ticket office any vending machines other than the said “Insurograph” vending 
machines of Independence for the sale of policies of “Aviation Accident Insur- 
ance” coming within the cognizance of the Department, unless Mr. Scarritt and 
Mr. Woods, or their successors, jointly agree to the use of such other machines 
for such purpose. 

9. This Agreement is in substitution for and takes the place of the Lease 
Agreement heretofore entered into between Associated and Independence dated 
as of October 1, 1954, and embodies the entire contract between the parties and 
supersedes and terminates any and all other contracts and agreements, including 
any continuations or renewals of such contracts or agreements, entered into by 
and between Associated and Independence or its predecessor, Insurograph, Inc., 
and shall not be construed in relation to or in connection with any other contracts 
or agreements between the parties or their predecessors. This Agreement, how- 
ever, shall be deemed to be a mutual relinquishment by the parties of each other 
from any and every character of claim that may ever have existed on behalf 
of either against the other, except claims of Independence for rentals or royalties 
for any period prior to the term of this Agreement arising out of contracts here- 
tofore entered into by and between Associated and Independence or Insurograph, 
Inc. 

10. The term of this Agreement shall be from the date hereof until the effec- 
tive date of cancellation specified in a written notice of cancellation given as 
hereinafter provided. Either party may cancel this Agreement by giving written 
notice of cancellation to the other party at least nine months prior to the effective 
date of cancellation, which effective date shall be specified in the notice and be as 
of the end of a calendar month not prior to August 30, 1957. In addition to and 
wholly apart from Associated’s right to cancel this Agreement under the fore- 
going provisions, Associated shall also have the right to cancel this Agreement 
effective at any time by giving to Independence 120 days written notice of can- 
cellation specifying the effective date of cancellation and containing a covenant 
by Associated to withdraw completely on the specified effective date of can- 
cellation for a period of one year from the business of issuing policies of “Aviation 
Accident Insurance” at airports, air terminals or airline ticket offices. 

11. In addition to and not in limitation of any and all other rights of Asso- 
ciated and obligations of Independence under this Agreement, Independence also 
agrees to hold harmless Associated, its officers and employees, and its member 
or affiliated companies, their and each of their agents, servants, employees, attor- 
neys, officers and directors, and any company, firm, terminal or owner or lessee 
of any establishment upon whose property vending machines covered by this 
Agreement are placed (whether by rental agreement or otherwise), whether or 
not the machines are being used for the sale of insurance policies covered by this 
Agreement, in respect to any claims, suits or damages, including costs and 
expenses of counsel, arising from any legal action or claim which may arise in 
respect to any actual or alleged patent, copyright or trade-mark infringement. 

12. On the date of the withdrawal of any of Associated’s member companies 
from Associated, this Agreement shall no longer be binding on said withdrawing 
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companies except as to any liabilities hereunder which may have accrued prior 
to such withdrawal. If, during the term of this Agreement, any company shall 
become a member of Associated, this Agreement shall be binding upon and its 
benefits shall inure to such company as of the date on which it becomes a member 
of Associated. 

13. This Agreement shall be subject to all laws, ordinances, or rulings of State 
Insurance Departments, or other duly constituted authority, affecting the issu- 
ance and/or vending of such insurance policies and the payment of rentals, 
royalties and compensation for services rendered in connection therewith, to the 
end that the parties hereto will not be in violation of any such law, ordinance 
or rule. 

14. This Agreement is made in the City of New York and subject to the pro- 
visions of the preceding paragraph shall be construed according to the laws of 
the State of New York. 

In witness whereof the parties hereto have caused this Agreement to be executed 
as of the date first above written. 

ASSOCIATED AVIATION UNDERWRITERS, 
By D. pER. Scarrittr, Manager. 

In presence of : 

Amy G. LUYSTER. 


[CORPORATE SEAL] THE INDEPENDENCE LIFE INSURANCE Co., 
By WALpo C. CHEEK. . 
In presence of : 


VERNON C. SMITH. 
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ANNEX A 


Alliance Assurance Company, Ltd. 

American Alliance Insurance Co., New York. 

American Central Insurance Company. 

American Eagle Fire Insurance Company. 

The American Insurance Company. 

American National Fire Insurance Company, New York. 
British General Insurance Company, Ltd. 

California Insurance Company. 

Cathay Insurance Company. 

Commerce Insurance Company. 

Commercial Union Assurance Company, Ltd. 
Commercial Union Fire Insurance Company of New York. 
Continental Insurance Company. 

Detroit Fire and Marine Insurance Company. 

Federal Insurance Company. 

Fidelity-Phenix Fire Insurance Company. 

Fireman’s Fund Insurance Company. 

Firemen’s Insurance Company of Newark, New Jersey. 
Franklin National Insurance Company of New York. 
Fulton Fire Insurance Company. 

Girard Insurance Company of Philadelphia, Pennsylvania. 
Glens Falls Insurance Company. 

Great American Insurance Company. 

Hanover Fire Insurance Company. 

Home Fire and Marine Insurance Company. 

Law Union & Rock Insurance Co., Ltd. 

London Assurance (Marine). 

London & Lancashire Insurance Co., Ltd. 

Marine Insurance Co., Ltd. 

Massachusetts Fire and Marine Insurance Company. 
Mechanics and Traders Insurance Company. 

Merchants Fire Assurance Corporation. 

Milwaukee Insurance Company of Milwaukee, Wisconsin. 
National-Ben Franklin Insurance Company of Pittsburgh, 
National Fire Insurance Company of Hartford. 

Niagara Fire Insurance Company. 

Orient Insurance Company. 

Palatine Insurance Company, Ltd. 

Potomac Insurance Company of the District of Columbia. 
Rochester American Insurance Company, New York. 
Safeguard Insurance Company of New York. 

Sea Insurance Company, Ltd. 

Transcontinental Insurance Company. 

Union Assurance Society, Ltd. 

Vigilant Insurance Company. 

Washington Assurance Company of New York. 

Bankers Indemnity Insurance Company. 

Columbia Casualty Company. 

Commercial Insurance Company of Newark, N. J. 

The Fidelity and Casualty Company of New York. 
Fireman’s Fund Indemnity Company. 

General Accident Fire and Life Assurance Corp., Ltd. 
Glens Falls Indemnity Company. 

Great American Indemnity Company. 

London & Lancashire Indemnity Company of America. 
Merchants Indemnity Corporation of New York. 


The Metropolitan Casualty Insurance Company of New York. 


The Ocean Accident and Guarantee Corporation, Ltd. 
United National Indemnity Company. 
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Pennsylvania. 
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Agreement between Mercury International Sales & Service Company (herein- 
after referred to as Missco) and the Air Travel Department of Associated Avi- 
ation Underwriters (hereinafter referred to as The Department). 

1. In consideration of The Department paying to Missco 5 percent of the net 
profits, before losses, resulting from all sales of insurance policies through 
vending machines, insurance counters and airline counters, Missco hereby agrees 
to all the provisions of this Agreement. The term “net profits before losses” 
used above is understood to mean gross premiums less return premiunis and all 
expenses incurred in servicing and handling The Department, including rein- 
surance premiums and taxes other than income taxes. At the present time, 
this 5 percent will produce $67,500 per year and that figure is hereby established 
as the annual minimum payment hereunder. 

2. Effective October 1, 1955, Missco will issue only policies of the Fidelity & 
Casualty Company of New York or such other member company of Associated 
Aviation Underwriters as The Department shall elect except that policies of 
other companies may be used for excess amounts over the maximum amounts 
available from the Fidelity & Casualty or such company as may be substituted 
for the Fidelity & Casualty by The Department and except as otherwise may be 
mutually agreed upon. It is understood that the actual volume of premium 
produced by Missco at airport counters located at Los Angeles International, 
San Francisco, Oakland, Burbank, San Diego and Las Vegas total $500,000 and 
the continuation of this contract is contingent upon Missco’s continuing to con- 
trol the airport counters at Los Angeles and San Francisco. Should the annual 
volume of premium produced at all West Coast airport counters drop below 
$500,000 in any one year, the minimum annual payment to Missco, referred to 
above, shall be reduced on a pro rata basis to reflect the extent of the reduction 
below $500,000 in the premium income. 

8. Missco further agrees to turn over to The Department all commissions and 
other income received from services performed for Tanner Motor Livery, Western 
Union, Hotel Services and any other incidental services performed at the In- 
surance counters. 

4. Missco hereby grants to The Department the exclusive right to buy and use 
Missco’s (Shipman) mechanical insurance machines at manufacturer’s net cost, 
for the sale of aviation policies. 

5. Missco, through Messrs. May and Klum, hereby agree that the personal sery- 
ices of Messrs. May and Klum will be available at any reasonable time for the 
promotion of The Department’s business countrywide, with The Department de 
fraying all expenses incurred in providing such services as requested by The 
Department. 

6. Missco further agrees to continue providing the same service at present 
for the Insurograph machines in the nine states presently serviced by Missco, 
as well as continuing the present operation of West Coast counters, with The 
Department hereby agreeing to defray all expenses incurred in providing these 
services. 

7. Missco hereby agrees to take over and perform, whenever so requested by 
The Department, the work and services currently performed by the Insurograph 
Service Company of Birmingham, Alabama, and to also promote and operate a 
national mechanical machine program, provided that all expenses are defrayed 
by The Department. 

8. Missco hereby grants to The Department the exclusive right to the future 
purchase of Uarco Paper Track, Validators and new Prototype Electric Vending 
Machines for aviation insurance usage. 

9. Where licensing, political or other existing conditions make it desirable for 
Misseo to negotiate for and obtain airport insurance contracts, such will be 
undertaken subject to the approval of The Department and the rights and 
privileges so obtained by Missco will then become subject to the provisions of 
this Agreement. In all other cases, it is understood that the contract for addi- 
tional counters shall be in the name of The Department. All new small machine 
contracts will be obtained in the name of The Department. 

10. This agreement shall remain in force, subject to its other terms and con- 
ditions, until October 1, 1957, and shall continue in force thereafter until either 
party gives the other nine months written notice of cancellation. In the event 
of the death or incapacity of either Messrs. May or Klum, it is understood and 
agreed that this contract may be reviewed and renegotiated. 
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In witness whereof the parties hereto have caused this agreement to be 
executed this sixteenth day of August, 1955, New York, New York. 


MERCURY INTERNATIONAL SALES & SERVICE Co., 
By W. R. May, President. 
W. R. May. 
A. M. KLuM. 
ASSOCIATED AVIATION UNDERWRITERS, 
By Byron B. May, Assistant Manager. 
By Wu.1aM M. CHURCHILL, Manager, Air Travel 
Department. 
INDEPENDENCE LIFE INSURANCE Cc, 
By Ernest H. Woops. 





POWER OF ATTORNEY 


now all men by these presents) that, ek en 
has nominated, constituted and appointed and by these presents does nominate, 
constitute and appoint the copartnership of Chubb & Son, transacting business 
as Underwriters at No. 90 John Street, in the Borough of Manhattan in the 
City of New York and State of New York, and any other part of the world, the 
true and lawful attorneys of the said Company, with power to said copartnership 
to act by any member thereof according to the present constitution or to any 
future constitution of said copartnership under the said firm name of Chubb 
& Son and not to be affected by the death or termination of interest of any 
member of the said firm so long as its business is continued under the said 
firm name for and in the name and on behalf of the said Company, to effect, 
sign and execute contracts of insurance and reinsurance with respect to all 
kinds and classes of aircraft insurance and reinsurance and all kinds of prop- 
erty and interests therein, including the indemnification of persons and cor- 
porations with respect to Personal, Public and Workmen’s Compensation and 
Employers’ Liability, Property Damage, Accident Insurance, and all other 
kinds of insurance having to do with aviation risks as to the said Attorneys 
shall seem meet and to effect reinsurance in whole or in part of any risks 
undertaken as they may think fit and also for and in the name and on behalf 
of the said Company to ask, demand, attach, secure, hold, sue for, recover and 
receive of and from all and every person and persons whomsoever and all and 
everybody or bodies, public or corporate, in the United States of America and 
in any part of the world, all and every premiums, debts and sums of money 
of what nature or description so ever which now are or shall hereafter be or 
become due, owing or payable to the said Company under or by virtue of any 
contract or contracts of Insurance issued by the said Attorneys and to give 
effectual receipts and discharge for the same. And also to compound with 
any person or persons for or in respect of any debts or sums of money, claims 
or demands whatsoever now or hereafter to become due, owing or payable to the 
said Company in respect of such Insurance or Insurances, to receive com- 
position or dividends, to give assents, to sign and seal releases, Deeds of In- 
spectorship, Assignments or Compositions, to prove debts in bankruptey or 
Insolvency or Liquidation, to appear and vote at all meetings of Creditors, 
to give receipts or discharges for the whole of said premiums, debts or sums 
of money for any of them and also for and in the name of the said Company 
to settle and adjust or refer to arbitration any accounts, claims or reckonings 
whatsoever in which the said Company is, shall or may be at any time here- 
after in anywise interested in respect of any insurance covered by any of the 
Company’s contracts issued by the said Attorneys, and to pay or receive the 
balance or balances thereof as the case may require, to perform and enforce 
all lawful judgments and awards, to appear and accept service of process on 
behalf of the said Company and the said Company to represent, in all Courts 
and before all Magistrates and Officers in Law or Equity on any question aris- 
ing out of any contract or contracts of the said Company issued by the said 
Attorneys or in relation thereto as to the said Attorneys shall be thought advis- 
able and to adjust and pay all losses arising thereout. To appoint under any 
name Sub-agents for the said Company in the United States of America and in 
any part of the world, and one or more Attorney or Attorneys under them 
from time to time to substitute and appoint and such appointment at pleasure 
to revoke and another or others again to substitute and appoint, the said Com- 
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pany hereby ratifying and confirming and agreeing to ratify and confirm all 
and whatsoever the said Attorneys or Substitute or any or either of them shall 
do in the premises. 


This Power of Roemer & is limited to the business written for account of said 
through its participation in the Associated Aviation U nderwriters. 

In witness whereof the said Company has caused its common seal to be 
affixed hereto this_ 






I a ee chm cn 

earn case (SO i il eon mane 
both known to me to be the persons whose names are subscribed to the foregoing 
instrument, and acknowledged to me that they executed the same for the pur- 
poses and considerations and in the capacities therein expressed. 


In testimony whereof I hereunto sign my name and affix the impress of my 
ERE NR Ek. Seip ech ited iti eninlow Sadaeek this ___. day of 









Notary Pu blie. 






Archie, 


This is the contract filled out as it would be for a company with a 3% partici- 
pation. 


CONTRACT 






ee ee nc ewe ecg eee 
hereinafter called the Company, and the firm of Chubb & Son, a copartnership 
of New York, New York, hereinafter called the Managers, is effective with 
respect to all risks of the type described herein attaching on and after the first 
pans ok Se a, 

I. The Company appoints the said Chubb & Son as its Managers to transact 
the classes of insurance enumerated in Airplane Insurance Agreement between 
certain companies operating under the name of “Associated Aviation Under- 
writers” with all powers and authority necessary to represent and act for the 
said Company, pursuant to Power of Attorney given in conjunction therewith 
to the Managers. 

II. The Managers accept the appointment and allocate to the Company a 
participation of 3% of the business of the Associated Aviation Underwriters 
which allocation is accepted by the Company. 

III. The Managers agree to render monthly statements in such form as may 
be mutually agreed upon showing the Company’s share of income and outgo 
(including bad debts and all other expenses of the Associated Aviation Under- 
writers and commission under IV. A. below) on this business, as promptly as 
possible following the close of the month in which the business is written. Set- 
tlements shall follow such procedure as is in effect at the time of each settlement 
between the Associated Aviation Underwriters and the Managers and settlements 
shall be made between the Managers and the Company within fifteen days of the 
time that they are made between the Associated Aviation Underwriters and the 
Managers. All collected premiums shall, however, be taken account of in settle- 
ments made, within 150 days of the close of the month in which they were writ- 
ten. 

In spite of the foregoing, if at any time funds of the Company in the hands 
of the Managers and Associated Aviation Underwriters are insufficient to meet 
the Company’s proportion of the Associated Aviation Underwriters’ disburse- 
ments, the Company agrees to make special remittance to the Managers when 
so requested. 

a The remuneration of the Managers hereunder shall be as follows 

A. A commission of 2% of 3% of the gross premiums (meaning w ritten premi- 
ums less return premiums) on the business of the Associated Aviation Under- 
writers; if at any time the participation of the Company in the underwriting of 
such business of the Associated Aviation Underwriters becomes other than 3%, 
the aforementioned 3% shall be amended accordingly. 
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B. A contingent commission of 10% of any profits there may be in the business 
reported to the Company for the twelve months period ending December 31st 
of each year (or shorter period if this agreement is terminated at other than 
the end of a calendar year), hereinafter called the year or period of the account. 
The calculation of such profit shall be made as soon as practicable after a date 
twelve months subsequent to the end of the year or period of the account and in 
the manner outlined below : 

#1. Income: The gross premiums (less return premiums). 

t2. Outgo: 

(a) Commissions to agents and brokers. 

(b) Reinsurance premiums (net). 

(c) Losses paid less reinsurance loss recoveries and net salvage 
recoveries. 

(d) Operating expenses of the Associated Aviation Underwriters includ- 
ing bad debts. 

(e) Chubb & Son commission, except contingent commission. 

#3. To the income (#1 above) shall be added the net loss reserve, if any, from 
the previous contingent account and to the outgo (sum of (a) to (e), #2 above) 
shall be added the net loss reserve, if any, for the year or period of the account 
(including reserves for losses incurred prior thereto) as of a date 12 months sub- 
sequent to the end of such year or period. 

The figures under #1 and #2 above shall be for the year or period of the ac- 
count ; the figures under #3 shall be as stated therein. 

The profit, if any, shall be the excess, if any, of income (#1) over outgo (#2), 
each increased as provided in #3 above. 

-ayment of any contingent commission due shall be made within thirty days 
after verification by the Company of such contingent commission statement, but 
no payment shall be made, however, until the Managers have accounted to the 
Company for all balances due for the year or period of the account. 

V. This agreement is unlimited as to its duration but it may be terminated 
at any time by either party giving the other ninety days notice in writing and 
in case this agreement is so terminated neither party shall have any claim upon 
the other for loss of prospective profits, commission, or damages of any kind 
arising from such termination; and Power of Attorney given to the Managers in 
conjunction herewith shall stand revoked and annulled as of date of termination 
of this agreement as to future commitments of liability. 

VI. This agreement is made in good faith, and should there arise from any 
unforeseen cause differences of opinion or interpretation of the contract which 
cannot be amicably settled between the Company and the Managers, it is then 
understood and agreed that such differences shall be submitted for arbitration to 
three disinterested executive officers of _-_.___-__-_-__-__- insurance companies 
incorporated in the United States, one to be chosen by the Company, one by the 
Managers, and the third by the two so chosen, any decision of the majority of 
the three in each case to be final. The aribtrators shall be required to decide 
matters submitted to them upon the customs and usages of the business in the 
spirit of equity rather than of technicalities or of legal requirements. Each 
party shall pay for the expense of its own arbitrator and a pro rata proportion 
of the expenses of the third arbitrator. 

Witness the hands and seals of the parties to this contract made and signed 
Nia ct cat ee ae 19__, and in New York City, 
New York, this __--_- gas NNT EE ctca netaenice eens acemeniar ne ie: aa 


Cuuss & SON, 
ee eee aa ca ces 
Member of the Firm. 
Witness: 
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Endorsement #1 effective Dec. 1, 1956, for attachment to Associated Aviation 
Underwriters Hull & Casualty Aviation Insurance Agreement between Chubb & 
Son and Marine Office of America : 

“The schedule of participations of Group A shown on Pages 15 and 16 of this 
Agreement shall apply with respect to risks attaching prior to Dec. 1, 1956, and 
the following schedule of participations shall apply with respect to risks attach- 
ing on and after Dec. 1, 1956: 


Partici 

“Group A (poreeane 
au pnaigntinteneeuiengaareasertn 2% 
Nene cao wiaciacveia-areseb eaesenieomengauperer oneery m-qraseocuneseiees 3 
a I a eerierentencnp ements cetesiniaerint gn esenan eres eet eae 141% 
Ne aevesersiemerqstemerce wenstitinerere>mnenseeneras 11% 
General Accident Fire & Life Assurance Corp., Ltd_________--_-_-_----- 2 
Neen enn nn en nn nnn eee ee a aecaes ereeeserererer won erungrenss 2% 
The London & Lancashire Insurance Co., Ltd___-_-_-__-_-_----__-_-_-_--~ 2 
Deen ee ee cece pi ceeoageeteeiien dei cverdaestnese~sino nasirsiioe 2% 
Merchants Fire Assurance Corporation of New York___---------- ee 6 
Neen nnn nn nce enn ee ecersad deiaeosirerenmenapenmenenacee 2% 
ga iat etd Sd Sie SAE SIRE, SO el See etn aaa a ee Se caer ates 5 ag 


By CuHuss & Son, 
i a i il EE all ce cichinemnntinist penalties Partner, 
Managers and/or Agents. 





8c 


In 
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All 
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ion Associated Aviation Underwriters—Policy year experience to Dec. $1, 1957 
> & 
SCHEDULE NO. 1 (SUMMARY OF SCHEDULES 1A, 1B)—AIRCRAFT HULL (COMBINED) 
his 
ind Incurred Paid losses 
ch- Net direct losses including 
Policy year premiums including allocated Loss reserve Loss 
written ! allocated claim Dec. 31, 1957 ratio 
tion claim expense 
t) expense 
1 \ 
. 4 | 
114 $6, 520, 522 $2, 368, 416 oe 36.3 
iY, 4, 916, 669 977, 026 939, 549 $37, 477 19.9 
72 4, 670, 189 2, 513, 166 2, 475, 381 37, 785 53.8 
2 5, 496, 709 7, 076, 329 5, 824, 968 1, 251, 361 128.7 
21, 5, 289, 940 1, 278, 176 44, 438 1, 233, 738 24.2 
an 26, 894, 029 14, 213, 113 11, 652, 752 2, 560, 361 2. 
~/2 (WS SSS = | 
6 2 
DY, 1, 700, 839 672, 739 i 39.6 
‘2. 1, 834, 102 754, 036 | 752, 536 1, 500 41.1 
1 2, 232, 508 1, 289, 489 | 1, 263, 325 26, 164 57.8 
2, 836, 656 1, 851, 606 1, 737, 110 114, 496 65.3 
1, 851, 254 736, 333 436, 052 300, 281 39.8 
ts 10, 455, 359 5, 304, 203 4, 861, 762 442, 441 50.7 
| — 
DN. +4 eseviecoeninnuediintiaosan | 369, 362 108, 929 | oe eee } 29. 5 
Dak bémnrwreneneinemgidataaioned 404, 341 272, 782 | SIR FEE Nwencccivcecsce 67.5 
ia do chiprheh eeeteensinens ogkgitintitawensl 409, 191 224, 359 | 222, 859 1, 500 54.8 
ik; btivedecerenevehaieenutnaiies | 575, 783 291, 539 | 274, 030 17, 509 50.6 
SURE £cPinikaneesesckcittenttinanins 347, 805 138, 172 | 96, 102 | 42, 070 39.7 
es oe 2, 106, 482 1, 035, 781 974, 702 | 61, 079 49.2 
Manufacturers: ; | 4 hy 
SEE papenuteidéecswnendabeitennns | 488, 469 19, 079 og 3.9 
PRs seowenceenenespdiintinneses | 495, 594 20, 913 BA GOP Bccnnncenssece | 4.2 
idiom worneueenatenhinintemesduenl 482, 579 62, 650 | JS 13.0 
Nc ces esters Setar eesean a sc 492, 411 1, 000, 089 | 1 GORE Sa euncinncusun.s 203. 1 
Dads webbing soncansiphttuliminsas | 366, 941 11, 524 6, 524 5, 000 3.1 
TED, co nsicnnniimediinetcbenind 2, 329, 994 1, 114, 255 1, 109, 255 5, 000 47.8 
Private pleasure risks: . 
ee 181, 662 125, 079 SONI a uuneaerwecire 68.9 
193, 208 121, 287 121, 012 275 62.8 
231, 225 199, 592 198, 009 1, 583 86.3 
277, 957 224, 406 217, 495 6, 911 80.7 
282, 198 98, 467 49, 258 49, 209 34.9 
1, 166, 250 768, 831 710, 853 57, 978 65.9 
9, 260, 854 3, 294, 242 6 aE 35.6 
7, 847, 914 2, 146, 044 2, 106, 792 39, 252 27.3 
8, 025, 692 4, 289, 256 4, 222, 224 67, 032 53.4 
9, 679, 516 10, 443, 969 | 9, 053, 692 1, 390, 277 107.9 
8, 138, 138 2, 262, 672 632, 374 1, 630, 298 27.8 
42, 952, 114 22, 436, 183 19, 309, 324 3, 126, 850 52.2 














See footnote at end of table, p. 450. 
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Associated Aviation Underwriters—Policy year experience to Dec. 31, 1957—Con. 
SCHEDULE NO. 1A—GROUND COVERAGES 


SLA Os BOO each VES TER 


Policy year 


— airlines: 
1953 


Net direct 
premiums 
written ! 


| 
Inevrred 
losses 
ineluding | 
allocated | 
claim 
expense | 


$117, 672 | 
327, 547 
622, 884 | 
1, 776, 691 | 
427,116 | 
3, 271, 910 


| 
384, 890 | 
379, 734 
649, 895 | 
179, 668 | 
94, 158 


Paid losses / 
incl ding 
allocated 
claim 
expense 


| 
| 


$117, 672 
290, 070 | 
585, 899 

1, 335, 830 | 
43, 878 | 


2, 373, 349 


384, 800 | 
379, 434 
638. 131 
144, 811 
76, 857 | 





1, 688, 345 | 


1, 6: 24, 123° 





185, 074 | 
117, 441 | 


10, 721 


| 
Loss reserve Loss 
Dec. 31, 1957 ratio 


$37, 477 | 
36, 985 

440, 861 | 
383, 238 | 


896, 561 | 


300 | 
11, 764 
34, 857 | 





777, 452 | 


52 | 
4 


342, 194 | 


336, 748 | 








110, 414 
143, 357 
139, 156 
122, 266 

77, 556 | 


12, 814 | 
13, 986 
11, 185 | 
100, 002 
8, 024 | 


12, 814 | 
13, 986 
11, 185 
100, 002 | 
6, 524 


Staosr 
eonroocoerom 











592, 739 


108, 593 
104, 626 
99, 515 | 
104, 844 
108, 375 





525, 953 | 


2, 551, 823 | 
2, 260, 119 
2, 220, 146 
2, 557, 204 | 
2, 159, 882 | 


146, O11 | 


94, 691 | 
51, 258 | 
64, 089 | 
34, 613 | 
33, 210 | 


277, 861 | 

696, 519 | 

991, 988 | 
1, 363, 810 


2, 140, 275 | 
573, 729 | 


144, 511 | 


94, 691 
50, 983 
64, 006 
31, 902 | 

6, 751 | 


248, 333 
696, 519 
913, 936 

1, 314, 478 

1, 657, 400 | 
144, 731 





| eo 


| 


SESSA 
we eoron 


ao 
nm 


| 


SSE8N 
on ee Ow 





11, 749, 174 


See footnote at end of table, p. 450. 
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Associated Aviation Underwriters—Policy year experience to Dec. 31, 1957—Con. 














SCHEDULE NO. 1B—CRASH COVERAGES 



















































































Incurred Paid losses 
Net direct losses incl ding 
Policy year premiums including allocated | Lossreserve | Loss 
written ! allocated claim | Dec. 31, 1957} ratio 
claim expense | 
expense 
Scheduled airlines: | 
ek Peers cates ss $4, 922, 994 $2, 250, 744 eee ee 45.7 
ONO? dap e0 eec8: oi eee sae ee 3, 712, 055 649, 479 649, 479 |_......._- os 17.5 
SOG. 6-408 shad. 3.<. 3k ee ee ee 3, 525, 993 1, 890, 282 1, $89, 482 | $800 53. 6 
Seer. 2 Sea. eas <6. cca. ee 4, 150, O15 5, 299, 638 4, 489, 138 810, 500 127.7 
OTS i eas tink cca Sth Giidbons- 3, 993, 905 851, 060 560 | 850, 500 21.3 
Ola ee aetna Sieadig snicker eresjtl oman ee aetna 
SINNIII <ssiectnihabicasieebamntncicipincschanicabiedienadl 20, 304, 992 10, 941, 203 9, 279, 403 | 1, 661, 800 | 53.9 
Industrial aid risks: iz <i rr ——— 
DE acc aca wa auicniesienameeied 1, 107, 847 287, 849 EEE = | 26.0 
1954 ee ab Meecens] 1, 215, 074 374, 302 373, 102 1, 200 30.8 
Ble didi accsncontditebdibnoees 1, 539, 386 639, 594 625, 194 | 14, 400 41.5 
SOG 4 tit Bb ck ice eb Sd ehen 2, 088, 330 1, 671, 938 1, 592, 299 | 79, 639 82.0 
ee othe «nnn dl alates 1, 290, 779 642, 175 359, 195 282, 980 49.8 
I i eninesiatsvbdbinsiiaaanenell 7, 191, 416 3, 615, 858 3, 237, 639 | 378, 219 50.3 
Flying services: te or 4 cao 
a a ee 227, 066 22, 477 | a: 9.9 
a i a ce ne | 215, 817 93, 319 TN ocawcccenden 43.2 
Eo Aiteh ii a ok eee eee 265, 074 208, 602 207, 602 1, 000 78.7 
Be 1 -BNs io canncieciincienes= 390, 709 242, 238 229, 175 13, 063 62.0 
Oe ck A et 230, 364 126, 951 85, 381 41, 570 55.1 
tsk ate 1, 329, 030 693, 587 637, 954 | 53, 633 52.2 
Manufacturers: : pr Ps ae . ; 
1953 378, 055 6, 205 O08 loca \ 1.7 
BS. 2S Asccsscccidiet dans 355, 237 6, 927 6, 927 like a 1.9 
Pe. occ p pe See 3A3, 383 51, 465 cn tcntainaie 15.0 
Ses sant dice scccsk ant ~<~s~e 370, 145 900, 087 DE cudieecacanans 243. 2 
1957 ae ~ a a 289, 385 Than inedemaiene 3, 500 1.2 
a 1, 737, 205 968, 244 964, 744 3, 500 55. 7 
Private pleasure risks; Venema 5 
il a 73, 069 30, 388 SP Tanedinteesnwuial 41.6 
SF ii tanwwakencmalthtieens« | 88, 582 70, 029 PEE Eaicinninacmeninnedll 79.1 
Be fd hi ubwndnnnsep ddd aancs 131,710 135, 503 134, 003 1, 500 102. 9 
DG Aidt ccaewackdiiiadiaoanes 173, 113 189, 793 185, 593 4, 200 109. 6 
OR a i a ice 173, 823 65, 257 42, 507 22, 750 37.5 
ries knkebsbourentnineal 640, 297 490,970 | 462, 520 | 28, 450 76.7 
All combined: a ‘| =e g sia —* 
Ee ae 6, 709, 031 2, 597, 7: 2, 507, 723 |.....-- adele 38.7 
OS ey a eee 5, 587, 795 1, 194, 056 1, 192, 856 1, 200 21.4 
SR ree | 5, 805, 546 2, 925, 446 2, 907, 746 17, 700 50. 4 
SS bb dh Uh cccecd: dkpoaeamos 7, 122, 312 8, 303, 694 7, 396, 292 907, 402 116.6 
ee eee ae ee 5, 978, 256 1, 688, 943 487, 643 1, 201, 300 28.3 
ac taliael 31, 202, 940 16, 709, 862 14, 582, 260 | 2, 127, 602 53. 6 
See footnote at end of table, p. 450. 
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Associated Aviation Underwriters—Policy year experience to Dec. $1, 1957—Con. 


SCHEDULE NO. 2 (SUMMARY OF SCHEDULES 2A, 2B, 2C)—AIRCRAFT PASSENGER, 
PUBLIC AND PROPERTY DAMAGE LIABILITY (COMBINED) 





Policy year 


ee ee 




































































. Incurred Paid losses 
Net direct losses including 
premiums including allocated Loss reserve Loss 
written ! allocated claim Dec. 31, 1957 ratio 
claim expense 
expense 
$3, 590, 311 $2, 027, 376 $1, 797, 342 $230, 034 56.5 
3, 141, 406 1, 952, 011 1, 700, 433 251, 578 62.1 
2, 991, 609 1, 481, 100 719, 673 761, 427 49.5 
3, 394, 602 4, 913, 634 863, 192 4, 050, 442 144.7 
1, 431, 092 234, 550 24, 284 210, 266 16.4 
14, 549, 220 10, 608, 671 5, 104, 924 | 5, 503, 747 72.9 
369, 725 184, 626 83, 876 100, 750 49.9 
452, 088 142, 556 136, 156 6, 400 31.5 
551, 562 295, 962 207, 553 88, 409 53.7 
| 670, 435 165, 338 20, 005 145, 333 24.7 
487, 287 221, 314 2, 352 218, 962 45.4 
| 2,531,007 | 1, 009,796 449, 942 ‘559, 854 39.9 
195, 725 37, 161 30, 496 | 6, 665 19.0 
194, 177 187, 559 | 167, 060 20, 499 96.6 
188, 483 109, 432 40, 577 68, 855 58.1 
| 247, 432 140, 324 49, 999 90, 325 56.7 
152, 785 13, 990 3, 826 10, 164 9.2 
973, 602 488, 466 291, 958 196, 508 49.9 
112, 103 9, 148 7, 898 1, 250 8.2 
| 100, 459 6, 764 | 6, 384 380 6.7 
100, 380 53, 307 2, 722 50, 585 53.1 
72, 548 5, 766 4. 276 1, 490 7.9 
43, 966 23, 215 21, 765 1, 450 52.8 
429, 456 95, 200 43, 045 55, 155 22.9 
| 119, 989 10, 084 10, 059 25 8.4 
104, 593 15, 016 13, 916 1, 100 14.4 
100, 737 24, 200 14, 936 9, 264 24.0 
115, 510 53, 048 41, 598 11, 450 45.9 
118, 719 80, 343 2,113 78, 230 67.7 
559, 548 162, 691 82, 622 100, 069 32.6 
4, 387, 853 2, 268, 395 1, 929, 671 338, 724 51.7 
| 3, 992, 723 2, 303, 906 2, 023, 549 279, 957 57.7 
| 3,982,771 1, 964, 001 985, 461 978, 540 49.9 
4, 500, 727 5, 278, 110 979, 070 4, 299. 040 117.3 
2, 233, 849 573, 412 54, 340 519, 072 25.7 
| 19,047,923 12, 387, 824 5, 972, 491 6, 415, 333 65.0 
| 
elec Aiea a aentatniian eatinenicemnantie ll anaeinkerts Saleen 
. 450. 


See footnote at end of table, p 
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Associated Aviation Underwriters—Policy year experience to Dec. 31, 195%7—Con. 
SCHEDULE NO. 2A—AIRCRAFT PASSENGER LIABILITY 


Incurred Paid losses 
Net direct losses including 
Policy year premiums including alloeated Loss reserve 
written ! allocated claim Dec. 31, 1957 
claim expense 
expense 


Scheduled airlines: 
1953 $3, 334, 204 $1, 686, 309 $1, 594, 636 $91, 673 
2, 764, 731 1, 764, 780 1, 551, 627 213, 153 
2, 570, 449 1, 261, 758 516, 341 745, 417 
3, 100, 049 3, 554, 257 674, 808 2, 879, 449 
1, 317, 382 209, 911 12, 147 197, 764 


13, 086, 905 8, 477, 015 4, 349, 559 


SPOONS 
TO oF 


i3| 


li 


181, 791 172, 725 
220, 329 92, 387 87, 387 
232, 113 198, 880 
271, 910 135, 129 
216, 390 192, 778 


1, 122, 533 


Se = S 
Isao 


Wel 


132, 742 
125, 144 
127, 914 
162, 122 
83, 299 


637, 221 


= 
= 





oSRS 


> nae OO 


> 
od 


| 


44, 346 


8.2 
6.7 
53.1 
7.9 
52.8 
22.9 


i 
92 


13, 686 
31, 658 
78, 215 


138, 008 


SARE oe 
aocooFf ee. 

re 
2/328 
In ooonm* 


| 


ew 
> 


3, 749, 887 1, 877, 566 1, 685, 693 
3, 191, 471 2, 024, 711 1, 795, 408 
3, 016, 660 1, 551, 310 661, 951 
3, 609, 899 3, 840, 661 728, 692 
1, 694, 014 486, 830 12, 466 


| 15, 261, 931 9, 781, 078 4, 884, 210 4, 896, 868 


= | 
e 
a 





3 
~s 








g| ssees 
— be ee 


| 2) #5 


See footnote at end of table, p. 450. 








448 


THE INSURANCE INDUSTRY 





Associated Aviation Underwriters—Policy year experience to Dec. 31, 1957—Con. 
SCHEDULE NO. 2B.—AIRCRAFT PUBLIC LIABILITY 



















































Incurred Paid losses 
Net direct losses incl ding 
Policy year premiums ine] “ding allocated Loss reserve Loss 
written ! allocated claim Dec. 31, 1957 ratio 
claim expense 
expense 
} eee 
Scheduled airlines: 

BOs nb SEE woceend band vuwse $126, 873 $110, 222 $31, 155 $79, 067 86.9 
Se hllh dtibencenapdbantsetuse~ 184. 166 3, 702 1, 852 1,850 2.0 
Fiicttintitecccadmebdvbdaon 217, 858 6, 043 3, 553 2, 490 2.8 

dt Meath omencheitipeunidus 142, 033 1, 010, 099 99 1, 010, 000 711.2 
55, 550 3,000 |..-- 3, 000 54.0 
726, 480 1. 133, 065 | 26, 659 | 1, 0%, 497 156.0 
| ea ee er ae scl nbege 
75, 72 38, 807 | 37, 807 1, 000 51.2 
102, 656 76, 817 74, 817 74.8 
130, 712 1, 027 27 1,000 8 
94, 462 |_- a ; Scat a ; 
463, 420 116, 651 114, 651 2, 000 25.2 
31, 668 7, 443 2, 943 4, 500 23. 5 
31, 957 11, 417 | 3, 917 7, 300 35.7 
30. 991 7, 755 7, 755 ~~ 25.0 
42, 454 122 SE sicssascndetace 3 
34, 824 2, 772 72 2,7 8.0 
171, 894 29. 509 14, 809 14,7 7.2 
31, 153 }.._2... celews naundiesindiiaiann - 1 1. ; 
35, 747 1, 660 1, 605 55 4.6 
27, 894 SE Daca septal tnktnaideeniod alt. 
24, 945 250 Se isdpsnarissnihinnsastoatie 1.0 
13, 530 50 5O |... “a 
133, 269 1, 960 1, 905 55 1.5 
29, 251 996 996 eae 3.4 
3 ee. Fee eee ; ions inti dis 
25, 075 8, 659 1, 159 7, 500 34.5 
27, 730 18, 757 i ivinadinsscaes 67.6 
kf eet ae ; are 1986066 k diene anid 
134, 727 28, 412 20, 912 7, 500 21.1 
278, 756 118, 661 35, 094 83, 567 42.6 
352, 672 55, 586 45, 181 10, 405 15.8 
404, 474 99, 274 89, 284 9, 990 24.5 
367, 874 1, 030, 255 19, 255 1, 011, 000 280. 1 
pide thnamatcinkiwenet 226, 014 5, 122 5, 700 2.6 
idsiadoeenseabibiawadues 1, 629, 790 1, 309, 598 188, 936 1, 120, 662 80.4 











See footnote at end of table, p. 450. 
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Associated Aviation Underwriters—Policy year experience to Dec. 31, 1957—Con. 






































\ 
; SCHEDULE NO. 2C—AIRCRAFT PROPERTY DAMAGE LIABILITY 
Ine"rred Paid losses 
: Net direct losses inel “ding 
! Policy year premirms incl *ding allocated Loss reserve Loss 
written ! allocated claim Dec. 31, 1957 ratio 
claim expense 
expense 
Scheduled airlines: 
1963......- inno $129, 144 $230, 845 $171, 551 $59, 294 178. 8 
1054. .... eee aa 192, 509 183, 529 146, 954 36. 575 95. 3 
> dst eben cosespenn Ubereen 203, 302 213, 299 199, 779 13, 590 104.9 
GN ae 152, 720 349, 278 188, 285 160, 993 228. 7 
NE 64 Uae erocanpces 58, 160 21, 639 12, 137 9, 502 37.2 
Tete... 5-3 735, 835 998, 590 718, 706 279, 884 135. 7 
ndustrial aid risks: 
1953... Betepecscnde a 128, 123 11, 901 11, 351 550 9.3 
BOB6. 5 oaieny eee 155, 980 11, 362 10, 962 400 7.3 
BD. dckeatebbese 216, 793 20, 265 7, 856 12, 409 9.3 
0 . Se 267, 813 29, 182 19, 849 9, 333 10.9 
is + LUkbtanenchaspatibedresnns 176, 435 28, 536 2, 274 26, 262 16. 2 
Teese i 6:2 00- 945, 144 101, 246 52, 292 48, 954 10.7 
Flying services: eo 
. 31, 315 16, 141 13, 976 2, 165 51.5 
33, 076 18, 092 16, 243 1, 849 54.7 
29, 57! 24, 691 22, 778 1, 913 83. 5 
42, 856 21, 436 17, 931 3, 505 50. 0 
32, 662 5, 292 3, 728 1, 564 16. 2 
Total ome “ 169, 487 85, 652 74, 656 10. 996 50.5 
| ai i Ok Oe Ee eenaiemennen 
: Manufacturers 
SE Tr csiniidrapncnbetebinale 36, 604 9, 148 7, 898 1, 250 25. 0 
ee 38, 006 5, 104 4,77 325 13.4 
' el ee aN os 83, 496 53, 307 2, 722 50, 585 159. 1 
ee ee 26, 765 4, 665 3, 675 990 17.4 
BN dat notte nccneonparee te 12, 984 23, 165 21, 715 1, 450 178. 4 
ce ersaen nobler tou 147, 855 95, 389 40, 789 54, 600 64. 5 
Private pleasure risks: 
I cnr meonvepgieescnenlen 34, 024 4, 133 4, 108 25 12.1 
Se a eee 29, 009 5, 522 4, 422 1, 100 19.0 
BD. 655 60555236636 500 cb bao esones 28, 468 1, 855 1, 091 764 6.5 
ES bose cocnnenhdee eke eeses 32, 800 2, 633 1, 383 1, 250 8.0 
ck SEE nan eainaewel 33, 580 2, 128 1, 898 230 6.3 
Orne moar nr 157, 881 16, 271 12, 902 3, 369 10.3 
i All combined: an 
i I a i sins Sih anioaa mime cacelibtaire 359, 210 272, 168 208, 884 63, 284 75.8 
BDn bake gsc tgecenspobebtareks~- 448, 580 . 183, 360 40, 249 49.8 
BE, cotitdntbncncsobstabisthepea 511, 637 313, 417 234, 226 79, 191 61.3 
BD. donee detdeocncnmnebhage ies 522, 954 407, 194 231, 123 176, 071 77.9 
DN cancel tas ocnentkenns aepeaee 313, 821 80, 760 41, 752 39. 008 25.7 
i nncctaninapeseaamenmdinnes 2, 156, 202 1, 297, 148 899, 345 397, 803 60. 2 








See footnote at end of table, p. 450. 
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THE INSURANCE INDUSTRY 


Associated Aviation Underwriters—Policy year experience to Dec. $1, 1957—Con. 
SCHEDULE NO. 3—MISCELLANEOUS AVIATION COVERAGES 












































Incurred Paid losses 
Net direct losses including | 
Policy year premiums including allocated Loss reserve Loss 
written ! allocated claim Dec. 31, 1957 ratio 
claim expense 
expense 

$107, 309 $48, 704 , 605 55.1 
131, 226 62, 519 68, 707 67.0 
146, 152 55, 629 90, 523 70.0 
154, 233 33, 593 120, 640 92.3 
60, 905 9, 983 , 922 47.7 
599, 825 210, 428 389, 397 67.1 
1, 368, 804 1, 108, 304 260, 500 | 165.8 
64, 23, 011 41,075 | 6.9 
130, 259 11, 759 118, 500 13.9 
201, 271 36, 071 165, 200 20. 1 
1, 427 327 1, 100 2 
1,765,847 | 1,179,472 586, 375 | 38.8 
SS ee 
1, 200, 338 1, 199, 588 750 | 36.7 
423, 676 422, 676 1, 000 | 12.9 
1, 188, 137 1, 070, 275 117, 862 | 28.6 
1, 750, 923 1, 532, 023 218, 900 32.9 
808, 859 338, 851 470, 008 17.0 
5, 371, 933 4, 563, 413 808, 520 25.8 
13, 261 ee 26.0 
7, 676 7, 346 330 | 12.3 
22, 233 12, 133 10, 100 | 32.4 
17, 030 14, 880 2, 150 20.3 
18, 328 6, 395 11, 933 20. 2 
78, 528 | 54,015 24, 513 22.0 
— — = 
1,014 es 19.6 
4, 709 Ul... sacskediee 34.7 
11, 450 8, 944 2, 506 | 79.0 
12, 575 12, 170 405 | 67.2 
14, 240 7, 546 6, 694 74.7 
43, 988 34, 383 9, 605 62.0 
| : eee = 
2, 690, 726 2, 370, 871 319, 855 | 61.9 
631, 373 520, 261 111, 112 14.1 
1, 498, 231 1, 158, 740 339, 491 27.8 
2, 136, 032 1, 628, 737 507, 295 32.4 
903, 759 363, 102 540, 657 | 15.4 
ee 26, 670, 936 7, 860, 121 6,041,711 | 1, 818, 410 | 29.5 





1 Premiums are written premiums and for 1957 the earned premiums are approximately 50 percent of those 


shown. 
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Associated Aviation Underwriters—Policy year experience to Dec. $1, 1956 
SCHEDULE NO. 1 (SUMMARY OF SCHEDULES 1A, 1B)—AIRCRAFT HULL (COMBINED) 






























































Incurred Paid losses 
Net direct losses including 
Policy year premiums including allocated Loss reserve Loss 
written allocated claim Dee, 31, 1956 ratio 
claim expense 
expense 
Scheduled airlines: 
1952... Saint $5, 175, 215 $3, 952, 081 SSRN... .==252522: s 76.4 
Beebe snc 6, 572, 670 2, 378, 013 yy Oe 36. 2 
Chg he nrc enb eee Se 4, 828, 829 1, 045, 382 888, 194 $157, 188 21.6 
crete ge ace ete bi ts ccc ape -| 4, 556, 699 2, 616, 018 2, 315, 761 300, 257 57.4 
BIN cisheirarae otras ride w iain aul econ needed 4, 329, 878 2, 332, 907 1, 995, 657 337, 250 53.9 
UR oe aetanennnsnt eee ceerehtint 25, 463, 291 12, 324, 401 11, 529, 706 794, 695 48. 4 
Industrial aid risks: rT : | Gagte 
SOR do cee ne nc sit ieee eee 1, 650, 449 429, 809 | 429, 659 150 26.0 
nist ears ote lesa tlre aati 1, 700, 839 676, 237 GE tecwncoeeee 39.8 
wae nmad names nicenbame pam a 1, 834, 102 762, 643 750, 143 12, 500 41.6 
ee es Soe euba ee | 2,117, 304 1, 269, 056 1, 250, 517 18, 539 59.9 
Sin iieiete tdi thetendniieedeinibaganiicae 2, 584, 924 972, 404 362, 563 609, 841 37.6 
Total fi Gintaminseitl ornies bins focnee 9, 887, 618 4, 110, 149 3, 469, 119 641, 030 41.6 
Flying services: - eg: a a 
; i thorna satan tlkdemmtnlanticiweia 193, 896 62, 971 ee tecsnancsonxece 32.5 
i icichap socheecls Beran livia ene encdiaie 369, 362 108, 878 NI Tl. sx eoeec hare tatae 29. 5 
IN bist esean dpe cat ts bs Sach mentee mpmeorti tien 404, 341 272, 782 Se tonne : : 67.5 
ee eres a ianiensncuniincaprenmtadaiadtniais 408, 130 215, 639 | 206, 856 8,7 52.8 
ee icioninlapcoieoan tere 419, 632 131, 057 | 92, 139 38, 918 31.2 
. eri es ciareeaies tips oat eerrn mas 1, 795, 361 791, 327 743, 626 47,701 44.1 
Manufacturers: " ™ 
NG cad ts cpap ahs id teste tien 420, 804 56, 912 i oeceee es sonst 13.5 
cB Stee Mink tanh ce ea 488, 469 18, 952 18, 952 |---.- 3.9 
Be cakahnth dems poeiehneasncde Srdialepoeceneadl Aber toas cate 499, 594 20, 913 Se tees 4.2 
indigent tits miebidiatenn keicnads 480, 190 49, 587 21, 287 28, 300 10.3 
| Bins Ratcartltnisgcininatiree ates 343, 040 148, 780 102, 280 46, 500 43.4 
| ih ye eee ae 2, 232, 097 295, 144 220, 344 74, 800 13.2 
| Private pleasure risks: 7 rn 
Eee ae 185, 828 73, 308 WDNR nnn ns: mee 39.4 
{ Sivnihnciesnmnonaaninigane thane 181, 662 125, 301 125, 001 300 69.0 
\ I seal ceonsestpsicsessitpciotscicbeiin cranes teat coceiaa’ 193, 227 123, 423 119, 648 3, 775 63.9 
; RR Ek RE 5 233, 679 203, 186 192, 728 10, 458 87.0 
er kee ia 285, 186 159, 174 76, 246 82, 928 55.8 
Pes nincitaintaindinencalecemainn 1, 079, 582 684, 392 586, 931 97, 461 63. 4 
All combined: 7¥ 
ara ed a 7, 626, 192 4, 575, 081 4, 574, 931 150 60.0 
I id snataietesdace iasccincoconpeaain namin 9, 313, 002 3, 307, 381 3, 307, 081 300 35. 5 
isk: ch sarcinietoinas nstneeneacigctamnnamie diated: 7, 760, 093 2, 225, 143 2, 051, 680 173, 463 28. 7 
SEIN chick ooeeee Deans nae nteesshpabceetemnd matey. 7, 796, 002 4, 353, 486 3, 987, 149 366, 337 55.8 
lao Faas teres cpl cibhes esicllicancmamateneids ih 7, 962, 660 3, 744, 322 2, 628, 885 1, 115, 437 47.0 
es odors sahara 40, 457, 949 18, 205, 413 16, 549, 726 1, 655, 687 45.0 
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THE INSURANCE INDUSTRY 


Associated Aviation Underwriters—Policy year experience to Dec. 31, 1956—Con. 
SCHEDULE NO. 1A—GROUND COVERAGES 





Policy year 


Scheduled airlines: 


















































Incurred Paid losses 
Net direct losses inel nding 
premi'’ms inel ding allocated Loss reserve Loss 
written allocated claim Dee. 31, 1957 ratio 
claim expense 
expense 

$1, 267, 927 $255, 172 ED B..cc onnitisiinalice 20.1 
1, 610, 304 117, 669 117, 669 ; 7.3 
1, 183, 063 335, 158 282, 970 $52, 188 28.3 
1, 116, 391 616, 214 492, 257 123, 957 55.2 
1, 060, 820 32, 684 184 32, 500 3.1 
6, 238, 505 1, 356, 897 1, 148, 252 208, 645 21.8 
567, 031 173, 231 178, 231 |... =a 30.6 
592, 992 384, 890 384, 890 |_____ 64.9 
61°, 028 388, 920 377, 620 11, 300 62.8 
6614, 897 646, 315 635, 676 10, 639 97.2 
735, 711 105, 288 66, 407 38, 881 14.3 
3, 179, 659 1, 698, 644 1, 637, 824 60, 820 53.4 
93, 538 26, 014 26,014 aii 27.8 
142, 296 86, 401 oe aoe |........ 60.7 
188, 524 179, 443 179, 453 95.2 
143, 857 18, 741 14, 958 3, 783 13.0 
140, 384 22, 051 16, 283 5, 768 15.7 
708, 599 332, 67 323, 119 9, 551 46.9 
201, 194 55, 642 RED Discriictcsaienaurae 27.7 
119, 414 12, 687 BET Eiboakonwiuabns 11.5 
143, 357 13, 986 DE iinanowsdnnioek 9.8 
138, 611 9, 568 0, 568 |_..... i 6.9 
78, 110 107, 588 98, 588 9, 000 137.7 
71, 686 199, 471 190, 471 9, 000 29.7 
115, 187 32, 716 ee iat 28.4 
108, 593 94, 913 94, 613 300 7.4 
104, 631 51, 243 50, 968 275 49.0 
100, 116 66, 913 63, 080 3, 833 66.8 
106, 361 11,914 9, 464 2, 450 11.2 
534, 888 257, 699 250, 841 6, 858 48.2 
2, 244, 877 542,775 542, 77 nelauuailioa 24.2 
2, 564, 599 696, 560 696, 250 300 7.2 
2, 238, 603 968, 770 905, 007 63, 763 43.3 
2, 163, 872 1, 357, 751 1, 215, 539 142, 212 62.7 
2, 121, 386 279, 525 190, 926 88, 599 13.2 
11, 333, 337 3, 845, 381 3, 550, 507 294, 874 33.9 





i 
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Associated. Aviation Underwriters—Policy year experience to Dec. 31, 1956—Con, 
SCHEDULE NO. 1B—CRASH COVERAGES 





Incurred Paid losses 
Net direct losses including 
Policy year premiums inel ding allocated Loss reserve Loss 
written allocated claim Dec. 31, 1957 ratio 
claim expense 
expense 
Scheduled airlines: 
i cscs tea aati aaecaente $3, 907, 288 $3, 696, 909 $3, 696, 900 |........-22..- 94.6 
RR Se ee Pe 4, 962, 366 2, 260, 344 2, 260, 344 |_.-...-__..-- 45.5 
Be pica eis -wwwosrape tet kiys 8, 645, 766 710, 224 605, 224 $105, 006 19.4 
OER. cdebdodaghacwecnpabeeihhesh. 3, 44C, 308 1, 999, 804 1, 823, 504 176, 300 58.1 
RR 3, 269, 058 2, 300, 223 1, 995, 473 304, 750 70.3 
i a nas> ce taenneceaen 19, 224, 786 10, 967, 504 10, 381, 454 586, 050 57.0 
Industrial aid risks: y 
hates by easundamstciinkasihstinte ii 1, 083, 418 256, 578 256, 428 150 23.7 
DL tckeGbencancees puma ieeoens: 1, 107, 847 291, 347 Sew 1-55<<:--52 26.3 
i: cBitintdudentectnieeyaaepes 1, 215, 074 373, 723 372, 523 1, 200 30.8 
Re ee se. 1, 452, 407 622, 741 614, 841 7, 9C0 42.9 
Se cdcblacnetcucccsenwireeass 1, 849, 213 867, 116 296, 156 570, 960 46.9 
i hot otlinneeebinnerammdnee 6, 707, 959 2, 411, 505 1, 831, 295 580, 210 35.9 
| Flying services: 
DL cétehubecusnucnpanhibdaseses 100, 358 36, 957 re. 36.8 
Be bike bepenavebeebugeshapekas 227, C66 22, 477 Ste ts cacacceeeene 9.9 
SE i. cthien éhineinithnhabiwes 215, 817 93, 319 Tee to occcccceeeces 43.2 
DEED. GkdpenthkasotecsnGubeniaeobak 264, 273 196, 898 191, 898 5, 000 74.5 
Dt degaitene~devuekdbealetknss 279, 248 109, 006 75, 856 33, 150 39.0 
TE nciincepinaans Anmataneteen 1, 086, 762 458, 657 420, 507 38, 150 42.2 
Manufacturers: 
StL. J. nbvksteontenbenasasavees 219, 610 1, 27 SOD 1 icentsacnrces .6 
ML a ccheee oCetab Segue ineasss 378, 055 6, 265 GO ts cseecscscosce 1.7 
Si atkapnetnebcnnasshameninte ses 356, 237 6, 927 Ree ioscsee a. 1.9 
DE, cdcebitaalvnentncegphkeboaas 341, 579 40, 019 11,719 28, 300 11.7 
Mi iii:aihntaehbwennekinaden tained 264, 930 41, 192 3, 692 37, 500 15.5 
ee nninipintonhcabaianemesaiaiac 1, 560, 411 95, 673 29, 873 65, 800 6.1 
Private pleasure risks: , 


NIP Ec <cnsaighs  iniheeeen based 70, 641 40, 
Me 6552525522 SESS R Ere le Sacains 73, 069 30, 
BE he cnnoveeuipey etiick 88, 596 72, 
ape « I te 133, 563 126, 
a sidan eR tes 178, 825 1 


lect setcak ie saee 544, 694 428, 6 336, 090 90, 603 78.3 
) 


All combined: 
Fie a er _| 5,381,315 032, 306 4, 032, 156 
hs = 403 610, 821 2, 610, 821 


4, 150 
8, 2, 
5, 521, 490 1, 256, 373 1, 146, 673 
2, 
3, 


109, 700 
224, 125 
1, 026, 838 





995, 735 2,771, 610 
2, 437, 959 


, 032 12, 999, 219 1, 360, 813 


S2RRe 
SONnonN So 





> 
= 
w 
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Associated Aviation Underwriters—Policy year experience to Dec. 31, 1956—Con. 
SCHEDULE NO. 2 (SUMMARY OF SCHEDULES 2A, 2B, 2C)—AIRCRAFT PASSENGER, 
























































PUBLIC AND PROPERTY DAMAGE LIABILITY (COMBINED) 
Incurred Paid losses 
Net direct losses in- includin Loss reserve | Loss 
Policy year premiums | cluding allo-| allocat Nov. 30, 1957 | ratio 
written cated claim claim ex- 
expense pense 
nee airlines: | 
195: $2, 540,657 | $2,290,046 | $1, 887, 461 $402, 585 90. 1 
| 3, 590, 311 2, 074, 611 1, 434, 297 , 314 | 57.8 
2, 844, 876 1, 814, 859 1, 315, 402 499, 457 | 63.8 
| 3, 246, 434 1, 369, 600 539, 065 830, 535 42.2 
al archadhteailehetienincnsicchasettscitntanennieionaicta 1, 365, 017 4, 180, 483 35, 589 4, 144, 894 306. 3 
eee eitiinnenbegmnenmnetond | 13,587,205 | 11,729,500 5,211,814 | 6, 517, 785 86. 3 
Industrial aid risks D 
Sl inidlimnwebwsdtiannbdaMahitirowss 310, 099 43, 322 | cine 14.0 
i idi tuasccecaubaitiyaiias ens 369, 725 148, 637 62, 887 85, 750 | 40.2 
i ettiticwiccoetdipinapbincwe 452, 088 142, 528 136, 128 6, 400 31.5 
ht Rewwensk signe didivows | 528, 978 232, 494 60, 87 171, 621 44.0 
ai ota eeinnaestihi 613, 707 24, 550 10, 730 13, 820 4.0 
rt tiiniinielaccesmunete 2,274,507 | 501, 581 313, 940 77, 591 26.0 
Flying services: erie | von 
ai eesunaidininieananiatiGiap cmb 146, 682 16, 867 16, 767 100 11.5 
Sichdl datennininmemnnsiebemaadrowes. | 197, 262 36, 095 28, 630 7, 465 18.3 
i ipiiacliiheiestansciecadntititis aiithtiwe: | 194, 748 190, 792 | 158, 393 32, 399 98.0 
i iitdnelinadththncamenabunahiantracen 208, 819 109, 466 29, 613 79, 853 52.4 
ih lecietiitadidashdeirtiiih De nceeetisaiticies 188, 718 99, 704 8, 619 91, 085 52.8 
ac 936, 229 452, 924 242, 022 210, 902 48.4 
M amainatipers: d ) oe | 7 
(apne SeasehuPapETere 81, 647 2, 392 i SR aee Lae, 2.9 
1953 iiicuuneeancsccebuierdpewsdes 112, 103 9, 148 7, 898 1, 250 8.2 
see aiiaiieetlinipidisicciaimlhetemeapdnicene< 100, 459 6, 764 | 6, 384 380 6.7 
Si ioell chine Aeideehicnkicnnunpaigiamelivninuiaie: 97, 7 31,114 2, 679 28, 435 31.8 
a 65, 738 4, 502 3, 202 i, 6.8 
eee. be we 457, 741 53, 920 | 22, 555 31, 365 11.8 
= = — 
122, 963 27, 961 Rio cenaencentiks | 22.7 
119, 989 10, 035 10, 010 25 | 8.4 
104, 593 14, 558 13, 458 1, 100 13.9 
100, 788 15, 541 13, 777 1, 764 15.4 
116, 603 49, 223 648 48, 575 42.2 
564, 936 | 117, 318 65, 854 51, 464 20.8 
— =" — —_— 
3, 202, 048 2, 380, 588 1, 977, 903 402, 685 74.3 
4, 389, 390 2, 278, 526 1, 543, 722 734, 804 51.9 
3, 696, 764 2, 169, 501 1, 629, 765 539, 736 58.7 
4, 182, 813 1, 758, 215 646, 007 1, 112, 208 42.0 
2, 349, 783 4, 358, 462 58, 788 4, 299, 674 185. 5 
se teitaditaisccakcemmbhie ere 17, 820, 798 | 12, 945, 292 5, 856, 185 7, 089, 107 72.6 





| 
| 
| 


et I 


<A EIN OIE SEN CA LIA 





THE INSURANCE INDUSTRY 


455 


Associated Aviation Underwriters—Policy year experience to Dec. 31, 1956—Con. 
SCHEDULE NO. 2A—AIRCRAFT PASSENGER LIABILITY 


Policy year 





Scheduled airlines: 


1952... ree dniatadl 


ies diene ced 


Flying services: 
1952 


Manufacturers: 
1952_.. 
1953 


aii cicanaes 


Private pleasure risks: 


1952 
1953 _ . 
1954 


1956. . 


ate tein nincimetin 


All combined: 


CE iinet ican winas 
















































































Incurred Paid losses 
Net direct losses in- including | Loss reserve Loss 
premiums | cluding allo- allocated Nov. 30, 1957 ratio 
written | cated claim claim ex- 
expense pense 
$2, 182, 691 $2, 153, 028 $1, 754, 294 $398, 734 98. 6 
3, 334, 294 1, 717, 222 1, 248, 535 468, 687 51.5 
2, 491, 563 1, 628, 618 1, 171, 086 457, 532 65.4 
2, 843, 311 1, 169, 624 370, 115 799, 509 41.1 
1, 282, 360 2, 158, 463 31, 374 2, 127, 089 168. 3 
12, 134, 219 8, 826, 955 4, 575, 404 4, 251, 551 72.7 
149, 790 18, 911 ea en eee 12.6 
181, 791 136, 736 51, 536 85, 200 75.2 
220, 329 92, 387 87, 387 5, 000 41.9 
225, 341 180, 579 | 52, 579 128, 000 80. 1 
257, 77 5, 040 | 40 5, 000 2.0 
1, 035, 029 433, 653 | 210, 453 223, 200 41.9 
79, 742 7, 054 | Peek... “ew 8.8 
132, 711 14, 077 13, 577 500 10.6 
129, 487 152, 289 143, 639 8, 650 117.6 
139, 321 75, 920 | 8, 905 67, 015 54.5 
124, 745 83, 663 466 | 83, 197 67.1 
606,006 | 333, 003 173, 641 159, 362 55.0 
33, 481 | helene tart ME se cs eae No ee ae 
RE BS one oe case, 9s ee ae ae es, 
26, 706 aan See ea: 
RE sae se Nan eek ee a ee 
SN be nee xin Pern cc ae See oon ons oe hha meer a a 
MAD 1 sne-cansane- Li caeatiient Ls ociecndiie chad tmeetiags 
| a 
56, 566 14, 682 en Seco e 26.0 
56, 714 4, 906 5 |) RRR 8.7 
50, 561 9, 036 9, 036 ee 17.9 
47, 225 13, 686 12, 686 1, 000 29.0 
55, 641 21, 937 37 21, 900 39. 4 
266, 707 64, 247 41, 347 22, 900 24.1 
2, 502, 270 2, 193, 675 1, 794, 941 398, 734 | 87.7 
3, 749, 856 1, 872, 941 1, 318, 554 554, 387 50.0 
2, 918, 646 1, 882, 330 1, 411, 148 471, 182 64.5 
3, 293, 590 1, 439, 809 444, 285 995, 524 43.7 
1, 738, 613 2, 269, 103 31,917 | 2, 237, 186 130. 5 
14, 202, 975 9, 657,858 | 5, 000, 845 4, 657, 013 » 68.0 
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Associated Aviation Underwriters—Policy year experience to Dec. 31, 1956—Con. 
SCHEDULE NO. 2B—AIRCRAFT PUBLIC LIABILITY 



























































Incurred Paid losses 
Net direct losses in- including Loss reserve Loss 
Policy year premiums | cluding allo- allocated Nov. 30, 1957 ratio 
written cated claim claim ex- 
expense pense 
Scheduled airlines: 

EE eta cmnnachamnenine wots $159, 611 $3, 725 $1, 225 $2, 500 2.3 
126, 873 126, 826 18, 259 108, 567 100.0 
172, 610 3, 702 1, 852 1, 850 23 
208, 749 7,917 427 7, 490 3.8 

35, 458 RD Ldn ccccateacetekanee. 999, 032 2, 818.0 
703, 301 1, 141, 202 21, 763 1, 119, 439 162.3 
52, 410 4, 135 Sean conanasneee 7.9 
ee SU eR 2 Sak os te Se ee 
75, 779 38, 807 37, 807 1, 000 51.2 
98, 349 31, 059 884 30, 175 31.6 
Dr ent Als cine diecdied et cuné bia dkne ets ccc odidusis 
404, 529 74, 001 428, 26 31, 175 18.3 
33, 023 41 eee me | 
31, 659 5, 827 1, 077 4, 750 18.4 
32, 071 18, 757 1, 257 17, 500 58.5 
35, 657 8, 862 362 8, 500 24.9 
31, 527 112 112 [oo-~--oensne~- 4 
163, 937 33, 599 2, 849 30, 750 20. 5 
26, 263 22 DB lleuscsenssnunee 1 
el a 
35, 747 1, 660 1, 605 55 4.6 
26, 900 EY Uterdscicnaucamatateow 2, 500 9.3 
20, 401 SP hint ccatechomes 500 2.5 
140, 464 4, 682 1, 627 3, 055 3.3 
i ah 
29, 251 996  kekencnénacueeh 3.4 
TTT eee ne eee 
RU Eee eR ek ees ee cae ee Ses es Se 
27, 959 25, 197 197 25, 000 90. 1 
138, 671 26, 193 1, 193 25, 000 18.9 
302, 661 7, 923 5, 423 2, 500 2.6 
278, 747 133, 649 20, 322 113, 317 47.9 
341, 230 62, 926 42, 531 20, 405 18.4 
394, 739 50, 338 1, 673 48, 665 12.8 
233, 525 1, 024, 841 309 1, 024, 532 438.9 
1, 550, 902 1, 279, 677 70, 258 1, 209, 419 82.5 
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Associated Aviation Underwriters—Policy year experience to Dec. 31, 1956—Con. 
SCHEDULE NO. 2C—AIRCRAFT PROPERTY DAMAGE LIABILITY 





















































Incurred Paid losses 
Net direct losses in- including Loss reserve Loss 
Policy year premiums | cluding allo- allocated Nov. 30, 1957 ratio 
written cated claim claim ex- 
expense pense 
Scheduled airlines: 
BR og Eae.  cnatccence $198, 355 $133, 293 $131, 942 $1, 351 67.2 
ink eed Ae aes ie 129, 144 230, 563 167, 503 63, 060 178.5 
Deiida ceadekstcateat tas Lg wotee 180, 703 182, 539 142, 464 40, 075 101.0 
Es oi cee net 194, 374 192, 059 168, 523 23, 536 98.8 
nnd tte Ss wteseeniinans nas 47, 199 1, 022, 988 4, 215 1, 018, 773 2, 167.4 
A ee Sg 749, 775 1, 761, 442 614, 647 1, 146, 795 234. 9 
Industrial aid risks: i. 
ee nh ee 107, 899 20, 276 90; WE foc cccosecccese 18.8 
1053... AP 128, 123 11, 901 11, 351 550 9.3 
citi eitecnncnotemaeaatacaes 155, 980 11, 334 10, 934 400 7.3 
ie td asin dinnoman otiGweéd 205, 288 20, 856 7, 410 13. 446 10.2 
| Rn ay 2. aE 4 237, 749 19, 510 10, 690 8, 820 8.2 
I chai Stalin i's eknee wha oem 835, 039 83, 877 60, 661 23, 216 10.0 
Flying services: P Wa 
SE Weenihubt 6s ctbusektuneoeee 33, 917 9, 772 9, 672 | 100 28.8 
a as ili RS in tk 32, 892 16, 191 13, 976 2, 215 49.2 
eile ait conc tsieicethited ed tan od 33, 190 19, 746 13, 497 6, 249 59.5 
Rs tea denae waenakenendnnetia 33, 841 24, 684 20, 346 4. 338 72.9 
Peicemateativainvabunhe tenho 32, 446 15, 929 8, 041 7, 888 49.1 
NR merry em 166, 286 86, 322 | 65, 532 | 20.7 51.9 
Manufacturers: = - —— 
195: 21, 903 2, 370 BOO henccccsucacea 10.8 
36, 604 9, 148 7, 898 1, 250 25.0 
38, 006 | 5, 104 4,779 | 325 13. 4 
32, 502 28, 614 2, 679 25, 935 88.0 
27, 248 4, 002 3, 202 800 14.7 
156, 263 49, 238 20, 928 28, 310 | 31.5 
35, 043 13, 279 TWO... coseceae. , 37.9 
34, 024 4, 133 4, 108 25 12.1 
29, 009 5, 522 4, 422 1, 100 19.0 
28, 479 1, 855 1, 091 764 6.5 
; 2, 089 414 1, 675 6.3 
159, 558 26, 878 23, 314 | 3, 564 | 16.8 
397, 117 178, 990 177, 539 1, 451 45.1 
360, 787 271, 936 204, 836 67, 100 75.4 
436, 224, 245 176, 096 48, 149 51.3 
494, 484 268, 068 200, 049 68, 019 54.2 
377, 645 1, 064, 518 26, 562 1, 037, 956 281.9 
2, 066, 921 2, 007, 757 785, 082 1, 222, 675 97.1 
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Associated Aviation Underwriters—Policy year experience to Dec, $1, 1956—Con. 
SOHEDULE NO. 3—~MISCELLANEOUS AVIATION COVERAGES 


Policy year 





group): 
19. 


195 













































































. Incurred Paid losses 
Net direct losses in- including Loss reserve Loss 
premiums | cluding allo- allocated Nov. 30, 1957 ratio 
written cated claim claim ex- 
expense pense 
| 
$152, 849 | $79, 059 | $64, 559 $14, 500 51.7 
196, 640 121, 608 44, 653 76, 955 61.8 
195, 469 171, 910 28, 408 143, 502 | 87.9 
205, 995 117, 243 25, 894 91, 349 56.9 
114, 705 | 49, 119 6, 914 | 42, 205 42.8 
865, 658 538, 939 170, 428 368, 511 62.3 
—<—<— — — ee — — | Sa ae 
936, 810 333, 592 | 83, 571 250, 021 35.6 
825,656 | 1, 057, 785 | 94, 785 963, 000 128. 1 
932, 435 65, 771 | 12, 196 53, 575 7.1 
894, 343 | 50, 127 | 2, 400 47, 727 5.6 
574, 533 | 31, 822 1, 462 | 30, 360 5.5 
| 4,168,777 1, 539,097 | 194,414 | 1,344,683| 37.0 
P aaaal Vika 
3, 147, 310 | 316, 254 307, 364 8, 890 10.0 
| 3, 268,942 | 1,213,599 | 1, 199, 588 14, 011 37.1 
3, 287, 763 447, 594 421,779 25, 815 | 13.6 
4, 072, 245 1,206,170 | 1, 042, 502 163, 668 29. 6 
| 4,314,627 | 1, 621, 175 | 867, 135 754, 040 37.6 
| inpieeniaeneinend a . 
| 18,090,887 | 4,804, 792 3, 838, 368 966, 424 | 26.6 
54, 617 | 7, 873 | 4, 873 3, 000 14.4 
51, 023 13, 261 | es 26.0 
62, 440 | 8, 076 | 7, 346 730 12.9 
68, 641 | 29, 736 | 9, 386 20, 350 43.3 
82, 271 3, 680 | 1, 412 2, 268 | 4.5 
318, 992 62, 626 | 36, 278 26, 348 | 19.6 
———— = ~ | — —— =} —— $F ——— 
5, 169 1, 014 een Son nee "19.6 
13, 560 6, 609 4, 609 2, 000 | 48.7 
14, 495 11, 826 | 8, 808 3, 018 81.6 
16, 045 | 14, 458 | 8, 153 6, 305 90. 1 
49, 269 | 33, 907 | 22, 584 | 11, 323 68. 8 
ia — eS —— —<— - = 
4, 291, 586 | 736, 778 | 460, 367 276, 411 17.2 
4, 347,430 | 2,407,267 | 1,353,301 | —_‘1, 053, 966 55.4 
4, 491, 667 | 699, 960 474, 338 225, 622 5.6 
5,255,719 | 1,415, 102 1, 088, 990 326, 112 26.9 
5,102,181 | 1, 720, 254 | 885, 076 835, 178 33.7 
23, 488,583 | 6,979,361 | 4,262,072 | 2, 717, 289 29.7 


; 


| 
| 
| 


nec Nc a 
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CHANGES IN MEMBER COMPANIES OF ASSOCIATED AVIATION UNDERWRITERS DURING 
THE Last 10 YEARS 


GROUP A 


Centennial Insurance Co. admitted on January 1, 1955. 

National Fire Insurance Co. purchased by Continental Casualty Co., of Chicago, 
therefore, withdrew on December 1, 1956, since parent company is a com- 
petitor. 

United States Guarantee Co. merged with Federal Insurance Co. on July 1, 1953. 

Fireman’s Fund Indemnity Co.’s interest transferred to parent company Decem- 
ber 31, 1954. 

London & Lancashire Indemnity Co.’s interest transferred to parent company 
December 31, 1954. 

Merchants Indemnity Company of New York’s interest transferred to parent 
company December 31, 1954. 

United National Indemnity Co.’s interest transferred to parent company Decem- 
ber 31, 1954. 


GROUP B 


Great American Insurance Co. withdrew November 30, 1956. 

Great American Indemnity Co. withdrew November 30, 1956. 

American Eagle merged with parent company January 1, 1956. 

Niagara Fire Insurance Co. entered group December 1, 1956. 

Bankers Indemnity Co. retired from insurance business December 1, 1956. 
Glens Falls Indemnity Co. merged with parent company November 30, 1956. 


ASSOCIATED AVIATION UNDERWRITERS 


Airlines insured by Associated between Jan. 1, 1945, and May 26, 1958 

















Airline Period Lost to— Former insurer 
Aoeetioes. 21. 2 .<s5 OO Aero. 
American Overseas...| Dec. 17, 1945, to Sept. 25, 1950...| USAIG._.__- avenncaigivetaiss USAIG, 
En. ancidbhee ied Jan. 1, 1945, to Jan. 1, 1947.......| London._---_-....-.---- Aero, 
BE bast don caeoceus Jan, 1, 1945, to Sept. 1, 1951....._.| American Co. and Do, 
London. 
ate. 4. .a--snccesen ee S35 3 ee eee eee From inception, 1933, 
RWSL. cn ne hs SO Oe DE Be Se a cue |} USAIG, 
Los Angeles........-..| Nov. 30, 1947, to Nov. 17, 1955...| USAIG.--.__..-----.- From inception, 1947. 
National_.__---_- oman Jan, 1, to May 1, 1945..-_...-.-- Aero | From inception, 1938. 
nes Nov. 1, 1947, to July 1, 1956.._-- Do. 
Northeast.............| Jan. 1, 1945, to Sept. 1, 1946...._- From inception, 1936, 
Northwest........- hacia aati tte achat ceteris ana Do. 
Do.........-.-----| Sept. 1, 1949, to May 26, 1958-__- Do. 
PIG oc cane sess | Jan. 31, 1949, to May 26, 1958____|___- London, 
Southwest. .-......-.-- May 31, 1946, to Mar. 1, 1953___- From inception, 1946, 
Taca..................| Jan. 1, 1947, to May 26, 1958_--_- | .-| Aero, 
Ul July 1, 1957, to May 26, 1958__. Aero Associates. 
NN ER pares ccca asain May 1, 1931, to Nov. 10, 1947 | From inception, 1931. 
BOW Bivecccceceencccccs) Sees Ey ee, 00 Oe Oe, Pe... | d0. 
Western. .--- ..---| May 1, 1931, to Apr. 19, 1936... .| Ti itccctracincam From inception, 1931, 
deeds scticsaiks eS Ss UO ES a en Do. 
Ethiopian. ...--.-- Dec. 31, 1957, to May 26, 1958._.|.............-- ceaeiign London. 





ASSOCIATED AVIATION UNDERWRITERS, 
July 11, 1958. 
Memorandum to Mr. B. B. May. 
From: William M. Churchill. 
Subject: Counter, Machine and Airline Sales, January, 1950 to October, 1954. 


For the above period, our sales for Counter, Machine and Airline type policies 
amounted to $9,175,109. 


3307T7T—59—— 30 
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ASSOCIATED AVIATION UNDERWRITERS AIR TRAVEL DEPARTMENT 
Profit and Loss Statement 


Period Oct. 1, 1954 through Dec. 31, 1955: 
Earned premiums: 





Dee ee ne een $1, 512, 373. 99 

at targa ese rc crag nee ee oak ors ee 78, 372. 75 

cca alata ial hceeetaennininni bipennate 958, 968. 79 

ak ae Mace te ase edt in oresu niente ves ee we Rath Pertna te ae 2, 549, 715. 53 

NTE ee cate eo ttn deees 125, 885. 69 

etl eanahieen tahini i A einiailate Mi a a 2, 423, 829. 84 

oa eset enh eemneniniann 917, 319. 62 

Expenses : 

Space rental at airports, air terminals, ete__..._______ 442, 897. 25 

CCOMAMDISRIOUS BO OUR ii eterctest bien mer trepriteincrent 525, 312. 35 

a Os Bib etee techctet eeminmesinet 218, 690. 50 

I ne 2, 880. 68 

BA I i ecient mnerg terre 9, 568. 55 

ac all til Reenitunineieeh ip apt > 11, 413. 83 

ee three 11, 467. 35 

Employees relations and welfare__.__________-________ 1, 925. 80 

er eineineme 15, 248. 27 

a a lila lnm 39, 476. 00 

Telephone, telegraph, postage, and express____________ 32, 356. 29 

Premium taxes and other taxes except income taxes___ 69, 313. 54 

mene) GU MROOTURIINONE. on ete een ne ane 11, 993. 59 

Rr ae a Es hh i 2, 268. 49 

Fe icteertersanttnerinepsignrdiaghinonp tt tlasth aii ji 1, 493, 812. 49 

Air travel department profit or (loss) ~--.-_...._.._______ 12, 697. 73 
Rental charge for policy vending machine (50 percent of 

I a an a eee eatcd co 6, 348. 86 


Balance accruing to Associated Aviation Underwriters______ 6, 348. 87 
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ASSOCIATED AVIATION UNDERWRITERS AIR TRAVEL DEPARTMENT—Continued 


Profit and Loss Statement—Continued 


Period January 1, 1956, through December 31, 1956: 
Earned premiums: 


SA Rxn cman eacnnccemaasmmarnasisiamsyenecsce munities 1, 546, 530. 43 

i ST ni: ihsecansodion agian mnatanaieroninacgsipditineteeegedampana aaa neat ae 45, 277. 04 

COUR COTS Horse iss eres rrr ern nnn nena 2, 138, 698. 29 
j 

Sh cciiansicisiantnhiieniehiiidsitberaiapmatstigine iieainintgidstaitaiaaaill 8, 730, 505. 76 

Net reinsurance premiums...............---~---~~-.--..-- 228, 266. 69 


Sraicendb ae sewn tiachinveeeaionigh deaaierabnendaintis ania eaaaeaieainamidit dad 1, 222, 564. 55 
' Expenses : 
: Space rental at airports, air terminals, ete___.___...___- 590, 959. 12 
i Gommissions- te- agetite.n ol et i ula 918, 481. 31 
i PemLing- Of - Policies, .Gl.. cacccncnnneen diel Salil 146, 137.11 
i COUMERIUINMATIIO-20CBn cn cnncnenncesedibesdsbtug.l. it 8, 226. 67 
: RAMEE GRE BIRR cnn ncccnnnccnnnnnnstebealculgune 13, 125. 07 
| IIE en teereecernrneressereraresomenerneemencwnentbl bith JULA 4, 455. 56 
; SE nuannasnnnnegmammamanwndncmmmmewtcianmmalisiele 113, 327. 88 
Employees relations and welfare__........----_-----_- 1, 537. 09 
MODE Wcconrunscnnnanaastnpasidisbieatlincinddbcn eld 13, 094. 46 
Eiguipesent,.......cnawcccnccncccewe ewe peeewawemewewsee 68, 778. 18 
Telephone, telegraph, postage and express__.______----- 81, 797. 96 
Premium taxes and other taxes except income taxes_____ 102, 219. 94 
Travel. and entertainment... i te 13, 745. 77 
| SEISCOLANCOUR ccnnnsnccnnmcansnwewanaiaidbawtlabin 8, 463. 07 
; 
| Total 


at ht A IES A DNA OIE OE 


Air travel department profit or loss__._._._-__.._....- ~~~ 
Rental charge fur policy vending machine (50 percent 
of above figure) 


Balance accruing to Associated Aviation Underwriters__ 


255, 325. 
127, 662. 


127, 662. 


3, 502, 239. 


07 


19 


2, 024, 349. 


33 
67 
66 
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ASSOCIATED AVIATION UNDERWRITERS AIR TRAVEL DEPARTMENT—Continued 


Profit and Loss Statement—Continued 


Period January 1, 1957 through December 31, 1957: 
Earned premiums: 


a nine 


Expenses : 


Space rental at airports, air terminals, ete___._._.__.______ 


a cienticammibapabeven-inepirepereva ait 
ae ae AE a Bl tle bee 


IE cpt so scierenpsunlb tei hhh. A dinib <td stbelda whch hack foie beam eek bi 
Telephone, telegraph, postage, and express__._.._..-._-__ 
Premium taxes and other taxes except income taxes__-__ 
ee ee mnenmemenitiiitlac 
a a A AE APR AR eR 


I a oe icaccsienieicalncnsas ueeinindbente q 


Air travel department profit or loss__.._......_..--._-_ 


Rental charge for policy vending machine (50 percent 
e£-abeve Teure) .......-.encnnnn ramet Mi 


Balance accruing to Associated Aviation Underwriters__ 


DASH 
AIonaDWe cowel 


a a 


oO» 


04 
8O 


06 


- 47 


2.59 


CO 
bo 


) 


“> 


9. 32 
. 02 
3.75 
. 41 
. 64 
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; 
: 
j 
: 
; 
j 
: 


ASSOCIATED AVIATION UNDERWRITERS AIR TRAVEL DEPARTMENT—Continued 
Profit and Loss Statement—Continued 


Period 1/1/58 through 5/31/58: 
Earned premiums: 




















NOG bn wisi dn Se aneliidnnsinhaigele—lemen ec mn awk 442, 603. 04 
PROT OI si siiniintecierdiat hem Seis Ricco Ghia bp legen thn cheap dened gin ino 6, 185. 78 
! BOs sit shh ink msn eta RRs ee aihs Smee iomnae 1, 321, 418. 58 
Rete sc) nisiad cud aansqehtien ata sedi heeresewee neers 1, 770, 207. 40 
Net TeeineeraMen WTA ois e ait cd hace terete eee 104, 229. 90 
Ota: ennght. see nisin ek ain ted ss detrei had~od 1, 665, 977. 50 
' Not incuppel leetet a). hc. a sieccen ete tied sane n4<e-niree 578, 535. 43 
Expenses: 
Space rental at airports, air terminals, etc_.____.---____ 369, 440. 17 
Ca RTA OIN SE SBOE ia ign icp cere taneppeenn nares 540, 331. 32 
SPREE OE ON: BOD a iiicer tintin npr onat dl: <eseecimisernpgeniien eon 60, 647. 72 
CREE TOU i isan tent em encimwiioncndilideshane 1, 424. 53 
DE, GU DN iain me tinernigey tn tenmiemmppeenerlgenavt 1, 766. 55 
NE ik icine Rammer eerie ther ari: Teens 15, 693. 78 
i ND iE estat casted emia cagiainte isickeme~ Genin 71, 070. 10 
: Employees relations and welfare___....-___--------__- 4, 910. 74 
| Sleniat tii enenbintte-teng-apththdnbhosiidinnetr bitch trite areraer 6, 923. 14 
I a.6 pbc terior ity ebbtninintn eeghie tie dgtee<anb ian 17, 828. 10 
Telephone, telegraph, postage and express_____----_---- 8, 769. 27 
Premium taxes and other taxes except income taxes___-- 53, 547. 83 
TERVO) ODE CMbOrCR II OI Gia soe pepe si fog segsinds 8, 612. 75 
Be i al cored iceahicncntianlmsstibniinet vin atetebeedien 4, 008. 75 
Tl cil ciaicalaa tala A atin ad nara tina sertenahen eal 1, 164, 974. 75 
Air travel department profit or (loss) -..---.----_-----_--- (77, 582. 68) 
Rental charge for policy vending machine (50 percent of 
RE AN iatniitiin carck tela inn endiinih ek <—pmptecbtiest reine tote (38, 766. 34) 


Balance accruing to Associated Aviation Underwriters____- (38, 766. 34) 
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ASSOCIATED AVIATION UNDERWRITERS, 
New York, N. Y., June 30, 1958. 


OUTLINE OF REINSURANCE TREATIES ATTACHING ON ASSOCIATED AVIATION 
UNDERWRITERS’ WRITINGS 


Messrs. Chubb & Son and the Marine Office of America place whatever rein- 
surance and treaties they feel should be in effect, and generally speaking the 
treaties placed by either of these offices are similar to the treaties placed by the 
other. 

Both offices have arranged “quota share treaties,” which in the case of MOA 
attach for a 30 percent interest, and in the case of C. & S. attach for a 27 percent 
interest. Reinsurers under these treaties receive the benefit of all other rein- 
surances placed by MOA and C. & S. on AAU writings. These treaties attach on 
all lines of business written. 

Both offices have arranged “hull ground excess of loss treaties,’ which are 
written in layers. 

Both offices have arranged “casualty excess of loss treaties.” These treaties 
embrace passenger liability, public liability, and property damage. 

Both offices have arranged “personal accident excess of loss treaties,” which 
attach on personal accident business, including employers’ indemnity and ad- 
mitted passenger liability. 

Both offices have also arranged “personal accident for person treaties.” 

MOA has arranged a “hull contingency excess of loss treaty,” which attaches 
in flight only, and only if two or more aircraft, insured by AAU, are involved. 

MOA has also arranged a “casualty contingency excess of loss treaty,” ap- 
plying to passenger liability, public liability and property damage, personal 
accident, compensation and all other casualty classes, but only if two or more 
aircraft are involved. 

Chubb & Son has arranged a treaty which combines in one treaty, the pro- 
tection obtained by the MOA companies under the two immediately preceding 
treaties described above. 

Both offices have arranged “facultative treaties,” which are optional partici- 
pating treaties for any percentage up to 80 percent. Any class of insurance 
written by our office can be declared to these facultative treaties, with the sole 
exception of airline risks, which MOA cannot declare to this treaty. 

Both offices have arranged “airline treaties,” which attach on scheduled air- 
lines’ hull and casualty insurance. Varying percentage interests can be declared 
under these treaties. 

All of the above treaties are placed in London, with the exception of minor 
participations placed in the Transatlantic Reinsurance Company of New York 


and placed in the Munich Reinsurance Co., United States branch, New York, 
is: ae 


JUNE 25, 1948. 
From: Mr. Byron B. May. 


To: Mr. J. Russell Parsons and Mr. Karl Kremer. 
Subject: Aviation Insurance Rating Bureau. 


The above bureau has now been formed and as the Associated Aviation Com- 
panies are the only members to date, those companies will now have to provide 
for the expenses involved in operating the bureau. 

To that end, please draw a check for $15,000 to the order of Aviation Insur- 
ance Rating Bureau as an advance working fund to be refunded to Associated 
Aviation, for the account of their companies, to the extent that it is in excess 


of those companies’ pro rata share of the assessment for the first year or frac- 
tion thereof of operation of the bureau. 


JuLy 26, 1948. 
Re Aviation Insurance Rating Bureau. 
Mr. A. C. KEITH, 
Detroit Insurance Agency, 
Detroit, Mich. 
Dear Mr. KEITH: In Mr. Scarritt’s absence from the office on a business trip, 


this will acknowledge receipt of your letter of July 22 addressed to him in 
reference to the formation of the Aviation Insurance Rating Bureau. 








en 
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The second paragraph of your letter asks that we give you some additional in- 
formation on this organization but there is very little we can add to the notice in 
the paper, unless you have specific questions in mind that we may be able. to 
answer. As I am sure you will appreciate, the bureau was formed as a result 
of the change in the situation which oceurred on July 1 when the moratorium 
provided by Law 15 expired. 

From your point of view, we do not anticipate that there will be any prac- 
tical change in the handling of our business although, of course, rates in the 
future will be promulgated by the bureau. If you are planning to be in New 
York in the relatively near future, we shall be very happy to have you stop in 
for a further discussion of any points that may occur to you in this connection. 

Very truly yours, 


Byron B. May, Assistant Manager. 


JANUARY 6, 1949. 
To: Mr. J. Russell Parsons, Chubb & Son. 


From: Byron B. May. 
Subject: Aviation Insurance Rating Bureau. 


Following Frank Steele’s talk with you the other day, he prepared the at- 
tached memorandum which has been discussed and rewritten in its present form 
by several of us who are closest to the bureau operations. 

This memoradum suggests a change in procedure which would be of material 
help to our branch offices and a great time saver to the home office, if it is 


adopted. We are ready to discuss it further with you any time at your con- 
venience. 


January 6, 1949. 
To: Mr. Byron B. May. 


From: Francis J. Steele. 
Subject: Suggested changes in AIRB rates. 


On further analysis it is the writer’s opinion that the present method of estab- 
lishing standard rate ranges does not allow sufficient latitude in the rating of 
risks requiring specific consideration. We have attempted to apply the same 
percentage range to all classes based solely on what we feel currently is the 
proper rate. While it is possible that most risks in a given class will fall within 
this range, too limited deviation is allocable on those risks which require a wide 
deviation because of some specific peculiarity. 

Secondly, we have vested authority in a bureau, however well qualified, to 
approve rates countrywide and yet it cannot be imagined that such an organiza- 
tion could be aware of the varying conditions that exist throughout the country 
at any given time or changing conditions as they occur. The granting of this 
authority to the bureau results in our inflexibility as opposed to our competitors 
ready ability to meet these changes immediately as they occur in local areas. 

It does not seem logical that we can change, in a relatively short time, the 
underwriting processes of our many underwriters who have followed a certain 
course for many years and rather long-range thinking should be our guide in 
conforming to bureau processes. With this in mind, the following suggestions 
are cffered. 

1. Retain the bureau’s present filing with its range of standard rates for the 
general run of business. Staying within this range has been practically no 
problem with respect to the majority of risks, since it demanded no change from 
what we had been doing essentially before the establishment of the bureau. 

2. For a trial period of not less than 1 year permit the respective branches, 
with approval of each branch manager, to rate as they see fit those risks requiring 
a deviation from an already established range or for which no rate has been 
previously established, and, subsequently, file with the bureau an application 
stating the rates used and the conditions upon which those rates were established 
(a revision might be required in our present bureau application forms to better 
compile the desired information) ; the bureau could then criticize the rating of 
the risk and make notes as to what changes they think should apply in the future. 

These recommendations of the bureau, together with the filing form, would 
be compiled by class in their files and at the end of the trial period, the entire 
class could be reviewed and a proper and more adequate rate range established. 

It is, of course, difficult to anticipate what exact information will be accumu- 
lated at the end of the trial period but it should establish more definitely a 
foundation upon which to base our rate ranges. It is possible that for some 
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classes we may find a 5-percent range wholly adequate, on other risks we may 
find a 50-percent range is required; also, this may indicate a need for different 
ranges in different territories (certainly a crop-dusting risk over the wide-open 
plains of Kansas is a different problem compared to mosquito abatement in a 
densely populated area around a Long Island drainage canal). 

By such a plan we relieve our underwriters of the hampering features of the 
present bureau setup during a very critical period and also we obtain, by evolu- 
tion, the knowledge of their underwriting experience to obtain a more accurate 
result. 

While a general trial period of 1 year is suggested, circumstances may indicate 
that a longer time may be required to obtain the desired result for some classes 
where the number of risks is extremely small. 


AVIATION INSURANCE RATING BUREAU, 
New York, N. Y., June 17, 1949. 
Re pending applications. 
Mr. F. J. STEELE, 
Associated Aviation Underwriters, 
New York, N.Y. 


Dear Mr. STEELE: We are listing below several risks on which rate promulga- 
tions were verbally made or rate indications given subject in the latter instance 
to further details. 

According to our records formal applications have not yet been submitted, and 
we accordingly ask that you send in the application in each instance at the earliest 
possible date. According to our records this list includes all pending applica- 
tions through March 31, 1949. 























We refer to: 
Date of Name of insured Aircraft Risk Underwriter 
request 
Jan. 10,1949 | National Motor Bearing Co_.-| Lodestar_____..__- a. Liability _- Risque. 
ae | Libbey-Owens-Ford_..-._..--- Beech D-18__-.....-...-.---|-----do......_| Steele. 
a | Air Sales & Service, Inc_- Crop dusters ; ican $4 Mi Sac .| Do 
Jan. 11,1949 | Eastern Shore Flying Service.| 4 aircraft.......-_-._.-__-__- Baggage... Wilson. 
Jan. 27,1949 | Norman E. Daughady 3 trainers _-___ -- Liability Do 
es 28 | Tennessee Gas Transmission..| 2 voyagers_. i ) Hull. ___....| Steele. 
Feb. 8, 1949 Rahr Malting Co...-..-..---- D-17 and D-18..__.....- Liability __. Do 
Feb. 15, 1949 Ferns Flying Service___-_------ Voyagers _- oe sc Baxter. 
Feb. 16,1949 | Medina Flying Service_.._____|--._- do_._.. RES Ulrich. 
Mar. 8, 1949 | Allen Airways, Inc._._--..-.-- NC 58051, Cessna UC-78__ --| Hull and Miller. 
iability. 
Mar. 10,1949 | Premier Oil & Refining Co....| Beech D-18, 2 Stinsons_...._| Liability Ulrich. 
Do______-| National Steel Corp... ..| B-23 and Lodestar_ - ae Steele 
ability. 
Mar. 11, 1949 | Shell Union Oil Corp_. pis Vousawe.- Sica ieee ioe tie ii Do. 
Mar. 16, 1949 | Cape Se ee ee do Crawford. 
Mar. 18,1949 | H. Moorer, doing business | 4 PT-17" . Liability _- Miller. 
as seach Aviation Co. 
EN | Corporation Commission, | Bonanza_.- eer Do. 
Commonwealth of Virginia. 
Mar. 21, 1949 | Brooklyn Skyport_-_...----.--- Luscom .|....-do.......| Champaign. 
Mar. 24, 1949 | Interstate Air Credit Corp---- ae delivery flights _. tiebiity il Do. 
Mar. 25,1949 | Kraft Foods_.__.............-- Te ili wes +f .-----| Steele. 
Do......-| Guy Steinbrecher_--_-...--..--- PT-23__.___- : cena et, as 
Mar. 29, 1949 Aircraft Sales, Ltd_.___.....-- Re ens i ek. 2: Hail mai Risque. 
liability. 
a seicis | Pacific Lumber Co-- talented do-- Do. 
Do.......| William Robert Dunlap_.. Sh. « ina adanesn <eone Liability. Miller. 





On Libbey-Owens-Ford on January 10 we promulgated a premium for pas- 
senger limits of $500/2,000,000. Are policy limits now as shown on AIRB-—75 


or do they take higher limit? 


Tennessee Gas Transmission, AIRB-14, is a previous promulgation but my 





reference now is to promulgation January 27 wherein we established a rate to 
eliminate the deductible on the two Stinson Voyagers. 
May we have your cooperation in clearing out this backlog. 
Yours very truly, 
WitiiAM E. Brain. 
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° JULY 22, 1949. 
Re pending applications. 


Mr. WiLL1AM BE. BLatn, 
Aviation Insurance Rating Bureau, 
New York, N. Y. 
DearR Mr. Biarn: In reference to your letter of June 17, we wish to advise 


that the following risks were not written and, therefore, the request for special 
rating is withdrawn. 


Date of request: Name of insured 
sic nahtaipiii aiid pn eial emencaoin bcaliee taletionente Air Sales & Service, Inc. 
I so ac canst ea pcanmninin ceenanininbiincaeis Rahr Malting Co. 
I ncn eatliaeblon dnticiipmaeesinannip laden National Steel Corp. 
I Be iste cietine eae Sie neenees Kraft Foods. 


We refer you to our telephone conversation of July 21, 1949, with respect to 
the Tennessee Gas Transmission risk and the Libbey-Owens-Ford risk. 

On the Premier Oil & Refining Co. risk we had originally need for an increase 
limit factor on the passenger liability ; however, when the coverage was written 
a lower limit within the filed limits was applied. 

The remainder of the risks have been submitted to the various underwriters 
to advise you of the disposition or to make the necessary filing and it is hoped 
that these outstanding accounts will be cleared up in the very near future. 
We regret that. we have been so long delinquent in this regard and we will make 
every effort to bring this to an early conclusion. 

Very truly yours, 
ASSOCIATED AVIATION UNDERWRITERS, 
Francis J. STEELE, 
Assistant Underwriter. 


ASSOCIATED AVIATION UNDERWRITERS, 


January 8, 1953. 
Memorandum to: Mr. R. L. Miller, New York office. 


From: Hugh D. Studebaker, Chicago office. 
Subject : AIRB forms. 


Dear Dick: Recently we have been getting quite a number of originals of 
these forms, most of which involve rate approvals dating back to the first 
quarter of 1952. 

Are you cleaning out your file—or did you intend for these to be sent to us? 

Best regards. 


Hue. 


JANUARY 12, 1953. 
To: Mr. Hugh D. Studebaker, Chicago office. 


From: Mr. F. J. Steele, home office. 
Subject : AIRB forms. 


In reference to your memo of January 8 to Dick Miller the AIRB had been 
somewhat behind in returning rate approvals because of internal pfoblems, 
but recently caught up with the backlog; hence, a great many came through 
at once. 

The copies sent to you are for your files. 


ASSOCIATED AVIATION UNDERWRITERS, 


March 2, 1953. 
Memorandum to: F. J. Steele, home office. 


From: R. L. Yeargin, Dallas office. 
Subject : AIRB filings. 


Deak FRANK: Your memo of February 26 brings only one point to mind and 
that is in relation to rates between the special and standard approved rates. 
Quite frequently a situation arises wherein a man purchases a Cessna 170 or 
similar aircraft and does not have the required 200 hours. In a case such as 
this we prefer to write a policy naming him as approved pilot and/or any other 
certificated pilot having over 200 hours. Ina situation such as this we would like 
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to secure-approval of the following rates with the knowledge that when the 
formal filing was submitted it would be approved. Each of the rates below would 


contemplate not more than two named pilots having the number of hours 
shown: 








| 10 percent 5 percent 

| deductible deductible 

aad lite intestate ssa ptm ad | ; oo 8! 

Number of hours: | 
Ne ea ence ne dumanne tt Lawmadcceocwgues $7.70 $8. 20 
i act lo. Sr te te uabtendeitecdlonieccecos 8. 20 8. 70 
Private license to 100/hours---____.._....2....-.-. 22... 9.09 9. 59 
a  suisnasconipuovatwiait 9. 54 | 10. 04 
I i ae aia aera 10. 04 10. 54 





All of the above, of course, contemplates private business and pleasure or 
industrial aid risks. 

On the commercial side we frequently encounter dealers who use aircraft 
primarily for demonstration and private business but who, of course, do not 
turn down charter work when it is presented. However, it has been our 
experience that these instances are rare since they do not like to put any more 
time than necessary on a demonstrator aircraft and usually keep other aircraft 
for charter purposes, so in such instances would like an approval of $8 on the 
10 percent deductible basis. The pilot warranty in these instances would be 
commercial pilots having in excess of 1,000 hours. 

By blanket approval on the above I mean we would like to know that 
instances such as these will be approved and that we can be free to quote 
them with the formal filing to come forward in due course. 

I believe we can adhere rigidly to the rest of your memo and will certainly 
‘do our best to avoid a repetition of the embarrassment which I have subjected 


you to in the past. We will appreciate your immediate reply concerning the 
above rates. 


Best regards. 
DIcK. 


Marcu 3, 1953. 
To: Mr. R. L. Yeargin, Dallas office. 


From: Mr. F. J. Steele, home office. 
Subject: AIRB filings. 


Dear Dick: I believe we can work out a satisfactory solution in regard to 
the problem outlined in our memo of March 2. However, from the outset it 
must be understood that no rate may be quoted if it is not within our filed 
range of rates until AIRB approval has been obtained. 

On the other hand, the rates you outlined appear satisfactory and we antici- 
pate no difficulty in securing approval in each case. We do not think you would 
be remiss in indicating these rates pending final approval in each case. 

In respect to those cases involving pilots having qualifications less than we 
normally desire, we suggest your filing contains words along the following 
lines: 

(1) Where private pilots or better are involved but have less than 200 hours: 
“Risk involves (one) (two) pilots who have less than —_--_~- hours.” 

(2) In eases involving not more than two student pilots: “Policy warrants 
not more than (one) (two) named student pilots will pilot aircraft; otherwise 
all pilots to have in excess of _____-_ hours.” 

What we have said above applies to all of the rates except the 10-percent 
deductible rates for the 1 or 2 student pilots. These are within standard range 
and, o* cours>, no filing would be required. 

Perhaps, the 5-percent deductible rates involving the student pilots are a 
little on the low side as the minimum we would normally get under the standard 
range would be 10.9 percent with 1 student pilot and 11.34 percent for 2 student 
pilots. However, if the underwriting information in your opinion warrants the 
lower rates you mentioned, we anticipate no difficulty. 

We trust what we have said will be of assistance to you and that you will 
have no problem in handling this type of account. 





aye ae" 


“= 
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ASSOCIATED AVIATION UNDERWRITERS, 


April 14,1953. 
Memorandum to: File. 


From: W. T. Hammer. 
Subject: AIRB filing, all common carrier rates. 

On Friday of last week, April 10, Harold Wayne called in regard to the above 
subject. 

It seems that the New Jersey Insurance Department raised a question about 
the filing, which caused Harold Wayne to go into the matter more thoroughly 
than he had done before. He now takes the position that, because specific men- 
tion of MATS aircraft is made in the all common carrier coverage, and since the 
AIRB has responsibility for air coverage provided under the EI policy and dis- 
claims any responsibility for ground coverage, they will have to make one filing 
of rates for scheduled airline plus MATS coverage (over which they claim full 
jurisdiction), and another filing of rates for the all common carrier coverage, 
which they ure merely making at our request. 

The rates for scheduled airline plus MATS coverage will be the same as the 
rates for the all common carrier coverage. I pointed out to Harold Wayne that 
it might be hard to justify identical rates for these two coverages. I also told him 
that we had no further need of the MATS plus scheduled airline coverage. How- 
ever, upon his statement that this was the only basis on which they would want 
to proceed, I told him to go ahead. Of course, even though we do have the sched- 


uled airline plus MATS covered filed, we do not have to publicize it or even use 
it, unless we care to do so. 


ASSOCIATED AVIATION UNDERWRITERS, 


February 11, 1954. 
Memorandum to: Mr. Daniel deR. M. Scarritt, home office. 
From: James Cozzie, home office. 


Subject: Filing with AIRB of copies of certain policies. 


Last Tuesday, February 9, Mr. Donoghue of the AIRB delivered the attached 
list in duplicate to me with word to the effect that the AIRB requires a copy of 
all of the policies listed except those shown with an asterisk as copies of these 
were furnished some time ago and except for any that we find have been issued 
on our regular printed forms as on these copies of the endorsements only will 
suffice. 

Mr. Donoghue understands that the matter of furnishing his office with copies 
of the policies and endorsements referred to above is being held in abeyance in 
order that you may give the request consideration. 


Marcu 30, 1954. 
Mr. Josepu G. BILL, 


Assistant General Manager and Counsel, 
Aviation Insurance Rating Bureau, New York, N.Y. 

Dear Joe: This will confirm our telephone conversation of this afternoon in 
which I reported that the recent request made by your Bureau was presented at 
our directors’ meeting held today. 

I was instructed to let you know that this matter is receiving their considera- 
tion and that you will be hearing from us further by May 1, 1954. This short 
delay will provide time for further inquiry into certain aspects of this matter. 

Yours very truly, 
ASSOCIATED AVIATION UNDERWRITERS, 
Byron B. May, Assistant Manager. 


Note.—April 2, 1954, phoned Joe that we will follow their request. 


SEPTEMBER 20, 1954. 
Mr. JosePnx G. B11, 


Assistant General Manager and Counsel, 
Aviation Insurance Rating Bureau, New York, N.Y. 
Deak Joe: In accordance with our previous arrangement I am enclosing here- 


with a large number of new policies and endorsements to outstanding policies 
which we have issued to the airlines or the aircraft manufacturers. 
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With the addition of these documents I believe that your files are now up to 
date, and I will see that you are supplied with new policies and endorsements as 
they are issued in the future. 

Sincerely yours, 
Byron B. May, Assistant Manager. 


NOVEMBER 17, 1955. 
To: Mr. Byron B. May. 
From : Harold F. Hirt, hull and liability department. 
Subject : Rating of Los Angeles Airways renewal. 

November 15, 2 p. m.: Unable to obtain promulgation because Messrs. Wayne 
and Bill away. 

November 15, 4 p. m.: Mr. Cozzie phoned AIRB emphasizing our immediate 
need. 

November 16, 9: 30 a. m.: AIRB called us approving promulgation. 

November 16, 11 a. m.: Called AIRB for approval of changes in original 
promulgation. This could not be approved as Messrs. Wayne and Bill still 
away. 

November 17, 2:30 a. m.: AIRB called asking for additional information 
which we furnished them. 

November 17, 2: 45 p.m. : AIRB called us approving changes. 


DECEMBER 15, 1955. 
To: Mr. J. Russell Parsons. 
From: B. B. May. 
Subject : Aviation Insurance Rating Bureau. 


Yesterday Dan, Jim Cozzie, and I had a further discussion of our difficulties 
in operating under the rating powers of the AIRB. This, as you know, was 
stimulated by your request that we be more definite in outlining complaints 
arising because of AIRB jurisdiction in the setting of rates. 

We felt that our main suggestion at this time for facilitating the handling 
of our business is that someone be delegated in the AIRB to promulgate rates 
whenever Harold Wayne and Joe Bill are not available to do so. 

We had considerable trouble in getting approval of the rates which we wanted 
to charge on the renewal of Los Angeles Airways, which came up December 1. 
The delays involved are summarized on the attached memorandum from Harold 
Hirt, an assistant underwriter in our New York office, who was handling this 
matter with the AIRB. 

In our negotiations with the west coast in an attempt to keep this account 
on our books, we were faced with the necessity of holding our hand until 
approval was obtained from the AIRB while Reed Chambers of the USAIG 
was out on the west coast and able to quote without delay any rates that 
he felt were justified. Although we lost this renewal, I do not think that it 
was due to the delays resulting from our waiting for the AIRB approval. 

Harold Wayne’s son-in-law, Charles Cooper, is now with the AIRB. He 
has had a number of years’ experience in the insurance business and perhaps 
could now be given this authority to promulgate rates when Wayne and Bill 
are not available. 





FEespruary 18, 1957: 
Re rate amendments. 
Mr. CHARLES COOPER, 
Aviation Insurance Rating Bureau, 
New York, N. Y. 


Dear Mr. Cooper: Concerning our recent discussions regarding rate changes, 
as you know, recent adverse experience had indicated that certain amendments 
would be in order. Under the hull section, part 3, D, hull rates, multiengine 
aircraft, we feel consideration should be given to adding to part (b) a rate 
range for small, twin-engine aircraft such as the Piper Apache, Twin Navion, 
and the Cessna 310, but not including the Aero Commander or Beech Model 50 
type. We think a range of 114 to 2% would be in order. 

As to the liability section, under D, 2, guest voluntary settlement, the rates 
under part (b), consider a rate range of $4 to $6 for single-engine airplanes and 
from $3 to $5 for multiengine airplanes. 
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We would appreciate having you give consideration to these amendments, and 
if you find them in order, make the necessary filings. 

Meanwhile, if you approve, we would like to avail ourselves of these rates on 
an interim basis, and permit our offices to use the short form filing even on new 
risks, if the purpose of the filing is simply to avail ourselves of these new rates. 

May we have your reply at an early date. 

Very truly yours, 
ASSOCIATED AVIATION UNDERWRITERS, 
FrANcis J. STEELE, 
Underwriter, Hull and Liability Department. 


AVIATION INSURANCE RATING BUREAU, 
New York, N. Y., February 28, 1957. 
Re rate amendments. 
Mr. FRANK J. STEELE, 
Asociated Aviation Underwriters, 
New York, N.Y. 


Dear Mr. STEELE: We refer to your letter of February 18 requesting our con- 
sideration of certain amendments of rates in the hull section as respects small, 
twin-engine aircraft and guest voluntary settlement in the liability section for 
both single and multiengine airplanes. 

We hereby authorize you to quote without submission to us for specific ap- 
proval in each individual case the following rates which are well within the 
range of rates filed by us: 

All risk coverage No. 3: No deductible or depreciatian on Piper Apache, Twin 
Navion, and Cessna 310, $1.50 to $2.50. 

Guest voluntary settlement on single engine, $4 to $6, and multiengine, $3 to $5. 

Yours very truly, 
H. L. Wayne, General Manager. 


Marcu 15, 1957. 
Re 4-place, single-engine aircraft less than 8 years old. 
Mr. CHARLES BE. Cooper, 
Aviation Insurance Rating Bureau, 
New York, N.Y. 


DeEArR Mr. Cooper: In line with discussions we have had with your office, we 
are summarizing below the rate ranges for amendment to the current filing 
for the hull classifications in the group of aircraft referred to in the captioned. 
As you will recall, risks involving student pilots are not included in this classi- 
fication. 


Private pilot or better 








In motion deductible 





300 hours or Under 300 
more hours 
a a I entre nee sue ee $3. 80-$5. 70 | $4. 80-$7. 20 
2% percent.....__.-._...__. EVER R EME ETM: Meret Wee 3.70- 5.55 | — 4.65- 6.95 
Gah 6 Seas hii. ce Sa aa hk = 55S thea bo apn wh Fe peeede 3.50- 5.30 | 4.45- 6.65 
10 percent _------ ss sarc osc et A cs olla peel cecalantaiaal 3. 30- 4.90 4. 00- 6. 00 








Although this subject has been under advisement, it is our hope that these 
rates may be approved effective March 15, 1956. 
Your attention to the matter is greatly appreciated. 
Very truly yours, 
ASSOCIATED AVIATION UNDERWRITERS, 
FRANCcIs J. STEELE, 
Underwriter, Hull and Liability Department. 
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AVIATION INSURANCE RATING BUREAU, 
New York, N. Y., March 18, 1957. 
Re rate amendments. 
Mr. Francis J. STEELE, 
Associated Aviation Underwriters, 
New York, N. Y. 

Dear Mr. STEELE: We refer to your letter of March 15 requesting our con- 
sideration of certain amendments of rates in the hull section as respects 4-place 
single-engine aircraft less than 8 years old. These rates do not apply to risks 
involving students. 

We hereby authorize you to quote without submission to us for specific ap- 
proval in each individual case, the following rates which are well within the 
range of rates filed by us: 

All risk coverage No. 3 





Private pilot or better 


Deductible 
300 hours or Under 300 
more hours 
ee BCR EPRE TT Rs CTL e es Pee a ee 5 $3. 80-$5. 70 $4. 80 -$7. 20 
i at a acti al casceal deisel a . aa 3. 70- 5. 55 4. 65- 6.95 
etn ones mel | 3. 50- 5. 30 4.45- 6.65 
BPE c cb tea bws cee set etecdece hs ot, dds ye 3. 30- 4.90 4.00- 6.00 


Yours very truly, 
H. WAYNE, 
General Manager. 


AVIATION INSURANCE RATING BUREAU, 
New York, N. Y., October 28, 1957. 
Re rate amendments. 
Mr. F. J. Sreexe, 
Associated Aviation Underwriters, 
New York, N.Y. 

Dear Mr. STEELE: We refer to your letter of October 28 requesting our con- 
sideration of certain amendments of basic premiums in the liability section as 
respects aircraft liability and medical payment coverage. 

We hereby authorize you to quote without submission to us for specific ap- 
proval in each individual case premiums 25 percent above the standard range 
for these exposures which are well within the minimum and maximum range 
filed by us. 

Yours very truly, 
JOSEPH G. BILL. 


OcToBER 28, 1957. 
Mr. CHartes B. Cooper, 
Aviation Insurance Rating Bureau, 
New York, N. Y. 


Dear Mr. Cooper: As we are sure you have reviewed the recent countrywide 
loss figures in regard to aircraft legal liability, you will have observed that there 
is a definite need for rate increases. 

Accordingly, we would appreciate your giving consideration to a 25-percent 
increase in all of the mean standard rates for these exposures, 

Your early consideration of this matter will be greatly appreciated. 

Very truly yours, 
ASSOCIATED AVIATION UNDERWRITERS, 
FRANCIS J. STEELE, 
Underwriter, Hull and Liability Department. 
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JANUARY 8, 1958. 
Re industrial aid and private business and pleasure use, hull ground coverages. 
Mr. CHARLES CooPER, 
Aviation Insurance Rating Bureau, 
New York, N. Y. 


Dear Mr. Cooper: Referring to our recent discussions concerning the need for 


rate increases on the above coverages, we are submitting below as our suggestion 
the following amendments: 


Proposed standard range 
1, PREFERRED 4-PLACE-TYPE AIRCRAFT 


Deduct-| Low Mean | High 
ible 
y : . , ee 
Coverage No. 1 all risk, not in motion__.-...-...-.-.----------- $50 | $1.50 | $1.88} $2.25 


Percent | 


Coverage No, 2 all risk, except while in flight. _.............-_.-- ae 10 





= 


w 
he 
NNN 
—_ 
on 


oor 





2. ALL OTHER STANDARD, SINGLE-ENGINE TYPES 


~=4 | 
[Deduct Under 2,000 pounds (A) | Over 2,000 pounds (B) 





ible, ane 3 es Sinica h tienen 
percent} | | 

| Low | Mean | High | Low | Mean | High 
re anapsnnapapmmnnsegmnaes atone SEE pm aw, [- — ——— 
Coverage No. 1 all risk, not in motion._..--.-|...--.-- $1.90 | $2.40 | $2.85 $1. 75 $2.15 $2. 60 
Coverage No. 2 all risk, except while in flight __| 10 | 2. 05 2. 55 3. 05 1. 90 2.35 2. 90 
5 2. 30 2. 85 3. 40 2, 10 2. 60 3.15 
2% 2. 45 3. 05 3. 65 2. 30 2. 85 3. 40+ 
0 2. 65 3. 30 3. 95 2. 45 3. 05 3. 65 





Also, in respect to the ground and flight coverage on the preferred, four-place 
type of aircraft, we feel it would be proper to amend our current 300-hour re- 
quirement to 200 hours, feeling that sufficient selectivity would still be had with 
this hour requirement. 

Will you please give your earliest consideration to these items and let us 
have your thoughts on the proper rates. 

Very truly yours, 
ASSOCIATED AVIATION UNDERWRITERS, 
FRANCIS J. STEELE, 
Underwriter, Hull and Liability Department. 


AVIATION INSURANCE RATING BUREAU, 
New York, N. Y., January 7, 1958. 
Re rate amendments. 
Mr. FRANCIs J. STEELE, 
Associated Aviation Underwriters, 
New York, N.Y. 


DeaR Mr. STEELE: We refer to your letter of January 3 requesting our con- 
sideration of certain amendments of rates in the hull section as respects single- 
engine aircraft. 

We hereby authorize you to quote without submission to us for specific ap- 
proval in each individual case the following rates which are well within the. 
range of rates filed by us: 
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Private business and pleasure and industrial aid (single-engine land air- 
craft except those 4-place or larger aircraft not more than 8 years old) : 
(a) All-risk basis, ground, not in motion (coverage 1) : 
Under 2,000 pounds (A) Over 2,000 pounds (B) 
$1.90-$2.85 $1.75-$2.60 
(b) All-risk basis, ground, not in flight (coverage 2) : 








nana Under 2,000 pounds (A) Over 2,000 pounds (B) 


(percent) 


10 
5 
238 
0 





Private business and pleasure and industrial aid (single-engine land 


aircraft, four-place or larger not more than 8 years old, excluaing opera- 
tion by student pilots) : 


(a) All-risk basis, ground, not in motion (coverage 1): $50 deductible, $1.50 
to $2.25. 


(b) All-risk basis, ground, not in flight (coverage 2) : 


Deductible : 
ee aac teeetmemed oem eresaeemoucciwanm $1. 60-$2. 35 
I OE Aaa hh a errtsme em nermene 1. 75-— 2. 65 
I ites eee eee regimen neni nn ccweeeee 1.95- 2.95 
a te shack ceases Bike geet phins deter ciincisnicnerrinsceessnersm cb eneereniconamine tn hi 2.15-— 3.25 


It is further agreed that the 300-hour requirement set forth in our letter of 


March 18, 1957, as respects four-place or larger single-engine aircraft, is amended 
to 200 hours. 


Yours very truly, 
JOSEPH G. BILL. 


Marcu 11, 1958. 
Re all-risk coverage No. 3, industrial aid and private business and pleasure, 
multiengine aircraft. 
Mr. CHARLES COOPER, 
Aviation Insurance Rating Bureau, 
New York, N. Y. 


Dear Mr. Cooper: As you know, the current range of rates authorized for our 
use is 1 to 2 percent for the multiengine aircraft specified under paragraph D, 
1, of page H-4 of the hull filing. 

In line with the need for higher rates as evidenced by the current experience, 
we ask that you give consideration to amending the range referred to above to 
the 11%4 to 2% percent currently in effect for the so-called light twin-engine air- 
craft. We believe that this change will more properly reflect the current trend of 
rates. 

Your early attention to this matter will be greatly appreciated. 

Very truly yours, 
ASSOCIATED AVIATION UNDERWRITERS, 
Francis J. STEELE, 
Underwriter, Hull and Liability Department. 


AVIATION INSURANCE RATING BUREAU, 
New York, N. Y., March 12, 1958. 
Re rate amendments. 
Mr. FRANK J. STEELE, 
Associated Aviation Underwriters, 
New York, N.Y. 
Dear Mr. STEELE: We refer to your letter of March 11 requesting our consid- 


eration of certain amendments of rates in the hull section as respects multiengine 
aircraft. 
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We hereby authorize you to quote without submission to us for specific ap- 
proval in each individual case, the following rates which are well within the 
range of rates filed by us: 

All-risk coverage No. 3, no deductible or depreciation on multiengine aircraft 
specified under section D, $1.50 to $2.50. 

Yours very truly, 
HAROLD L, WAYNE, 
General Manager. 


May 27, 1958. 
Mr. Josepu G. BILL, 
Assistant General Manager and Counsel, 


Aviation Insurance Rating Bureau, New York, N.Y. 


DEAR JOE: In accordance with our previous arrangement I am enclosing here- 
with a number of new policies and endorsements to outstanding policies which 
we have issued to the airlines or the aircraft manufacturers. 

With the addition of these documents I believe that your files are now up to 
date, and I will see that you are supplied with new policies and endorsements 
as they are issued in the future. 

Sincerely yours, 
Byron B. May, Assistant Manager. 


ASSOCIATED AVIATION UNDERWRITERS 
MINUTES OF THE DIRECTORS MEETING HELD ON JANUARY 30, 1947 


Those present were Messrs. Parsons, Torrey, Scarritt, and May. 

The figures for the month of December and the year 1946 were reviewed. 
In view of the fact that the year’s figures were charged with all the returns 
under the 3-year airline plan (including at least one return which may not be 
paid; i. e., National Airlines) and the losses included an estimated reserve of 
$187,500 for American Airlines crash at Michigan City on D°cember 28, it was 
noted with some surprise that the year’s result showed a small prefit rather than 
a loss. 

A report was given on the situation in our Chicago office. Both directors 
authorized the opening of service offices in the Kansas City area and in Okla- 
homa City, consisting of one man and a girl. It was also agreed to expand 
the office force in Chicago by the addition of such extra people as seem neces- 
sary, which probably would be only a few in number. 

The record of Seibels Bruce & Co. was reviewed, which indicates that during 
1946 their premiums amounted to about $100,000 and that we have incurred 
a loss ratio of 100 percent on this business. 

Mr. Dorsett’s letter of January 24 advising us of the joint aviation committee 
meeting to be held on February 20 was considered. It was decided that we 
are to discuss our position with Mr. Beebe and report back to the directors 
individually for a further discussion of the position to be taken by Mr. Christen- 
sen and Mr. Cooney, who are the two representatives of our companies at the 
present time. It was also thought that the committee should be exnanded to 
include a representative of Chubb & Son, and this matter will be discussed with 
Mr. Christensen after we report back on the conversation with Mr. Beebe. 

Mr. Searritt reported on the advertising committee meeting which wes held 
on January 28. If direct mailings are sent only to our active mailing list of 
17,000, we will be overlooking good producers whose names appear on the balance 
of our total list of 45,000, which should be avoided. Mr. Churchill is to dis- 
cuss with Mr. Denaple of Prince & Co., a plan for a program which will then 
be brought back to the directors for their ideas. It was thought advisable to per- 
sonalize each letter of the campaign as far as possible without incurring undue 
expense. 

It was decided to have luncheon served after the next directors meeting, 
which is scheduled for February 27. 

After Mr. Torrey left. we reviewed our gceatnt practice of placing an addi- 
tional $10,000 accident insurance on AAU employees who are required to fly on 
business assignments outside the continental United States limits, giving a to- 
tal of $20,000 protection at such times. No objection was expressed to this 
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practice, and we will, therefore, continue to automatically provide in our acci- 
dent department this additional protection in the amout of $10,000, at premium 
charges to be determined upon completion of each such assignment. 

There was a general discussion of accident trip policies sold by Thomas Cook 
& Son and the American Express Co. It was felt that this protection offered 
by our member companies is now broad enough to include the aviation exposure, 
and that if we wrote this business, including 24-hour-a-day coverage, we would 
be competing with our own members. It was suggested that we discuss this 
point with our companies at the next opportunity. 


MINUTES OF DIRECTORS MEETING HELD ON JANUARY 13, 1948 


This meeting, which normally would have been held on December 25, was 
postponed until the present date. Those present were Messrs. Parsons, Powell, 
Torrey, Scarritt, and May. 

The reading of the minutes of the previous meeting was dispensed with, as 
copies of those minutes had been given previously to those present and were 
approved in that form. 

There was a discussion of the details of the Delta Air Lines’ renewal which 
was placed with our office as of January 1. This led to a review of the Penn.- 
Central Airlines’ renewal which was retained by USAIG, and also the questions 
which are now under consideration in connection with American Airlines’ renewal 
which comes up on February 1. 

There followed a review of the figures for the year 1947 through November 
and it was noted that for the first 11 months of that year Associated Aviation 
shows a net earned profit of $504,286 (net as to everything except taxes and man- 
agers‘ commissions). The gross written primiums for the first 11 months were 
$8,523,830. 

In respect to industrial aid risks, the directors approved the general rule that 
not more than a 65 percent interest is to be declared to the facultative covers, 
although it was understood that in certain cases it might be desirable to increase 
this percentage for underwriting reasons up to the maximum allowable under 
the covers. 

The entire subject of reinsurances arranged by both Chubb & Son and the 
Marine Office came up for review, with particular attention being given to rein- 
surance on aviation accident lines. It was left that Associated Aviation is to 
continue reducing to $10,000, by declaration to the facultative covers, the line 
on any one individual covered under an accident policy, employers indemnity 
policy or under an admitted liability policy, with the exception of airline trip 
accident policies on which we are to continue to retain up to $25,000 per assured. 
It was further understood that this arrangement is to be temporary until such 
time as Chubb & Sean have either revised their reinsurance arrangements on 
aviation accident or have agreed to retain their share of $25,000 per person under 
each of the types of coverage mentioned above, any 2 or more of which might 
attach on the same individual. 

The status of the War Department rating plan policies was reviewed, with 
special attention given to the signed releases which terminated the policies issued 
to Northwest Airlines. The policies issued to all the other airlines have also been 
terminated and the present date is later than the expiration date of all those 
contracts. The directors are ot receive a letter from Associated Aviation con- 
firming that it will be in order to terminate reinsurance contracts covering expos- 
ures under these WDRP policies in respect to future exposures. There will be 
a considerable period yet before there is a final adjustment of the premiums 
under our policies and under the reinsurance contracts that were in force in the 
past. 

On the question of writing aviation risks for one of the Great American’s lead- 
ing agents located in Puerto Rico, the directors gave approval to the acceptance 
of such lines, subject to our usual controls and underwriting practices. 

The matter of a reinsurance treaty with USAIG for the exchange of liability 
on large hull risks was next discussed. It was thought that should such an ar- 
rangement be practical, with a share of any such acceptance on our part being 
ceded to our regular covers, it should be on a straight participation basis, 
although for the time being any such arrangement was not regarded with much 
favor. Mr. Scarritt was advised to reply to USAIG’s inquiry on this subject that 
there are several questions involved which have not yet been resolved by the 
management, but that if the treaty was placed on a participating basis with 
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usual declarations to London treaties, it might be possible to obtain authoriza- 
tion to proceed at some future date. 

The matter of adopting the multiple-line basis for reinsuring all coverages 
written by Associated on and after January 1, 1948, was then discussed. The 
companies in the Marine Office have agreed in principle to the application of the 
multiple-line basis for reinsurance, but it is not actually in force as yet. It is 
expected that this change will eventually be adopted retroactively to January 
1. The companies under Chubb & Son’s management now have this multiple-line 
basis in effect. The necessary changes in the agreement are now being consid- 
ered and will be effected in the near future. Associated Aviation is not author- 
ized to write hull lines in the casualty companies, nor casualty lines in the fire 
companies. 

It was reported that Arthur Young & Co. have completed their audit of our 
Chicago office and will submit their report probably within the next week. We 
understand that certain changes in office practice and procedure will be recom- 
mended. 

Some of our employees are taking insurance courses which will lead to their 
obtaining broker’s licenses. It was considered advisable to limit the number 
of such instances to the very minimum, having in mind that the holders of such 
broker’s licenses would not in any event actively engage in the brokerage busi- 
ness, and under no circumstances broker any aviation insurance lines. 

The question of a cost-of-living bonus for all employees was considered and 
as Mr. Torrey expects some decision on this question from his companies, prob- 
ably by February 1, the matter was tabled until the February directors meet- 
ing. A comparative schedule of salary levels for Chubb & Son and Associated 
Aviation was also presented to the directors, from which it appears that in 
practically all cases the salary ranges of AAU employees are lower than the 
comparable ranges of Chubb & Son’s employees. 

It was reported to the directors that our new accounting procedure, having 
been cleared by Messrs. Norton and Evers, as well as Schick of Arthur Young 
& Co., has now been adopted by our office starting with the first of this year. 
It is expected that certain operating economies will be effected by the new 
procedure, and it should prove to be more efficient all around. 

The status of the report on examination of AAU as of November 30, 1946, was 
reviewed. We are awaiting further word from the New York City office of the 
New York department as to whether or not a hearing is necessary. The directors 
confirmed that it would be advisable for us to write the New York department 
at this time confirming that we are adopting the multiple-line basis in the 
exchange of reinsurance among our companies, which makes certain recom- 
mendations in the report unnecessary. 

It was decided to take no action at this time on the suggestion of Mr. Bern- 
hard of the General Accident to the effect that when the agreements are re- 
written it might be well to omit that part which gives Associated Aviation 
Underwriters exclusive right to the writing of aviation lines for the account of 
the member companies. 

Our underwriting department prepared last November an experience rating 
plan for the commercial classification covering both hull and liability exposures. 
This was referred to the directors with a covering memorandum dated De- 
cember 1, 1947. After discussion of this plan, the directors felt that no action 
should be taken in this connection at this time. 


Byron B. May. 
MINUTES OF THE DIRECTORS MEETING HELD ON NOVEMBER 30, 1948 


Those present were Messrs. Parsons, Torrey, Rogers, Rees, Scarritt, and May. 

The reading of the minutes of the last meeting was dispensed with as copies 
of those minutes had been given previously to the directors and were approved 
in that form. 

Mr. Torrey reported that his reinsurance committee had cabled yesterday a firm 
order to the London market to place an excess of loss reinsurance cover, attach- 
ing only on his share of the TWA account. This cover will attach with an 
aggregate limit of $925,000 as excess of aggregate hull and liability losses of 
$1,757,500 (being the MOA’s 50 percent interest in losses up to that figure) for 
a premium charge of $277,500. 

The figures for the month of October were reviewed and the excellent results 
for the first 10 months were noted; particularly the real improvement shown in 
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the figures for the month of October. During that month, the business shows 
gross earned premiums of $1,082,972 against gross incurred losses of $318,350. 

The directors considered and decided against our making any subscription to 
the annual Christmas seal sale. It was felt that all donations of this kind should 
be left to the individual companies unless a situation arises which directly 
involves our end of the aviation business. 

The matter of our ceding and accepting reinsurance in the domestic market 
came up for review. The directors hove given us instructions on this subject 
from time to time and it was their opinion that the situation should be left in 
status quo for the time being. On that basis, we are not permitted to cede rein- 
surance to any domestic market until we have a firm order for the business 
in question and, even then, we are only to approach either the Royal or the 
North America, omitting the USAIG as a potential reinsurance market. We 
are to be guided by the same rule in the acceptance of reinsurance. Our seven 
offices will be queried as to the details of each snecitic risk which we have been 
unable to write because of this restriction in the placing of reinsurance and a 
memorandum will be submitted to the directors as soon as this information is 
compiled. At the same time, our offices will be asked to give details of those 
risks which we failed to obtain because of our lack of flexibilitv in rating each 
risk as a result of the Aviation Insurance Rating Bureau’s method of operation 
and this information will also be given to the directors. 

Salary changes for employees whose anniversaries came up November 1 and 
December 1, 1948, were considered and approval given by the usual separate 
memorandum. 


Byron B. May. 
MINUTES OF THE DIRECTORS MEETING HELD ON JANUARY 27, 1949 


Those present were Messrs. Parsons, Torrey, Rogers, Rees, Scarritt, and May. 

The reading of the minutes of the last meeting was dispensed with as copies 
of those minutes had been given previously to the directors and were approved 
in that form. 

The premium and loss figures for December and the full year of 1948 were 
reviewed briefly. It was noted that the gross written premiums for the year, 
totaling $10,061,551, were the highest in Associated Aviation’s history, being 
about 12 percent higher than last year, which at that time was substantially 
larger than any previous year. The gross earned premium for December was 
$918,372, while the gross incurred losses for that month were $263,542. On a 
calendar-year basis, the net profit for the year 1948 totaled $1,493,536, which 
also is the highest for any year in our history. 

There followed a review of the MOA’s quota share aviation accident reinsur- 
ance treaty which will be explored further along the lines of the memorandum 
given to the directors. 

It was decided to include the Cathay Insurance Co. in the list of affiliated 
fire insurance companies in the Associated Aviation Group. Steps will be taken 
to include their name on all reprints of our stationery, application forms, etc., 
although not policies will be imprinted with the Cathay’s name until we receive 
our first order for a policy in that company. 

On the subject of war risk insurance, Mr. Torrey reported that no conclusions 
have yet been reached in the study of this subject by the casualty and marine 
committees which have been appointed for that purpose. The directors asked 
that this matter be brought up for consideration at the next meeting. 

For the last 3 months all policies issued by our branch offices (with the ex- 
ception of those issued in Los Angeles for California assureds) have been sent 
to New York for signature. A record of the additional postage costs for this 
3-month period has been kept and on the basis of those figures, it ampears that 
this mailing of the policies to New York and from New York after being signed, 
is costing approximately $600 a year in additional postage charges. The direc- 
tors asked that this subject be brought up at each subsequent directors meeting. 

Mr. Solon Kelley’s suggestion that we establish an intensified educational 
course for fieldmen of our companies, agents and brokers, was next considered. 
It was thought that these instructional courses could be of real value to the 
companies in the group and be a means of encouraging production. Courses 
for any one group are to be limited to 1 day and it is hoped that the men taking 
the courses will come back for a refresher at the end of 6 months. This pro- 
posal has already been discussed with Mr. Frank O’Brien of the America Fore 
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Cos., who thought that it has real merit. He has promised to let us know how 
soon a group of his people will be available and, in the meantime, we will set 
up a course which will cover all the most important features with which pro- 
ducers should be acquainted. 

The present excess liability covers do not apply to PL, PD, or passenger ex- 
posures when written for airports or when limited to product liability insurance. 
In view of the indefinite wording in these covers, Mr. Parsons asked that Mr. 
Bingay write to the brokers on these covers, stating the types of insurance to 
which we consider they apply. On renewal of the covers, it is his present 
thought to have them limited to apply only to airline exposures. 

Mr. Scarritt mentioned the work which has been done in preparing rate 
charts which will include underwriting rules and regulations for the guidance 
of agents and brokers. A discussion followed as to the advisability of having 
such charts printed in view of the fact that they will standardize the business 
and possibly intluence additional States to take over supervision of aviation 
lines. In addition, rates on our chart, if the same as those shown on the charts 
of our competitors, might wrongly be interpreted as pricing agreements. If our 
rates are different from theirs, it would be logical to expect future charts to 
become uniform at the level of the lowest rates, which, in turn, might lead to 
a misunderstanding. Before any decision is made as to the printing of these 
charts, it is suggested that the matter be discussed with Mr. Bill and Mr. 
Stephenson to obtain their views. If charts are printed, they will avoid the 
necessity of writing lengthy letters of explanation to new agents and will sim- 
plify the handling of our business with producers. Mr. Parsons suggested that 
the next letter of our advertising campaign should include the general statement 
that we have no set rates and all old rate charts must be considered as being 
obsolete. 

The directors asked that they be brought up to date on the status of our suits 
against the United States Government, which will be done at the next meeting. 


Byron B. May. 
MINUTES OF THE DIRECTORS MEETING HELD ON MAY 8, 1950 


Those present were Messrs. Parsons, Torrey, Pell, Rees, Scarritt, and May. 

The reading of the minutes of the last meeting was dispensed with, as copies 
of those minutes had been given previously to the directors and were approved 
in that form. 

The manager’s report for the month of March 1950 was submitted and the 
results were found satisfactory. The written premiums for the first quarter 
of 1950 are $1,061,000 greater than the written premiums for the first quarter 
of 1949. This increase was occasioned by a premium of $503,000 on American 
Overseas Stratocruisers, $539,000 on Northwest Airlines, and $300,000 on TWA, 
thiS latter figure being the increase in premiums booked on that account in 
1950 over the premiums booked in the first quarter of 1949. Mr. Scarritt 
also presented a record of comparative calendar year results on gross written 
premium-incurred loss basis for January through December for the years 
1948 and 1949 broken down by classes of business. 

It was mentioned that as far as we know the airlines have placed with 
the aircraft manufacturers orders for 112 new transport airplanes. Of that 
number, orders placed by airlines which we are insuring total 105 airplanes. 

Mr. Torrey offered to make a review of the new IMUA war exclusion 
endorsement, comparing the clauses with the latest Marine war clauses. 
The results of this comparison and the directors instructions as to the wording 
of the war clauses to be used by our office in the future will be considered 
at the next directors meeting. 

Mr. Scarritt outlined our problems with the Insurograph management and 
the difficulties encountered in having new vending machines manufactured. 
A proposed amendment to our contract with Insurograph was discussed and 
certain changes suggested. The new wording will be submitted to the directors 
as soon as possible. 

There followed a discussion of Mr. Caverley’s suggestion that the AFIA 
be permitted to write aviation accident policies for the account of their member 
companies on clients requesting this coverage from any of the AFIA’s foreign 
branches. There was no suggestion that we offer reinsurance to the AFIA on 
such policies, but only that we permit our own members to extend our exclusive 
authority for the writing of this business to the AFIA as well. The directors 
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wished to consider this request further and the matter will be brought up at 
the next meeting. 

Approval was given to the appointment of Alexander & Alexander as brokers 
of record for the placing of the policy which the New York State disability 
benefits law requires us to obtain. It was thought best to have this insurance 
placed with the Prudential Insurance Co., which now has the group life policy 
on Associated Aviation’s employees. The indicated annual cost of this policy 
will be approximately $2,200, of which some 55 percent will be recovered from 
our employees. 

Salary adjustments are being submitted to the directors for approval in a 
supplementary memorandum. 

Byron B. May. 


MINUTES OF THE DIRECTORS MEETING HELD ON JUNE 28, 1951 


Those present were Messrs. Parsons, Torrey, Rees, Pell, Scarritt, and May. 

The reading of the minutes of the last meeting was dispensed with as copies 
of those minutes had been given previously to the directors and were approved 
in that form. 

The managers report giving the premiums and losses for the month of May 
1951 was presented and considered. 

Mr. Parsons called attention to the footnote at the bottom of page 2 of the 
report and requested that future debits be incorporated in the statement on an 
established basis. It was decided that reserves should be established on a 
monthly basis to offset potentially earned retrospective credits which will be 
done in the future with the necessary change in the wording of the footnote. 
This suggestion was considered in the past, but it was felt, at that time, that 
the lag in the reports of earned premiums was sufficient to offset the accrued 
potential retrospective returns. 

The expense ratio on page 1 was discussed next with the thought that all 
vending machine expenses, rather than 30 percent, should be deducted and the 
ratio figured with all vending machine premiums excluded. This suggested 
change will be explored and adopted in future reports if no accounting difficul- 
ties are involved. It is not the thought to establish the expenses on a cost- 
accounting basis but at the approximate percentage used in determining our 
expenses as established in the Insurograph agreement. 

The profits made by reinsurers were reviewed and a summary of the experi- 
ence on all excess of loss covers will be given to Mr. Torrey as soon as possible 
for a discussion with Mr. Parsons before Mr. Torrey’s European trip. This 
experience exhibit will show the breakdown between losses paid and outstand- 
ing as of July 1, 1951. It was particularly mentioned that underwriters on the 
excess of loss aviation accident treaty have now made up their losses and are 
showing a sizeable profit. 

The aviation accident policies issued by the American International aia 
writers Association in companies which are members of Associated Aviation 
was mentioned and Mr. Torrey will discuss this matter with Mr. Riordan on 
July 17. 

Salary adjustments were approved and after they are cleared with Mr. 
Bogatko, will be confirmed in a supplementary memorandum in the usual way. 


Byron B. May. 
MINUTES OF THE DIRECTORS MEETING HELD ON JULY 27, 1951 


Those present were Messrs. Parsons, Rees, Pell, Scarritt, and May. 

The reading of the minutes of the last meeting was dispensed with as copies 
of those minutes had been given previously to the directors and were approved 
in that form. 

The managers report giving the premiums and losses for the month of June 
1951 was presented and writings for the current year compared with the 
premiums for the comparable periods.in the 2 preceding years. 

On all future reports the expense ratio, as currently shown on page 1, is to 
be omitted and a new column substituted in its place which will show a ratio 
determined by omitting all premiums written through the Insurograph machines 
and with all expenses incurred in connection with such premiums also omitted. 
Mr. Parsons requested that this revised figure be shown for all the years on 
the current reports provided this re-figuring on past years does not involve too 
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much additional work. This change will be made or a report given to the 
directors regarding the additional work involved. 

It was decided to reinstate L. W. Sweetser, Jr., as of July 28 under our 
workmen’s compensation policy, group life and accident policy, fidelity bond, 
ete., as that is the date on which he flies to New York on company business. 

There followed a discussion of the intensified competition for our business 
on airlines and industrial aid accounts. As this competition is emphasizing 
the advantage of single limit liability policies and has taken one of our accounts 
with a single limit policy for $7 million. It was decided to explore the pos- 
sibility of increasing our present maximum authority for this type of coverage. 

A report was given of the actions taken by NWA’s employees in the recent 
windstorm in Minneapolis which resulted in keeping our losses to a minimum 
and by TWA’s employees which reduced our losses at Kansas City at the time 
of the flood last weekend. 

On the inspection of airline locations where $500,000 or more on aircraft 
hull values are usually at risk overnight, it was decided to continue making 
inspections on the present basis, but that this subject is to be brought up for 
further discussion at the next directors meeting. 

The writing of aviation accident policies by the American International Un- 
derwriters Association is also to be brought up at the next meeting by which 
time Mr. Torrey expects to have had an opportunity to review this matter with 
Mr. Rearden. 


Byron B. May. 
MINUTES OF THE DIRECTORS MEETING HELD ON JANUARY 4, 1952 


Those present were Messrs. Parsons, Kremer, Pell, Scarritt, and May. This 
meeting was originally scheduled for December 28 and was postponed to the 
present date. 

The reading of the minutes of the last meeting was dispensed with as copies 
of those minutes had been given previously to the directors and were approved 
in that form. 

The managers report of premiums and losses for the month of November 
and the first 11 months of 1951 was examined and the results found satisfac- 
tory. A projection of the estimated figures for December 1951 was also given 
orally. 

Mr. Scarritt reported on the current rate of premium income on airline 
trip accident business and also the latest competitive developments in the sale 
of these policies by machine. 

Mr. Parsons asked that the next aviation meeting be arranged for a date 
between January 20 and 31. At that meeting there will be discussed the 
complications arising from the writing of aviation lines by the American 
International Underwriters Association in companies which are also members 
of our group. 

Mr. Kremer confirmed that the Marine Office of America has approved the 
auditors report on examination of Associated Aviation for the year ending 
March 31, 1951. A memorandum supplementing this report will be submitted 
to Mr. Parsons next week for his further consideration. 

A donation of $100 for the year 1952 to the Beekman-Downtown Hospital 
was approved. This matter is to be brought up for consideration again in 
January 1953. 


Byron B. May. 
MINUTES OF THE DIRECTORS MEETING HELD ON JANUARY 25, 1952 


Those present were Messrs. Parsons, Torrey, Pell, Rees, Scarritt, and May. 

The reading of the minutes of the last meeting was dispensed with as copies 
of those minutes had been given previously to the directors and were approved 
in that form. 

Mr. Scarritt reported on the crash of the American Airlines’ Convair at 
Elizabeth, N. J., on January 22 and gave the present estimate of the loss 
reserves. 

There followed a review of the manager’s report of premiums and losses for 
the month of December and the full year of 1951. 


Mr. Torrey reported on the situation as he found it in the aviation under- 
writing markets in London. 
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Byron May’s coming visit to London was discussed and the directors ex- 
pressed their wish to have him remain in London at least 1 full business 
week. 

The request of the Centennial Insurance Co. for admission as a member of 
the Associated Aviation Underwriters was passed along to the directors and 
it was decided to make no decision at the moment but to give the matter further 
consideration. 

Salary adjustments were approved and will be covered in a supplementary 
memorandum to the directors in the usual manner, as soon as Mr. Bogatko’s 
approval has been obtained. 

Byron B. May. 


MINUTES OF THE DIRECTORS MEETING HELD ON FEBRUARY 29, 1952 


Those present were Messrs. Parsons, Torrey, Rogers, Rees, Pell, and Scarritt. 

The reading of the minutes of the last meeting was dispensed with as copies 
of those minutes had been given previously to the directors and were approved in 
that form. 

Reserve ficures for the American Airlines’ and National Airlines’ crashes at 
Blizabeth, N. J., were discussed in detail. 

There followed a review of the managers report of premiums and losses for the 
month of January 1952 which experience figures included the reserve set up for 
the American-Elizabeth crash, but did not include those for the National-Elizabeth 
crash. 

It was decided to delay further the decision as to whether or not the Centennial 
Insurance Co. will be invited to become a member of the Associated Aviation 
Underwriters. 

The desirability of authorizing Associated to actively write air and ground 
personal accident policies was discussed, but decision on this point will be delayed 
pendn further data to be collected by Mr. Scarritt. 

Authority to reprint 1,500 copies of Facts You Should Know About Aviation 
Insurance was given by the directors, as was authority to purchase 1953 calendars 
in an amount identical with the 1952 purchase. 


MINUTES OF THE DIRECTORS MEETING HELD ON MARCH 30, 1954 


Those present were Messrs. Parsons, Torrey, Pell, Scarritt, and May. 

The reading of the minutes of the last meeting was dispensed with as copies 
of those minutes had been given previously to the directors and were approved 
in that form. 

The managers’ report giving premiums and losses for the month of February 
1954 was presented and considered. 

Mr. Scarritt reported on our recent conversation with Mr. James Manton of the 
American International Underwriters at the luncheon given by Mr. Reardon, 
regarding the AIU’s thoughts on entering the aviation insurance business. 

The latest developments on the War Department rating plan policies were 
discussed and a summary of the current situation will be submitted to the 
directors by memorandum. 

Mr. Scarritt asked that consideration be given to the issuance of a single policy 
for both aircraft hull and casualty risks by those companies in the group that 
have fully adopted the multiple line basis. 

The directors confirmed having approved an invitation to the branch managers 
to visit the home office in New York accompanied by their wives, but only in 
commemoration of our 25th anniversary this year. It was decided that the 
branch managers would be invited at separate times rather than having them 
allin New York at the same time. 

The Aviation Rating Insurance Bureau has requested copies of our current 
special policies issued to the airlines and manufacturers. After discussion of this 
request, it was decided to advise the AIRF that this matter is to be held over 
for further consideration of certain details during April, following which we 
will be in touch with them again. 

Byron B. May. 
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Avueust 20, 1948. 
Mr. Georace H. Tryon III, 


Committee Secretary, National Fire Protection Association, 
Boston, Mass. 

Deak Mr. Tryon: The Aviation Insurance Rating Bureau is simply a rating 
organization set up for the purpose of meeting certain legal requirements with 
respect to our business and is wholly supported by the insurance companies 
which are members of that particular rating organization. 

It, of itself, has no interest in aviation except through its members and, 
therefore, will have no interest in the NFPA. 

Very truly yours, 
D. DER. M. Scarritt, Manager. 





{Personal and confidential] 


JANUARY 26, 1950. 
To: Mr. L. W. Sweetser, Jr., Los Angeles office. 


From: J. P. Risque, home office. 


Dear Larry: This is not for the record, which is the reason it is being sent 
under separate cover. Simply for their information, copies marked ‘Personal 
and confidential” have also been sent to Messrs. Williams, Brill, and Daly. 

In the same mail as this, you should receive our memo of the same date on 
the subject of Hughes Aircraft Co. I would like you to know that what has 
been written in there as to the rating of the risk is as unpleasant to us as it will be 
to you, but please have firmly in mind that the bureau is a creation of our 
companies, and we must work withit. — 

Mr. Wayne, the manager of the rating bureaus handling railroad and inland 
marine risk rating, of which the Aviation Insurance Rating Bureau is a part, 
told me not long ago in a chat we had when I went over there to argue for 
approval of a branch office rate request, that the AIRB was established by our 
companies for the sole purpose of keeping themselves out of trouble with the 
insurance supervisory authorities of the States and the Federal court. As in 
the aggregate they write billions of dollars of business, they did not want the 
relatively minute volume of aviation insurance to jeopardize their other large 
writings. I am telling you all this so that you will know of the necessity to 
work within the framework of the bureau. 

Mr. Wayne indicated that if prior to quoting on a risk we will let them know 
what we propose, they can give us a broad range within which to work, since 
they realize that it is not possible for them to sit in on all negotiations between 
ourselves and producers. But where, as in this case, commitments are made to 
the producer first, it is not only in derogation of the purpose of the bureau but 
creates a considerable problem where the bureau feels constrained to disapprove 
the request for rate promulgation because, for example, the rates requested 
are not in line with the rating plan under which we are operating. 

We don’t intend to lose any business simply because of the extra work which 
the bureau puts us to nor do we expect that the bureau will be arbitrary in 
respect to the rates or insuring conditions. We should look upon the bureau as 
a body which simply sees to it that such rates as we desire to use are consistent 
and in the eyes of the regulatory authorities both adequate and reasonable. 


JUNE 23, 1950. 
Mr. RaymMonp M. CAVERLY, 
Fidelity and Casualty Company of New York, 
New York, N.Y. 

Denar Ray: Some weeks ago you mentioned to me the inquiries received by 
foreign branch offices of the AFIA for aviation accident insurance on flights 
originating at such foreign points. We understand that these requests are not 
received with any great frequency and that in most cases, they arise in connection 
with the traveling of employees of concerns whose other business is currently 
handled by the AFIA. 
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At the present time the member companies of the AFIA which are also 
members of Associated Aviation, are unable to provide this insurance as our 
members have delegated to us exclusive authority for the writing of such risks 
and we, in turn, are unwilling to authorize the AFIA to accept such lines for 
our account. 

This matter has been discussed by our directors on several occasions. At 
today’s meeting, they authorized the writing of these particular foreign risks by 
the AFIA until such time as this authorization is changed or withdrawn by 
written notice to the AFIA. It is understood that Associated Aviation will not 
be interested either directly or as reinsurance in any such lines written by the 
AFIA. 

As you brought up this matter with us originally, will you be so kind as to pass 
this information along to the interested parties in the AFIA. 

Sincerely yours, 
ASSOCIATED AVIATION UNDERWRITERS, 
Byron B. May, 
Assistant Manager. 





OctToBER 18, 1956. 
To: Mr. W. D. Harpster, San Francisco office. 
From: Francis J. Steele, home office. 
Subject: Revised rate filings, effective June 1, 1956. 


I have checked with the AIRB and they advise that although they have not 
had notification from the Montana authorities, —- are presuming now that the 
filing has been accepted. 

This seems to be the procedure, that after a reasonable time has passed and 
the Department has not taken adverse action, the revised rates may be used. 
Accordingly, until further notice you can consider the revised filing in effect for 
Montana. 





ASSOCIATED AVIATION UNDERWRITERS, 
New York, N. Y., July 31, 1958. 
Mr. DonaLp P. McHueu, 
Counsel for the Subcommittee, Senate Antitrust and Monopoly Subcom- 
mittee, Senate Office Building, Washington, D.C. 

Dear Mr. McHucu: Mr. Stevenson has told me of his telephone conversation 
with you yesterday afternoon and has reported to me the requests you made 
for further information. He also told me that it is your present expectation 
that you may wish to have me appear and testify on Tuesday or Wednesday 
of next week, which is perfectly agreeable to me. 

So that you may have the information you want as quickly as possible, I am 
sending this letter to you by special delivery. The answers to the questions 
you asked Mr. Stevenson are: 

1. The figures previously sent to you in a memorandum dated June 30, 195s, 
headed “Member Companies’ Share of AAU Net as to Reinsurance and Expenses” 
are, as to column 1, reduced by payments made for reinsurance, and as to 
column 4, reduced by payments made to Chubb & Son and the Marine Office of 
America. 

As we have previously advised you, substantially all of the reinsurance 
purchased by us is with English companies, including the underwriters at 
Lloyd’s. Certain types of reinsurance are purchased from American companies, 
but this amounts, in the aggregate, to 2 percent or less of our total reinsurance. 

3. With respect to your request for information on premiums paid to rein- 
surers, we estimate that for 1956 approximately 55 percent of the total premiums 
received by us were paid out by us in the form of premiums for reinsurance, 
end for 1957, the percentage would be approximately 60 percent. 

a a co kK * * nn 


I would like to emphasize again that we regard these percentages and these 
figures as highly confidential, and request that you treat them as such. As to 
your further request for a percentage breakdown of our reinsurance as between 
English companies on the one hand and the underwriters at Lloyd’s on the other 
hand, it is impossible for us to give such a breakdown in the time available. 
Such computations would necessarily be very complicated and would take liter- 
ally weeks of work to complete. As a very rough approximation, and it is nothing 
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more than that, I would guess that the underwriters at Lloyd’s might underwrite 
in excess of 50 percent of this reinsurance. 

4. The premiums received by our air travel department accounted for the 
following percentages of our total written premiums in the years indicated: 
1956, 19.4 percent ; 1957, 18.3 percent. 

5. You have asked for a clarification of the item included in the profit and loss 
statements previously furnished to you headed “Commissions to Agents.” The 
figures shown under that heading in each case do not include payments to 
Chubb & Son and the Marine Office of America, but represent payments of com- 
missions to agents for services performed by them in the operations of our air 
travel department. These services include the furnishing of personnel to man 
counters, service to maintain machines, accounting, and the preparation of 
sales reports. 

I hope that this is the information you asked Mr. Stevenson to request from 
me. If any further information is desired, I will be glad to try to supply it. 

Mr. .Stevenson also told me that he understood that the subcommittee would 
want Mr. Scarritt to appear and testify in the hearings. As you know, Mr. 
Searritt has been in very poor health in recent months, and as a result, I have 
assumed many of his responsibilities in the active management of our organiza- 
tion. Mr. Scarritt has had a serious heart condition, and since last November, 
when he had a very serious attack, he has rarely been in the office. His physical 
condition has also been complicated by nervous problems, and I want you to 
know that he is not in any condition to testify before the subcommittee. When 
Mr. Stevenson told me that you planned to ask Mr. Scarritt to appear, I tele- 
phoned Mr. Scarritt’s doctor, who confirmed my impression of Mr. Scarritt’s 
condition. The doctor suggested that he send me a letter, stating his opinion 
about Mr. Scarritt’s health, and I will be glad to give that letter to you if you 
would like to see it. I wanted you to have this information immediately, and 
I want to emphasize that I will do my best to give you all the information you 
want at the hearings or supply that information after the hearings if I cannot 
give it in my testimony. I know Mr. Stevenson mentioned Mr. Scarritt’s condi- 
tion to you again yesterday, but I want you to know that Mr. Scarritt will not 
be available to appear. 

I would like to know in advance just when you will want me to appear and 
testify so that I can make travel and hotel accommodations. I will be glad 
to appear on either Tuesday or Wednesday, August 5 or 6, but I would like to 
ask you to arrange, if possible, that I give testimony on one of those days. I 
realize that it is difficult for you to know exactly when you will ask me to 
appear, but I want to avoid, if possible, a long delay in waiting to testify, 
which might keep me in Washington longer than was necessary for your 
purpose. Please let me know tomorrow or Monday what you would like to 
do about this. You can reach me at this office by telephone, or send me a short 
note if you would prefer. Incidentally, I am not clear as to whether you expect 
to serve a subpena on me. I will be glad to testify with or without a subpena, 
but I merely wanted to have some advance notice if a subpena is going to be 
served so that I will be here to receive it. 

I was sorry not to be able to talk to you yesterday afternoon and am sending 
this letter to you this morning to avoid any delay giving you the information 
asked. 

Sincerely yours, 
Byron B. May, 
Executive Vice President. 


ASSOCIATED AVIATION UNDERWRITERS, 
New York, N. Y., October 23, 1958. 
Senator JosepH C. O’MAHONEY, 
United States Senate, Committee on the Judiciary, Subcommitee on Anti- 
trust and Monopoly, Senate Office Building, Washington, D. C. 

Dear SENATOR O’MAHONEY: During my appearance before the subcommittee 
on August 7 and 8 you indicated that the subcommittee would be willing to 
receive from Associated Aviation Underwriters a statement of our views with 
respect to various aspects of aviation insurance under investigation by the 
subcommittee. 

In recent weeks I have had an opportunity to review the record of testimony 
given at the hearings by myself and other witnesses, and also to review the 
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various documents from our files which are under consideration, as per my 
letter to you dated October 22, 1958, for inclusion as an appendix to the 
record. I feel that there are a number of matters which Associated Aviation 
Underwriters should call to the attention of the subcommittee, and I am, there- 
fore, sending you this letter in accordance with the suggestion which you made 
during the hearings. 

First of all, I should like to emphasize that Asséciated Aviation Underwriters 
believes that the best possible safeguard against unreasonable rates on aviation 
hull and liability insurance lies in the strong and constant competition which 
exists in this market. The record of the hearings shows that there is active 
competition for risks in this field, not only by American insurers competing 
against each other but also between American insurers and foreign markets, 
including insurers in London. The record of the hearings further brings out 
the fact that Associated Aviation Underwriters is a very positive factor in this 
competition. Associated submitted to the subcommittee in advance of the 
hearings a chronological list of the airline hull and liability risks lost by Asso- 
ciated to its competitors during the past 13 years, and the risks which Associated 
has competitively obtained during the same period. 

In response to questions put to ne by Senator Kefauver during my testimony, 
I also made reference to the fact that Associated had been in active competition 
with British insurers for aviation hull and liability risks, and had succeeded 
upon several occasions in obtaining such risks from British competitors. I gave 
one illustration of this—namely, Ethiopian Airlines—but there have been at least 
four other airlines whose hull and liability risks have been won by Associated in 
competition with the British market. Those airlines are Piedmont Airlines, 
Transocean Airlines, Great Lakes Airlines, and Twentieth Century Airlines, the 
last three occurring in June and July 1958. In addition, British competitors have 
in past years succeeded in obtaining the hull and liability insurance for six air- 
lines whose risks were formerly insured by Associated. These airlines are 
Braniff, Delta, Northeast, Northwest, Trans World Airlines and Western. Subse- 
quently, certain of these risks have been regained by Associated Aviation Under- 
writers, again competitively. 

It is our belief that these illustrations are typical of a pattern of continuous 
competition for hull and liability risks, and that this competition will! not only 
continue but will increase with the continued growth of commercial air transpor- 
tation. We believe that this competition is a practical and workable safeguard 
against unreasonable or unjustified rate charges by any aviation insurer in the 
United States or in foreign markets. In this connection, it is important to em- 
phasize that the buyers of aviation insurance are a sophisticated professional 
group, well equipped to negotiate for the maximum benefit from the competitive 
situation. 

The second point which I should like to make is that inflexible regulation of 
rates on this class of business would be destructive of competition and would 
result in an aviation insurance market far less responsive to the needs of air 
transport than exists under present-day competitive conditions. The insurance 
needs of air carriers are infinitely varied by reason of special circumstances, 
such as the makeup of their fleets, their varying financing requirements, and the 
nature of activities required to maintain the highest degree of safety over varying 
routes. Rigidity in control of rates and forms of policy imposed by an outside 
authority would make it difficult or impossible for underwriters to adapt them- 
selves to these requirements. Moreover, from the point of view of the public 
interest it would have another unfortunate effect in reducing the financial in- 
centives to safe operation which exist today, since an outstanding safety record is 
rapidly reflected at present in the insurance costs of the airline operator. I would 
like to make it clear that what I am urging is not absence of regulation but 
flexibility of regulation, as it exists today under the jurisdiction of New York 
State and other States. 

Some reference was made in the hearing to the system of “maximum and 
minimum rates for aviation insurance.” A range of rates of this nature not only 
provides flexibility which we sincerely believe to be in the public interest, but also 
is in conformity with the pattern of the regulatory statutes in the various States 
which provide that rates shall not be “excessive, inadequate, unfairly discrimi- 
natory, or otherwise unreasonable,” as in article VIII of the New York insurance 
law. 

One further aspect of rigid regulation of rates is worthy of consideration. 
Such a system would pose a dilemma, which the Congress should avoid: either 
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to deprive the American airline operator of the benefits of foreign competition 
or alternatively, to destroy the effectiveness of the American aviation insurance 
market in competition with foreign markets. It is self-evident that if the rates 
named by American aviation underwriters are rigidly controlled, either an un- 
regulated foreign competitor will be in a position to write any business which it 
chooses by competing against rates which will be known to it in advance or alter- 
natively, the American airline operator will be deprived of the present competitive 
advantages by a requirement that he insure only with regulated companies. 
We believe that neither of these alternatives would be in the public interest. 

A third point on which I would like to comment is the references made 
during the course of the hearings to utilization by American aviation underwriters 
of foreign reinsurance. Our 30 years’ experience in the aviation insurance busi- 
ness leads us to the conviction that the effect of such foreign reinsurance is to 
stimulate competition rather than the reverse. First of all, in view of the very 
large values involved in a single airplane under modern conditions, it is doubtful 
whether without such reinsurance there would be sufficient capacity in the Amer- 
ican market to maintain two or more competing groups of underwriters. While 
undoubtedly the American market as a whole could absorb the full values in- 
volved in any of the risks in question, any such insurance would absorb the major 
portion of American capacity leaving no further capacity available for competitive 
bids. In the second place, it is a matter of record that the existence of such 
reinsurance has not in fact served to eliminate London competition on American 
risks. During the course of the hearings some suggestion was made that, con- 
versely, dependence upon foreign reinsurance might serve to impose a measure of 
foreign control upon the activities of American aviation underwriters. In this 
connection I would like to state for the record that in placing its reinsurance 
treaties Associated Aviation Underwriters has always taken the position that the 
rates of insurance to be quoted by it are entirely within Associated Aviation Un- 
derwriters’ own discretion (subject, of course, to State regulation) and will not 
be discussed with or disclosed to reinsurers. Accordingly, no foreign reinsurer 
who is unwilling to accept Associated Aviation Underwriters’ judgment in respect 
to rates, conditions, and loss payments is given an opportunity to participate in 
its reinsurance covers. 

I appreciate your courtesy in granting to Associated Aviation Underwriters 
an opportunity to state its views on these important points presently under con- 
sideration. I respectfully request that this letter be made part of the record 
of the hearings as a supplement to the testimony I gave, and the documents from 
Associated Aviation Underwriters’ files, some of which are under consideration, 
to be included as an appendix to the record. 

Sincerely yours, 
Byron B. May, 
Executive Vice President. 


INTERNATIONAL UNION OF AVIATION INSURERES—-MINUTES OF MEETING HELD IN 
BRUSSELS 11TH AND 12TH May 1949. 

Present 

Belgium: Compagnie Belge d’Assurances Aviation—Mr. A. de Walque. 

France: Association General des Societes, d’Assurances contre les Accidents, 
Droit Commun.—M. R. Gravelin, M. Mace, M. Vaulon, M. E. Duchez. 

jreat Britain: Aviation & General Insurance Co., Ltd.—Mr. L. Murray- 
Stewart; British Aviation Insurance Co., Ltd.—Capt. A. G. Lamplugh, Mr. R. 
H. Jennens. 

Holland: De Nederlandsche Luchtvaartpool N. V.—Mr. W. de Viaming. 

Italy: Consorzio Italiano di Assicurazioni Aeronautche—Dr. B. de Mori. 

Sweden: Den Nordiska Poolen for Luftfartforsakring—Mr. Juhlin-Dennfelt, 
Mr. Ake Hammerlund. 

Switzerland: Accident & Casualty Insurance Company of Winterthur, Dr. 
G. Hasler; Zurich General Accident & Liability Insurance Co., Ltd.—Mr. D. 
Hagmann. 


United States of America: United States Aviation Underwriters, Ine.—Mr. 
George W. Orr. 

Observers: Mr. J. Crowe, Lloyd’s Aviation Underwriters Association; Mr. C. 
J. Meerbergen, British Aviation Insurance Co., Ltd., Brussels. 


In attendance: Comdr. A. Goodfellow, legal adviser; Miss M. G. Bett, central 
office. 
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The meeting opened at 10 a. m. on 11th May. The delegates were welcomed 
by M. de Walque who made particular reference to the presence for the first 
time of Mr. George Orr on behalf of the U. S. A. and of Dr. de Mori, for the first 
time since the war, on behalf of Italy. 

Mr. de Walque read the following telegram received from Captain Adrian 
Florman, the retiring President: 

“Thanks to fever and severe ‘flu’ still in bed since a week ago and can therefore 
unfortunately not come to Brussels. I assume you all understand how deeply 
disappointed I am not to be able to attend this my last meeting with you my 
good old friends in the I. U. A. I. I hope your discussions will proceed in the 
usual pleasant and friendly atmosphere to the benefit and progress of our union. 
Greetings and good luck to you all, 

“Very sincerely yours, 


“ADRIAN FLORMAN”, 


Having regard to this telegram Mr. de Walque, on behalf of all the delegates 
present, requested the Vice President, Captain Lamplugh, to take the Chair. 

Captain Lamplugh accordingly took the chair, and in the first place expressed 
the thanks of all members to Mr. de Walque and the “Union and Prevoyance” 
for their kindness in acting as hosts. He then asked for approval to a tele- 
gram of sympathy from all members to Captain Florman. 

It was unanimously agreed that a telegram should be sent. 


Minutes of the previous meeting 


Subject to one or two small typing corrections the minutes were approved and 
signed by the chairman as a correct record. 


Apologies for absence 


The chairman reported apologies for absence from the First Bohemian Re- 
insurance Bank of Czechoslovakia and from two members of the Northern Pool. 


Chairman’s report 


In the absence of Captain Florman his presidential report was read by 
Captain Lamplugh as follows: 

“GENTLEMEN: I do not propose to take up very much of our precious time 
in making my report on events since our last meeting. We have an agenda 
to get busy with and I feel that if we are going to get down to as much work 
at this conference as I would like to see accomplished we must get busy as 
quickly as possible. 

“Various duties were undertaken by all members in Paris last year, such as 
furnishing the Central Office with a complete list of the shareholding, associated 
and subsidiary Companies which form our respective organizations. This has 
been done, and it is proposed that these lists should be printed in a form suitable 
for inclusion in our new handbooks, either inserted alphabetically at the end 
of the book or else the details for each member could be inserted in the section 
for that member. 

“Statistics for the calendar year 1947 for the various national airlines were 
to be furnished, and while this has, as usual, presented some difficulty, all 
members have attempted to comply and have done so to the extent that they 
are able. 

“Captain Lamplugh and Dr. Hasler were asked to try and meet during the 
year to investigate the possibility of the I. U. A. I. presenting a scheme to 
I. C. A. O. whereby we could assist them in trying to arrange for the acceptance 
of insurance furnished by one state for aircraft flying in other states worldwide. 
I believe these gentlemen were able to meet in Zurich in March of this year and 
I hope they will be able to report on this point. 

“When we had the pleasure of Miss Lambart’s company at our meeting last 
year, she was asked if she would approach Wing Commander Lester of the Sta- 
tistical Department of I. C. A. O. in Montreal to enquire what progress, if any, 
had been made in his department in collating the type of statistical data we are 
interested in and whether there was any possibility of our being able to receive 
any figures from him in the near future. Miss Lambart duly carried out this 
work and a copy of her report is amongst our papers. From it you will see 
that Wing Commander Lester was unable to help us much at that time (September 
1948) but thought that in a year’s time the statistical department of I. C. A. O. 
should be in a position to offer more assistance. 

“We also made a proposal in Paris that various gentlemen in Europe and 
in America might be asked if they would undertake to represent the I. U. A. I. 
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when necessary at the conferences and sub-committee meetings of I. C. A. O. 
which fell within their particular sphere of activity. Mr. A. J. Smith: in New 
York and Mr. Hagmann and Mr. Murray Stewart in Europe have agreed to 
assist with regard to statistical work. Mr. Per M. Hansson has written to 
say that he will gladly assist with legal work in Europe—in conjunction with 
Mr. Goodfellow, of course. Mr. Per Norlin of Stockholm has confirmed that 
he will be pleased to assist us in this way regarding technical questions, and 
Colonel Verron had already kindly agreed to help on this subject during our 
discussions in Paris. With regard to legal conferences in the American Continent, 
I believe an approach has already been made to Mr. C. H. Condon of the New 
York Firm of Condon & Forsyth, and he has agreed that he will help us. I 
believe that Mr. Orr, whom we are delighted to have with us to represent our 
United States members, is also going to introduce to us the name of Mr. Havens, 
also of New York, with whom his Company have very close relations. This 
point will be dealt with during our meeting, but I would like to record at this 
stage the acute interest which has been shown in the affairs of the I. U. A. I. 
during the last year by the United States Aviation Insurance Group, which 
is greatly appreciated here in Europe. 

“A further item and a very important one on our agenda for this meeting 
and which was also introduced last year in Paris, is the question of setting 
up a permanent central office with a full time secretary in charge. Corres- 
pondence has been exchanged in this connection during the year, which will 
be fully reported upon when this item is reached on our agenda. 

“And now, gentlemen, while this is the last time I shall sit amongst you 
as your President, I hope you will all realize that this does not mean that my 
interest in the I. U. A. I. will quickly diminish. I feel myself to have been 
to some extent instrumental in bringing the I. U. A. I. into being and I think 
one always has a particular affection for anything which has materialised 
out of one’s own suggestions or ideas, but I must confess to feeling a little dis- 
appointment that before my retirement from active business we have not got 
our Union driving more steadily toward the purposes which would be most use- 
ful for its members. I think I am right in saying that we all have this feel- 
ing individually, but we have not expressed it collectively in a sufficiently con- 
structive way while sitting at our various conference tables. In the last few 
weeks there have been circulated amongst us some very illuminating and 
searching memoranda which have come from our member in the United States 
and which I think will have stimulated thought in us all. Let us try, gentlemen, 
before we go our separate ways after this meeting, to set before each other 
our particular ambitions for the I. U. A. I. and each of us put forward openly 
our ideas of the ways in which our Union can be most useful to us and then 
apply ourselves to the task of making possible these aims. The compilation of 
statistics may be one, the circulation of interesting information on under- 
writing another; the hope of forming a method of distributing reinsurance 
amongst our “family” of members another. These are many ways in which our 
Union could provide a vigorous contribution towards the common interests of 
us all, and if we could only decide amongst ourselves, here in Brussels, which 
aims and objects shall be pursued and how we shall achieve them, I, for one, 
would feel that the I. U. A. I. had at least been urged towards the position it 
should occupy in our international business. It has no competitor, it is un- 
restricted, but it needs impetus; its members are drawn from amongst the 
most knowledgeable section of the insurance community and if we will just 
define our requirements and determine upon the methods of achieving them, I 
cannot believe that it will prove impossible for us to make up the years lost 
in the recent war, which undoubtedly hampered the growth and development of 
the I. U. A. I. very considerably.” [Applause.] 


Applications for membership 


Two applications were reported. The first was from the Consorcio de Se- 
guros de Aviacion of Madrid. Their application showed that they had been 
in aviation insurance for some years and that their premium income for 
the first six months of 1948 amounted to Ps788,000, or about £18,000. The 
Chairman enquired as to whether any of the members had knowledge of the 
applicants, and M. Gravelin said that his Company had had dealings with 
them. Mr. Hagmann intimated that there were several Pools doing aviation 
business in Spain and thought that the delegates should know more about the 
position and which Companies were members of the Consorcio. M. Gravelin 
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undertook to obtain this information by telephone from Paris and the applica- 
tion was deferred. 

The second application was from the Misr Insurance Co. of Cairo whose direct 
and re-insurance business during 1949 amounted to nearly £50,000. Captain 
Lamplugh reported favourably on their activities and proposed their election 
which was seconded by Dr. de Mori. 

The Misr Insurance Co. was unanimously elected to membership. 

Resolved that the Misr Insurance Co. be unanimously elected to membership. 


Resignations 


The Chairman reported that the Queensland Insurance Co., having more or 
less retired from aviation business had resigned from the Union. 
Resolved that their resignation be accepted. 


Aviation Insurance Offices Assvciation of London 


Captain Lamplugh reported the formation of this Association which had writ- 
ten a formal letter to the IUAI acquainting the Union with its formation 
and objects, which were of a purely domestic nature and did not in any way 
overlap with the objects of the Union. They were anxious to co-operate with the 
IUAI in every possible way. Mr. de Vlaming raised the query as to whether the 
Association wished to become a member of the Union and this led to a long 
discussion in which Captain Lamplugh, Mr. de Viaming, Cdr. Goodfellow, Mr. 
Meerbergen, Dr. de Mori, Mr. Gravelin, Mr. Juhlin Dannfelt, Mr. de Walque, Mr. 
Orr, Dr. Hasler and Mr. Hagmann all took part on the question of whether the 
Association was eligible for membership and as to the general desirability of 
inviting membership from Associations of this nature. It was generally agreed, 
as the result of the discussion, that the Association would be eligible for mem- 
bership as a special case, and it was pointed out (a) that the Union needed as 
many members as possible if it was to be fully effective, and (b) that the Marine 
Insurers Association, which had originally started with individual Companies 
and even brokers as members, had ultimately confined its membership to one 
representative association from each country, the members of which were entitled 
to send several delegates to the meetings. As against this, it was pointed out 
that the Marine Insurers Association practice had only been adopted because the 
number of members had become excessive. To adopt it at the present stage in 
the IUAI’s history would merely decrease the number of members at a time 
when an increase was desired. It seemed to some members illogical that an 
Association could be a member at the same time as independent Companies 
which were members of the Association itself so that, in effect, to accept the 
Association as a member would mean in the case of Great Britain that the 
B. A. I. C. and Aviation and General would cease to be members with the result 
that the number of members would decrease. On the other hand, if all three 
bodies were accepted as members, difficulties might arise about the voting powers, 
which were limited to a maximum of eight votes per country. 

It was finally agreed that the time was not yet ripe for a decision on this 
point, and that meanwhile a suitable letter of acknowledgement should be written 
‘to the Aviation Insurance Offices Association and that the question of member- 
ship should be considered further if and when any application for membership 
was received. 

Resolved that a suitable letter of acknowledgment should be written to the 
Aviation Insurance Offices Association and that the question of membership 
should be considered further if and when any application for membership was 
received. 


Lloyds Aviation Underwriters Association 


The Chairman raised the item on the agenda: “To consider the possibility of 
Lloyds co-operation in the IUAI.” He explained that the item was in the nature 
of a “hardy annual,” but he still felt that it was of sufficient importance to justify 
discussion. 

Mr. Hagmann spoke strongly in support, not only of closer co-operation, but 
of actual membership of the Union by Lloyds Aviation Underwriters Association. 
He pointed out that Lloyds Marine Underwriters took an active part in the 
International Marine Union and could see nothing to prevent them taking an 
equally active part in the Aviation Union. In this he was supported by Cdr. 
Goodfellow, who pointed out that there was nothing in the Statutes or Internal 
Regulations of the IUAI which made its decisions legally binding on members, 
and that in practice, the Union had never attempted to act as a rating Asso- 
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ciation. On legal and technical matters he had frequently enjoyed excellent 
co-operation from Lloyds Aviation Underwriters and he saw no reason why they 
should not go a step further and become actual members of the Union, a step 
which would be advantageous to all parties concerned, especially in dealing 
with such bodies as I. C. A. O. and I. A. T. A. He had discussed the matter with 
Mr. David Beebe in New York and quoted from Mr. Beebe’s memorandum as 
follows: 

“Tt has long been my hope that a plan can be developed under which Lloyds 
can take a more active part in the affairs of the IUAI. Directly, or indirectly, 
some of the Syndicates at Lloyds are interested in most aviation business through- 
out the world. As the result Lloyds can benefit most, or suffer the greatest, 
through our successful, or unsuccessful, handling of the problems we are attempt- 
ing to deal with through the IUAI.” 

Further support to the proposal was given by Mr. Orr, Mr. Juhlin Dannfelt, Mr. 
de Viaming, and Mr. Gravelin. 

Mr. Crowe (Lloyds Aviation Underwriters Association) explained that the 
object of his Association was the improvement of market conditions, but did not 
attempt to deal with rating structures. The activities of the I. U. A. I. seemed 
to be developing along the same lines, and speaking personally, he could see no 
reason why his Association should not be associated with this work in the same 
way that they were joining in with the work of the London Aviation Insurance 
Offices Association. He had, however, no mandate to commit his Association on 
this point, and could only say that he personally favoured it, and suggested that 
the Union might give an official communication to his Association that an 
application for membership would be favourably considered, and, at the same 
time, supply a copy of the Statutes and Internal Regulations so that the matter 
could be considered at the next meeting of his Association. He could only say 
at this stage that in principle he believed that Lloyds would be prepared to 
co-operate provided that they knew the exact terms on which such co-operation 
was required. 

It was unanimously agreed that an official letter should be written to Lloyds 
Aviation Underwriters Association indicating that an application for member- 
ship would be welcomed and supplying them with a copy of the Statutes and 
Internal Regulations. 


Resolved that an official letter should be written to Lloyds Aviation Under- 
writers Association indicating that an application for membership would be 


welcomed and supplying them with a copy of the Statutes and Internal 
Regulations. 


Legal matters 


This was the next item on the agenda, but at the suggestion of Commander 
Goodfellow, it was deferred to give time to delegates to read and digest the 
various reports which had been circulated round the table. This was agreed to. 


Double insurance 


Captain Lamplugh reported briefly on the study of this subject made by Dr. 
Hasler and himself. Generally speaking, they had found that where double 
insurance occurred, it was within those countries where insurance was either 
nationalised or compulsorily diverted to a National Company. A typical case 
in point was Brazil. There was also a difficulty arising from the indemnity 
required by the U. S. Army Air Force Authorities for the use of their airfields 
for civilian air traffic. Similar difficulties might arise as regard British R. A. F. 
Bases used by civilian airlines. The situation had been unofficially reported to 
I. C. A. O. with a suggestion that any specific instances of double insurance 
requirements should be reported by their F. A. L. division to the Union so that 
schemes might be evolved to avoid the difficulty. 

Mr, Orr denied that there was any trouble so far as Brazil was concerned. 
It was quite true that certain domestic risks (e. g., workmen’s compensation 
insurance for ground employees in Brazilian territory) had to be carried by 
Brazilian insurers and were compulsorily allocated by the Brazilian Government 
between a number of Brazilian Companies. It was also true that passenger 
liability had to be insured under the Brazilian Air Code up to a maximum of 
100,000 crusados (about $5,000) but a foreign airline operating into Brazil could 
carry this insurance with its own Company provided that the latter was accept- 
able to the Brazilian Government. In practice they had experienced no diffi- 
culty in dealing with the problem. The U. S. A. I. G. insured all risks except 


33077-— 59 32 








492 THE INSURANCE INDUSTRY 


those which were compulsorily insurable in Brazil, these being insured with 
Pan American Airways through a Brazilian Company so that no question of 
double insurance arose. He thought it would be time enough to raise this prob- 
lem when the Airline Companies could show that they. were being charged double 
premiums. 

Mr. Goodfellow pointed out that although it was true that the U. S. A. A. F. 
Authorities were insisting on indemnities and hold harmless agreements covered 
by insurance, he had not yet come across a case in which it was insisted that 
the liabilities must be insured through an American Company. 

Dr. Hasler and Mr. Juhlin Dannfelt agreed that in Switzerland and the Scan- 
dinavian countries respectively there had at one time been some difficulty owing 
to Government requirements that certain liabilities must be compulsorily insured 
with National Companies but this had been got over in practice by the Swiss 
Companies accepting a certificate of insurance from some Company of the 
country in which the aircraft was insured and issuing their own certificate free 
of charge to cover the liability in Switzerland. 

It was agreed that an official letter should be written to I. C. A. O. stating that 
the I. U. A. I. would be very willing to give all possible co-operation in any cases 
of proved double insurance if details were supplied but that no further action 
on this point was required at present. 

Resolved that an official letter should be written to I. C. A. O. stating that the 
I. U. A. I. would be very willing to give all possible co-operation in any cases 
of proved double insurance if details were supplied but that no further action 
on this point was required at present. 


Legal matters 


Commander Goodfellow asked permission to refer briefly to certain matters 
not covered by his memoranda. Firstly, as regards legal decisions, there were 
two additional cases that he wished to mention. The first was the Ulen case 
in which a verdict of wilful misconduct had been returned against American 
Air Lines, Inc. and damages in excess of the Warsaw Convention limits had 
been awarded. This was a dangerous decision because it indicated that it might 
be left to a lay jury to decide whether or not there had been wilful misconduct, 
even in cases where there was no evidence of wilful misconduct in the sense that 
the term was understood by the British and American Courts. If this practice 
became general, there was an obvious danger of verdicts on sympathetic grounds. 
The Ulen case was being taken to appeal, but the appeal had not yet been decided. 

Another interesting decision was by the American Court of Appeal in a case 
arising out of the Pan American crash at Lisbon. In connection with this crash, 
the Garcia case had already applied the Warsaw Convention limits, but in this 
ease an attempt was made to get round them on the grounds that the ticket was 
not delivered to the passenger in person. The Court of Appeal decided by a 
majority that delivery to an agent on behalf of the passenger was sufficient, but 
an interesting point was that the dissenting judgments implied that the ticket 
delivered must contain all the details required by Article 3 of the Warsaw Con- 
vention. This was important because the new form of ticket approved by the 
I. A. T. A. does not contain all these details, and if the view expressed by the 
dissenting judges is generally adopted by the Courts, its use may involve con- 
siderable risk of unlimited liability. In this connection, he reported that he 
was currently handling two cases in which unlimited liability was claimed under 
the I. A. T. A. consignment notes on the grounds that they did not contain all 
the essential particulars required by the Convention. One, which involved only 
a few hundred pounds, had been settled out of Court on a fifty-fifty basis. The 
other, which involved about £60,000 was still outstanding. 

Commander Goodfellow drew the attention of members to the fact that under 
the new I. A. T. A. conditions, air carriers were proposing to accept freight and 
baggage with a special declaration of value on delivery, thus reversing their 
practice of the last twenty years. This was all right provided that Under- 
writers got a proper rate for the risk and would in some respects simplify 
matters since technical defects in the consignment note would no longer be of 
any importance. On the other hand, difficulties were likely to arise if I. A. T. A. 
decide that the additional freight charge collected by the first carrier was not to 
be pro-rated among subsequent carriers in cases of successive carriage. On 
this basis the only logical practice would be for the insurers of the first car- 
rier to cover the risk throughout the whole period of the journey and their rights 
of recourse (if any) against the carrier actually responsible for the loss or 
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damage would presumably be subject to the limited liability imposed by the 
Warsaw Convention and/or the conditions of carriage of the carrier concerned. 

As regards air line disasters and the lessons to be learned from them, he had 
nothing to add to the report already circulated. He had considered all the re- 
ports received from the British and American authorities, but none of them 
called for particular comment. In this respect he added that although he re- 
ceived full reports from the two countries mentioned, he was still getting very 
few reports from the other members. 

The Northern Pool raised a query as to the report on the collision between 
a Swedish air liner and an R. A. F. Transport Command aircraft near Northolt. 
Commander Goodfellow agreed that this contained some interesting views. His 
difficulty was that his firm was very much concerned in the litigation arising out 
of this crash and he would have to consider how far he could add to the re- 
port published by the Ministry of Civil Aviation. All that he felt free to say 
at this stage was that it was an indication that a certain type of accident could 
occur in which parties other than the actual air carrier might be sued for 
damages. This risk had, in fact, already become clear from two previous cases, 
one involving a Lockheed Constellation and the other involving a Douglas DC-6 
in both of which the manufacturers of the aircraft had been joined as defend- 
ants on the grounds of alleged defects in the aircraft. Such claims, of course, 
were not subject to the limits of the Warsaw Convention, and it was an im- 
portant point for Underwriters to bear in mind when asked to cover the in- 
demnities and hold harmless agreements which were being asked for both by 
aircraft manufacturers on the sale repair or maintenance of aircraft and by 
aerodrome authorities as a condition of making use of their airports. 

Captain Lamplugh asked Mr. Orr whether he could make any statement on 
the recent collision between a light aircraft and a Lockheed Constellation air 
liner. Mr. Orr stated that the C. A. B. report had not yet been published and 
that, in any case, it would not establish liability one way or the other since the 
Cc. A. B. reports were not admissible in evidence as the proceedings of their 
enquiries were not in accordance with the ordinary rules of evidence. On the 
other hand, they did, in fact, provide prospective plaintiffs with a great deal of 
ammunition. They were faced with the further difficulty in the U. S. A. that un- 
der their new Federal Rules, the Courts had tremendous powers to compel dis- 
closure in the case of air carriers. They could walk into the office of an Air- 
line Company and demand production of even the most confidential interdepart- 
mental reports. Consideration was being given to methods of avoiding the 
worst feature of these powers as it was obviously desirable that Airline Com- 
panies should not be deterred from circulating confidential memoranda or re- 
ports following an accident or a near-miss through fear that such action would 
merely be manufacturing evidence for claimants. Insurers and Air Line Com- 
panies were jointly considering the problem involved. 

Mr. Orr went on to report a recent case (Ritts v. American Overseas Air- 
lines) in which it was held that the carrier and his agents had taken all the 
necessary measures to avoid the accident and were therefore held not liable un- 
der the Warsaw Convention. Mr. Goodfellow asked for full details of this case. 


(Note: These have since been provided and will be included in the next sum- 
mary of accidents report.) 


Statistics 


It was agreed that this item should also be deferred until after members had 
had the opportunity of considering the memoranda laid on the table by the 
Statistical Sub-Committee, but meanwhile the Chairman asked Mr. Hagmann to 
make a preliminary statement. Mr. Hagmann explained that the material avail- 
able had been returned to him by Mr. Al Smith and that in conjunction with 
the Winterthur he had attempted to summarise it in the form of two statistical 
tables. Unfortunately no replies to the questionnaire had been received from 
the B. A. I. C., Aviabel or the Northern Pool and blanks had had to be left 
for the insertion of their figures when available. 

The one table included the information supplied by members while the other 
included information supplied from Government sources. In the latter table, 
Great Britain, Italy and Czechoslovakia were still blanks. To the tables he had 
added information from Swissair as a guide to members on the type of informa- 
tion which they might be able to obtain direct from their National Airline Com- 
panies, With this brief explanation he proposed that further consideration of 
the problem should be deferred until after members had had the opportunity of 
studying the table. 

It was agreed to defer the matter accordingly. 
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I. U.A, I. handbook 


The Chairman called upon Mr. Hammarlund to report the position. 

Mr. Hammarlund explained that the revised edition of the handbook was now 
ready and was available for distribution, with the exception of the Italian sec- 
tion which had only just been received. The same would apply in the case of 
Egypt and any other countries subsequently accepted for membership. The 
cost of printing 100 copies would be Sw. Kr 2,100, or about £140. He proposed 
that members should be supplied with one copy each free of charge of the hand- 
book and that additional copies should be charged at £1.6.0 per copy. This was 
unanimously agreed to, and it was further agreed that one free copy should be 
supplied to Lloyds Aviation Underwriters Association so that it would be avail- 
able for consideration at their meeting when the question of applying for 
membership was under consideration. 

Agreed that members should be supplied with one copy each free of charge of 
the handbook and that additional copies should be charged at £1.6.0. per copy, 
and that one free copy should be supplied to Lloyds Aviation Underwriters Asso- 
ciation so that it would be available for consideration at their meeting when the 
question of applying for membership was under consideration. 

Captain Lamplugh drew attention to the query by Mr. Beebe as to whether 
the I. U. A. I. handbook was really necessary and whether it would not be more 
effective to have interchanges of views and notes between individuals by way of 
letters and memorands, copies of which should be supplied to the Ceneral Office 
for filing whenever they dealt with matters of general interest to all members. 

Mr. Goodfellow supported the desirability of the exchange of letters and 
memoranda, but felt that it should be supplementary to the handbook and not 
in substitution for it. He felt that personal contacts were one of the most 
important aspects of the Union’s work, and he was delighted to see that the 
U. 8. A. I. G. had sent over its Claims Director to this meeting, an example which 
he hoped would be followed by other members on future occasions. In most 
eases, of course, it was desirable that the Underwriter should be the leading 
delegate, but there were many technical matters on which claims managers and 
legal advisers could usefully get together and it seemed desirable that they 
should be included in all cases where technical and legal matters were included 
in the agenda. 

A general discussion followed in which both Commander Goodfellow’s sugges- 
tion and Mr. Beebe’s suggestion for the exchange of personal letters and memo- 
randa with copies to the Central Office in all appropriate cases met with general 
approval, but no formal resolution was passed. 


Miscellaneous matters 


The Chairman then adjourned the meeting until 9.30 a. m. the following day, 
and in doing so, drew the attention of members to the fact that two very impor- 
tant points would then come up for discussion. The first was the question of 
appointing the next President ; the second was the general question of the future 
activities of the I. U. A. I. He hoped that members would give both these 
points their very careful consideration, and would come to the next day’s meet- 
ing prepared to make concrete proposals. Commander Goodfellow asked whether 
the conference chamber could be made available during the afternoon so that 
delegates could use it for the reading and consideration of the various memo- 
randa and for informal discussions on these documents. 

This was agreed to. 


AFTERNOON SESSION 


This was devoted to study of the memoranda and informal discussions between 
delegates of which no formal record was taken for the Minutes. 


MORNING SESSION, THURSDAY, MAY 12TH 


The meeting resumed at 9: 30a. m. 

Before dealing with the agenda, the Chairman reported two items. In the 
first place, he reported that M. de Dardel of the Swiss Re, who had come to 
Brussels to attend the meeting, had been taken ill with pneumonia and would be 
unable to attend the session. (General expressions of sympathy.) 

In the second place, he reported that the following telegram had been sent 
to Captain Florman, the retiring President: 

“All IL. U. A. I. in Brussels hasten convey commiserations in your illness and 
sincere wishes for your speedy recovery. You and Madame Florman greatly 
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missed by us all. Sincerely trust opportunity will arise to have you both in our 


midst some future time. Regards and good wishes to you both from all your 
friends in the I. U. A. I.” 


I. U. A. I. handbook 


It was ascertained that all members of the I. U. A. I. present had their covers 
for the handbook and the revised edition was ‘accordingly distributed to all 
members present (one copy each) including a copy to Mr. Crowe on behalf of 
Lloyds Aviation Underwriters Association as agreed. 


Legal matters 


The Chairman called on Commander Goodfellow to deal with this item which 
had been deferred from the previous day’s agenda. 

Commander Goodfellow explained that the most urgent legal matters were 
those concerned with the forthcoming meeting of the Legal Committee of 
I. C. A. O. The subcommittees were due to meet in Montreal on June ist and 
the main legal committee would commence its meetings a week later. Many 
matters of interest to aviation insurers were coming up for discussion, including 
the revision of the Rome Convention, the revision of the Warsaw Convention, 
the Salvage Convention, the Collision Convention and the Search and Assistance 
Convention. In addition to these the I. U. A. I had been asked to express its 
views on the question of global limits of liability for the aggregate of all liabili- 
ties imposed by the various Conventions. 

As regards the Rome (Third Party) Convention, the problem of I. C. A. O. 
was that although the Convention had been signed over ten years ago and the 
Compulsory Insurance Protocol had been signed at the Hague in 1938, the Con- 
vention had still not been ratified by any major power. A Sub-Committee had 
been appointed to try and effect improvements which would make it more widely 
acceptable, and they were considering amongst other things, an alteration of the 
limits and a possible revision of the defences open to Insurers. The I. U. A. I. 
had already warned I. C. A. O. that the very limited defences open to insurers 
were considered to be an absolute minimum. They had been agreed at the Hague 
in 1938 as the result of great concessions by the Insurance Interests and it would 
be impracticable to go further. He did not think that the discussion of this 
Convention was likely to reach any final stage at the Montreal meeting. 

As regards the Collision Convention, the chief problem was to decide how 
liability should be apportioned as ‘between the owners or operators of the two 
aircraft involved. The general trend of opinion seemed to be that if the cause 
of the collision could definitely be proved, liability would be apportioned between 
the two aircraft in accordance with the degree of blame, as in the case of marine 
collisions, but that where the cause could not definitely be proved (as would 
most usually be the case in aerial collisions) the loss would lie where it fell and 
each party would bear its own loss. 

The Search and Rescue and Salvage Conventions were still in the exploratory 
stage. So far as salvage was concerned, the chief point was that the Convention 
proposed to introduce the entirely new principle of salvage awards for the sav- 
ing of human life. This was contrary to long accepted marine »ractice, and he 
personally was not in favour of it, though it must be admitted that there was at 
least one practical argument in its favour. In marine salvage there was always 
the chance of a successful salvage of the vessel as well as its occupants, whereas 
in the case of aircraft, the chances of material salvage were very small, and the 
salvor ran the risk of considerable expenditure without any reasonable hope of 
recompense. He believed that a reasonable compromise might be that salvage 
of human life should rank for salvage awards, but that the maximum figure per 
head should not exceed the Warsaw Convention limits, less any sum which the 
carrier might be held liable to pay under that Convention. 

The Search and Assistance Convention also raises serious problems for Under- 
writers. The object of the Convention was to ensure that proper searches should 
be carried out for missing aircraft by making the owner of the aircraft respon- 
sible for the costs of search. Coupled with this, there was a suggestion of com- 
pulsory insurance for the liability involved. This raised a rather serious prob- 
lem because experience has shown that the cost of search for missing aircraft 
might run into fantastic figures. It was not unusual for searches to be carried 
out by navies and air forces, and if the cost of operating several battle-ships and 
perhaps a score of heavy bombers were to be charged against the aircraft owner, 
it could well amount to a staggering figure. He personally considered that 
searches hy Government resources should be looked upon as a humanitarian 
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responsibility of the Governments. concerned, and that the cost could. well be 
treated as forming part of the normal training programme. The aircraft owner 
should only be responsible for the cost of searches undertaken at his own request, 
and the liability was not a suitable one to form the subject of compulsory in- 
surance. A possible solution would be to divide the world into zones, and to 
make aircraft operators contribute towards a fund to be administered: by 
I..C. A. O. covering the reasonable cost of searches in each particular zone. 

The revision of the Warsaw Convention had reached a new stage in as much as 
all the members of I. C. A. O. had been circulated for their opinions as to whether 
the limits should be increased or not. All members were supposed to reply by 
April ist, but up to date only eight or nine replies had been received. Of these 
about half were in favour of increasing the limits while the other half favoured 
the maintenance of the existing limits. His own view was that the differences 
of opinion revealed by the replies would. probably result in a recommendatiomthat 
the limits should remain unchanged since there was a general recognition in 
I. C. A. O. that the revision of the Convention, however desirable, must not be 
allowed to result in a Convention which was less widely aceptable than the 
existing one. 

The question of the revision of the Warsaw Convention was one of the most 
thorny problems which the I. U. A. I. had to face. Over in Europe, Underwriters 
had found that the Convention was full of technical defects which required 
amendment, especially in connection with documents of carriage. Over in the 
U. 8S. A., on the other hand, where their experience of the Convention had been 
comparatively recent and limited, Underwriters had not found much to complain 
about apart from the risk of actions under Article 25 based on wilful miscon- 
duct. Generally speaking, European Underwriters were in favour of revision 
provided that the new Convention was not less widely accepted than the old. 
U. S. Underwriters, on the other hand, were generally opposed to revision on the 
ground that any revised Convention might not be ratified by the U. 8S. Govern- 
ment. Lloyds Underwriters on the whole, adopted a neutral attitude and took 
the view that it was for Governments to impose liabilities and for Underwriters 
to provide insurance cover for it. He had drafted a letter from the I, U. A. I. 
to the Legal Committee of I. C. A. O. which he hoped would be held to represent 
a reasonable compromise between the three views and which had been circulated 
to members at the meeting. 

There remained the question of global limits of liability, a point which had 
been raised by the Swiss Government in reply to the questionnaire and on which 
I. C. A. O. had asked the views of the I. U. A. I. It was obvious that the sum 
total of all the liabilities imposed by the existing and proposed Conventions— 
Warsaw, Rome, Collision, Salvage, Search and Assistance, etc.—might well reach 
uninsurable figures, but the difficulty lay in the fact that no global limit of liabil- 
ity could be effective unless all the Conventions concerned were ratified by all 
the nations concerned, which was far from being the case at the moment. 
Failing this, a global limitation could only become really effective if all the 
liabilities imposed on aircraft were incorporated in one international Convention 
which in turn incorporated a global limit. Such a solution had been proposed on 
many occasions, but was still far from realisation. He felt that the best course 
for the I. U. A. I. at the moment was to suggest a limit based on the all up 
weight of the aircraft as given by its certificate of airworthiness, without for 
the moment suggesting a maximum figure and leaving it to the Legal Committee 
of I. C. A. O. to suggest how it could be made legally effective. 

In conclusion, Commander Goodfellow raised the question as to whether he 
ought to go over to Montreal to represent the I. U. A. I. at the June meeting 
of the Legal Committee of I. C. A. O. He had given the matter very careful 
consideration and had come to the conclusion that it would be adequate for this 
occasion if Miss Hyacinth Lambart of the Montreal Office of the B. A. I. C. were 
appointed to act as observer on behalf of the I. U. A. I. with authority to call 
him over by cable or telephone in case of emergency. Attendance at these 
meetings was a long and costly business, and his personal view was that no 
final and irrevocable decisions to the detriment of Underwriters were likely to 
be taken at the Montreal meeting. He was prepared to go out if necessary, but he 
would prefer to leave it that Miss Lambart should be appointed and that he 
should stand by to fly out at short notice in case of emergency. 

Captain Lamplugh thanked Mr. Goodfellow for his views and said that he 
would, in the first place, call upon Mr. Orr of the U. S. A. to give his views, 
followed by Mr. Crowe of Lloyds Aviation Underwriters Association. 
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Mr. Orr, after conveying greetings from David Beebe and other members 
of the U. S. A. I. G. and paying tribute to Commander Goodfellow’s work on 
the legal side, dealt with the various problems raised in order. 

As regards the Salvage Convention, he agreed with Commander Goodfellow 
in disliking the principle involved of making payments for the salvage of human 
life. It was also opposed by American Marine Insurers, who were afraid that 
it might be the thin edge of the wedge. If it had to be accepted, then he approved 
Goodfellow’s suggestion that the carriers liability under this heading should run 
concurrently with his Warsaw Convention liability, and should not be additional 
to it. Personally, however, he saw no necessity for the Convention, and con- 
sidered that it would be much more satisfactory to do as the British had done 
and simply apply the rules of the Salvage at Sea Convention to salvage of aircraft. 

As regards the Rome Convention, he agreed with Goodfellow in considering 
that it was an entirely bad Convention and that no amount of amendment would 
make it a good one. It was bad because the top limits of liability were illusory 
owing to the wilful misconduct clause. It was bad also because it required com- 
pulsory insurance which was always used by Governments as a means either 
of nationalising insurance or of obtaining wide powers of control over private 
insurance. 

As to the proposed Search and Rescue Convention, he was in general agreement 
with Goodfellow, but did not like his suggestion that I. C. A. O. should be given 
powers to assess aircraft operators and levy rates on them for the purpose of a 
fund, which he thought would create a dangerous precedent. 

As to global limitation, he agreed entirely with Goodfellow as to the difficulties, 
but did not personally agree with Mr. John Cooper as to the desirability of a 
single Convention to cover all the liabilities of aircraft operators. 

As to the revision of the Warsaw Convention, he wanted to make the American 
position clear. American insurers had had plenty of experience of dealing with 
the Convention and were fully alive to its defects, but generally speaking, it had 
enabled settlements to be made at lower figures than the average for non- 
Convention cases and its validity had been upheld and affirmed by the American 
Courts in a series of cases. There were three dangers about revision. The first 
was that although revision would no doubt cure some of the defects, it might 
introduce new ones. In the second place, there was quite a serious danger that 
a revised Convention might not be ratified by the American Senate, since the 
Convention contained several principles which were completely repugnant to 
American law and the original Convention owed its easy passage through the 
Senate to the exceptionally wide powers exercised by President Roosevelt at that 
time. Finally, even if the revised Convention were passed, it would necessitate 
fighting a series of actions in the Courts to establish its validity and the existing 
decisions would be rendered valueless. 

For those reasons, American Aviation Insurers could not associate themselves 
with the phrase in Goodfellow’s draft letter from the I. U. A. I. to I. C. A. O. 
to the effect that revision of the Convention was “highly desirable.” It was 
desirable from certain angles, and particularly from one angle, namely to make 
the limits of liability definite in all cases. As things stood, the loose wording 
of Article 25 and the absence of any definition of “dol” or “wilful misconduct” 
meant that Underwriters never knew the extent of their liability with certainty 
and were constantly having to fight expensive lawsuits in cases where damages 
in excess of the Convention limits were claimed. This was a bad feature of the 
Warsaw Convention, just as it was of the Rome Convention, and one which 
he would very much like to see amended. Goodfellow had said that amendment 
on this point would be difficult because it was contrary to legal principles of 
practically all European countries. He would answer that by saying that any 
limitation of liability for wrongful death was contrary to the principles of 
most of the States of the U. S. A. and if they were prepared to abandon their 
principles on one point, he thought that the European countries would also have 
to do a bit of abandoning if a satisfactory compromise was to be reached. 

In general, he felt that both Goodfellow’s arguments and his draft letter were 
sound and well reasoned, and he would very much like to be able to agree to the 
letter, but he was bound to raise the points which he had done and to stress the 
need for caution in approaching this difficult problem. 

Mr. Crowe on behalf of Lloyds Aviation Underwriters Association, quoted 
from his Association’s letter to Commander Goodfellow as follows: 

“In general, members have maintained the same attitude toward the prob- 
lem as that conveyed to you in my letter of last April on the same subject. 
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which is briefly that as Underwriters their primary concern is to quote a pre- 
mium for any risk placed before them, and such questions as the amendment 
of the Warsaw Convention are, strictly speaking, outside their province. They 
have, however, agreed that regards the proposed increase in the limits of 
liability, whilst it is for operators to decide whether they can meet the resultant 
higher premiums, the aspect of increased costs should be strongly emphasised. 
With regard to the features of the Convention concerning which there is more 
or less unanimous agreement as to the effect of amendment, members wish me 
to put on record the Association’s concurrence that general clarification would 
be of advantage always provided there is no doubt that the American Senate 
would ratify the revised Convention.” 

His Association felt that while revision of the Convention on a number of 
points was desirable, it was rather dangerous for Underwriters to associate 
themelves too closely with that revision. If they did so, and if in consequence 
the new Convention imposed additional liabilities for the aircraft operators, 
which in turn required additional premiums, it would be said that Underwriters 
had intervened for the purpose of making more money. 

That was the viewpoint of Lloyds Aviation Underwriters, but at the same 
time they wished to pay tribute to the constructive thought and work of Com- 
mander Goodfellow on this subject, and to express their appreciation of the 
way in which the I. U..A. I. was keeping them informed and giving them the 
opportunity to cooperate. 

Commander Goodfellow thanked the last two speakers for their expressions of 
appreciation. As regards Mr. Orr’s point under Article 25, he mentioned that 
the new draft Convention contained a definition of wilful misconduct which 
would go a long way toward meeting the difficulty and would tend to dis- 
courage claims of a semi-blackmailing nature. 

Mr. Murray Stewart asked Mr. Orr in what respect the existing Convention 
was repugnant to American law and whether he could give any comparative 
figures as to the cost of claims under the Warsaw Convention and under 
common law. 

Mr. Orr, in reply to the first question, said that the most important point was 
that the burden of proof was shifted. Under American law, as under British 
law, the defendant was only liable on proof of negligence, and it was for the 
claimant to establish negligence. Under the Convention, on the other hand, the 
defendant was assumed to be guilty unless he esablished his innocence. Another 
point was the limitation of liability. In only one-third of the States of the 
U. S. A. was a limitation of liability for wrongful death permitted so that the 
Convention was repugnant to the laws of two-thirds of the States in this con- 
nection. Even in those States which did permit a limitation, the Warsaw 
Convention limits were in general lower. Admittedly, a few States had limits 
as low as $5,000, but in most cases they were $10,000 or more as compared with 
the Warsaw Convention limits of a little over $8,300. In the third place, where 
a limit was permitted, it was a definite limit which was not dependent on the 
jury’s interpretation as to whether certain facts did or did not constitute wilful 
misconduct. 

On the second point, he would prefer to deal with settlement figures rather 
than the actual awards as the great majority of airline claims were settled out 
of Court. He had personally dealt with 100 airline death settlements during 
1948 which would give a good cross section of the American figures. 

In States which had no limits for wrongful death, there had been 58 death 
claims and including a few very large settlements, the average figure had been 
$11,827. In States which had a limit, there had been 42 settlements with an 
average of $5.845. The over-all average worked out at $9,314, or just about 
$1,000 above Warsaw Convention limits. 

As regards Warsaw Convention cases, the U. S. A. I. G. had not yet paid 
anything in excess of the Convention limits, but there were quite a lot of out- 
standing cases where claimants on one pretext or another were trying to get 
round the Convention and most of these had still to come to trial. Bearing in 
mind the high cost of proceedings, it looked as though the Warsaw Convention 
figure would rank on very much the same level as those for domestic accidents. 

Dr. de Mori for Italy said that he was in entire agreement with Cdr. Good- 
fellow on the Rome Convention and the question of global limitation of 
liability. As regards the Salvage Convention, however, the position was that 
Italian law already obliged the insurers of automatic personal accident policies 
to pay a contribution up to a maximum of 37% of the sum insured for death 
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as a salvage award. He thought therefore that the Italian Government would 
support the Salvage Convention. 

M. Gravelin said that the French delegation had been very interested in the 
remarks both of the Legal Adviser and of Mr. Orr, but he wished to raise one 
point. Mr. Orr had said that American Marine insurers were very much op- 
posed to the Salvage Convention and the Search and Rescue Convention. He 
had discussed this point with M. Mace, who was a Marine insurer, who told 
him that this opposition was not shared by French Marine insurers. 

Mr. Juhlin Dannfelt for the Northern Pool said that on the whole they were 
in favour of retaining the Warsaw Convention in its present form. He believed 
that the Swedish Government favoured an increase in the limits of liability. 
The Northern Pool did not favour this idea, but would not oppose it if there 
were general agreement on the point. On the other hand, they felt that it was 
very desirable that the Convention should contain some guidance as to how 
damages were to be assessed. In some cases at present, the limits were treated 
as an automatic liability in case of death, whereas in others, it was necessary 
to prove damage and dependency. 

As regards the Rome Convention, this had not yet been ratified by Sweden 
and his view was that the Swedish law on this point, which was based on the 
Rome Convention, was an improvement on the Convention and should be more 
widely adopted. If, however, the Rome Convention was to be ratified, he con- 
sidered it important that the time at which the liability of the air carrier and 
his insurer commences and terminates should be clarified. 

As regards the Salvage and the Search and Rescue Convention, he did not 
feel that there was any immediate need for an international Convention on 
either subject. 

Finally, he expressed the hope that the differences of opinion between Cdr. 
Goodfellow and Mr. Orr on the subject of the Warsaw Convention could be 
reconciled, as he believed that they could be, so that a unanimous letter could 
be sent to I. C. A. O. on behalf of the I. U. A. I. 

Mr. de Walque for Belgium expressed his complete agreement with the Legal 
Adviser. He did not think there would be any difficulty so far as Belgium was 
concerned in accepting amendments of the Warsaw Convention along the lines 
proposed, but there might be difficulties in other countries, and it was im- 
portant that any amended Convention should be as universal in character as 
the existing one. 

Dr. Hasler for Switzerland said that he had listened with much interest to 
the views put forward. He agreed with Mr. Crowe that the question of revi- 
sion of the Convention was primarily a matter for the Governments concerned, 
and that the duty of insurers was to advise rather than to bring pressure to 
bear, but agreed with Mr. Orr that if revision took place, one of the most im- 
portant points was in connection with Article 25. It was essential for Under- 
writers to know where they stood, and if Article 25 could not be deleted en- 
tirely, then at least there should be a clear definition of what is meant by 
“dol”. 

Finally, he felt that in spite of the cost involved, it would be worth the while 
of the I. U. A. L. to send Cdr. Goodfellow to Montreal for the I. C. A. O. meet- 
ing. Many noints of great importance would arise and it was essential that the 
Union should have the best man available to deal with them. 

Mr. de Viaming for Holland expressed his general agreement with the Legal 
Adviser. He had also been impressed with the arguments put forward by Mr. 
Orr. He felt that Goodfellow and Orr should get together to see if they could 
not find a common basis for agreement. 

Captain Lamplugh agreed with this suggestion and proposed that while the 
matter of statistics was being dealt with, Goodfellow and Orr should retire to 
the next room with the draft letter and try to get a modified wording on which 
they could both agree. Before this was done, however, he wished to deal with 
the question of global limitation of liability. 


Global limitation 


A general discussion took place, in which views were expressed by Captain 
Lamplugh, Mr. Murray Stewart, Mr. Hagmann, Mr. de Walque, Mr. Juhlin Dann- 
felt and M. Gravelin. It was agreed that in answer to I. C. A. O.’s question, a 
letter should be written, recommending that the global limitation should be 
calculated on the basis of the all up weight of the aircraft as shown by its 
certificate of airworthiness, but without for the moment suggesting any figures 
or making any proposals as to how the limitation was to be applied. 
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Agreed that in answer to I. C. A. O.’s question a letter should be written 
recommending that the global limitation should be calculated on the basis of the 
all up weight of the aircraft as shown by its certificate of airworthiness, but 
without for the moment suggesting any figures or making any proposals as to 
how the limitation was to be applied. 

Commander Goodfellow and Mr. Orr then withdrew for discussion on the 
Warsaw Convention. 


Statistics 


The Chairman called on Mr. Hagmann to deal with this matter. 

Mr. Hagmann said that he would be brief since most of what he had to say 
was already contained in the memoranda and tables which had been circulated, 
The real question was whether the I. U. A. I. wished to continue with this 
work or not. The figures had now been simplified to a point at which they 
could be quite easily obtained and supplied by all members within a matter 
of three months after the end of each year, provided that members were able 
to contact the right man in the appropriate Government Department and in their 
repective National airlines. If the general feeling was that the figures were 
valueless, then the solution was simple. The statistical sub-committee could be 
wound up and the records filed. If, on the other hand, members felt that the 
figures had even a limited value and that the principle was right, then the 
Statistical Sub-Committee should continue its work and improve on it steadily 
in course of time. 

Captain Lamplugh said that he must apologise on behalf of his Company for its 
failure to supply figures. He felt that it was probably his own fault because 
he had always been slightly anti-statistical, and had felt that figures might be 
made to prove anything. He confessed that as the result of the I. U. A. I. 
discussions and also of discussions in Montreal with the I. C. A. O. statistician 
Wing Cdr. Lester, he was slowly becoming converted. Lester had assured him 
that although progress with the I. C. A. O. statistics was slow, they would be 
really valuable in the long run, and meanwhile he felt that the I. U. A. I. 
should continue with its work on this subject. 

Mr. Murray Stewart agreed, and explained that his Company’s difficulties 
were partly due to lack of staff and accommodation, and partly to difficulty in 
getting the figures out of the Ministry of Civil Aviation in the form required. 

Mr. de Viaming shared Captain Lamplugh’s doubts as to the value of statistical 
figures and agreed with the comparison drawn by Miss Bett in her Central Office 
Memorandum as between aviation and marine insurance in this respect. Avia- 
tion risks were changing so rapidly that even up to date figures for the past few 
years give no accurate guide for the writing of new business for the next few 
years, although they might provide an interesting guide as to where one had gone 
wrong in the past. In this connection, he stressed the importance of ascertain- 
ing the causes of accidents and near-misses, from which valuable lessons could 
be learnt for the future. The circulation of accident reports among members 
was of real value. Notwithstanding the doubts which he had expressed as to the 
present value of aviation statistics from an underwriting point of view, he felt 
that the position might well alter in this respect as time went on. Therefore 
the work which was now being done might ultimately prove to be of importance, 
and he felt that it ought to be continued. 

Dr. de Mori agreed in general with Mr. de Vlaming’s views. Analyses of the 
causes of accidents were the most important while accurate records and statis- 
tics of claims settlements were also of great importance. He emphasized the 
fact that not too much reliance should be placed on statistics compiled by the 
Airline Companies which tended to show up their operations in the most favour- 
able light possible. So far as the Consorzio was concerned, it was quite possible 
to supply the figures required by Mr. Hagmann and they would be glad to con- 
tinue their co-operation. 

M. Graveline was in favour of continuing the work of the statistical sub- 
committee, but emphasized the importance of the figures being given by all mem- 
bers. It was not fair for some members to go to the trouble and expense of 
giving the figures while others did not do so. His Company suffered from the 
same difficulties as those mentioned by Mr. Murray Stewart, but they had never- 
theless managed to send in their figures and were quite prepared to continue 
to do so. 

Mr. Juhlin Dannfelt agreed generally with Lamplugh and de Viaming. Statis- 
tics were not of immediate underwriting value, but their value would tend to 
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increase in the future and the Northern Pool was quite prepared to go to the 
expense and trouble involved in supplying the figures at present required. 

M. de Walque felt that while statistics might not be of much interest to large 
and well established concerns such as the B. A. I. C. in London, they were of very 
considerable interest and value to smaller Companies such as his own, and he 
was in favour of continuing the work. 

Captain Lamplugh again expressed his apologies at the failure of the B. A. I. C. 
to send in its figures and undertook that in spite of all difficulties, this would 
be done in future if the work was to continue. 

Mr. Hagmann reverted to the point as to causes of accident. It seemed to him 
that an accurate appreciation of this point was most important. For example, 
in a letter from Al Smith of the U. 8. A. I. 'G. it was stated that on their domestic 
air lines, the majortiy of accidents occurred in full flight and not on landings, 
whereas in Goodfellow’s memorandum, which was based on the official figures 
published by the American C. A. B., the opposite conclusion was drawn. From 
his report and from the quoted figures, it would seem that about two-thirds of 
all the accidents arose during take offs and landings and only one-third while 
in flight. He quoted this as an example in support of the point made by de 
Viaming and de Mori. 

This led him to another point which was the desirability of exchanging in- 
formation, not about rates, but about underwriting methods. He suggested that 
a small underwriting sub-committee, perhaps M. Gravelin and M. de Walque, 
might be appointed to whom members could send details of their existing under- 
writing methods and of any changes which might be adopted from time to time. 
A summary of this could then be prepared and circulated to members. A similar 
practice was in force in the Marine Union and had been found very useful. 

Captain Lamplugh agreed and suggested that Mr. R. H. Jennens, his deputy, 
should be added to the sub-committee. 

A general discussion followed from which it was clear that members were in 
favour of continuing the work of the statistical sub-committee on its present lines 
and in favour of continuing the circulation of reports and analyses of accidents, 
but that there was a division of opinion as to the practicability of circulating 
reports on underwriting methods. No formal resolution was put to the meeting, 
but it was agreed that Messrs. Gravelin, de Walque and Jennens should be 
appointed to serve on an underwriting committee. 


Spanish Pool’s application for membership 

Captain Lamplugh reported that M. Gravelin had not been able to obtain the 
necessary information from his Paris Office. 

It was agreed that the Central Office should write to the Spanish Pool, asking 
for further details which would then be discussed with the French and Swiss 
members, and that meanwhile the application of the Spanish Pool should be 
deferred. 

AGREED THAT the Central Office should write to the Spanish Pool, asking 
for further details which would then be discussed with the French and Swiss 


members, and that meanwhile the application of the Spanish Pool should be 
deferred. 


Accounts 


The audited accounts had been circulated and the Chairman pointed out that 
for the past year expenditure had exceeded income by a substantial amount. 

Commander Goodfellow asked permission to make an observation on the 
figure of £948.16.1d. for legal expenses which was by far the biggest item in the 
accounts. The figure was rather misleading because considerably less than one 
half the total was in respect of legal costs, the balance being attributable to 
traveling and living expenses while attending meetings abroad on behalf of the 
I. U. A. I. During the year he had spent 57 days away from his office attending 
internaitonal conferences on behalf of the I. U. A. I. for which his firm had 
charged only half the scale fees, having regard to the limited resources of the 
I. U. A. I. He felt that in fairness to Beaumont & Son he ought to make this 
statement as the form in which the accounts was drawn up was rather misleading 
on this point. 

Mr. Juhlin Dannfelt queried the other figure for traveling expenses and 
Captain Lamplugh explained that his was in respect of Miss Bett’s honorarium 
and traveling expenses for attending meetings. He also reported that the appli- 
cation to the Associated for payment of arrears of subscriptions had not pro- 
duced any response and that as the Associated was being wound up he suggested 
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that this amount should be written off as a bad debt. This was agreed to and 
the accounts were approved and adopted. 
Resolved that the accounts be formally approved and adopted. 


The question of permanent secretary and location of the Central Office 


Captain Lamplugh explained that the B. A. I. C. both in London and in Mon- 
treal, was prepared to do everything possible to help, subject to the limitations 
as to space and staff. As regards Montreal, the B. A. I. C. had taken an office 
in the new Aviation Building and through Miss Lambart members could get any 
desired contacts with the headquarters of I. C. A. O. and I. A. T. A. there. He 
would ask members in turn to express their views. 

Mr. Hagmann on behalf of the Swiss representatives, said that they had given 
both these matters very careful consideration. In their view the time was. not 
yet ripe for the appointment of a full-time paid secretary. The Union was very 
grateful to the B. A. I. C. and to Captain Lamplugh and Miss Bett for all their 
voluntary work in this conection and hoped that they would be prepared to con- 
tinue it. The Swiss also felt that the Central Office should remain in London 
and should not change round with the President. London was one of the two 
great centres of aviation insurance and was the most central place for members 
as a whole, and it was therefore appropriate that it should be the home of the 
Central Office. 

Mr. Orr said that the U. 8. A. I. G. concurred entirely with the views expressed 
by Mr. Hagmann. 

Mr. de Walque, Mr. Juhlin Dannfelt, M. Gravelin, Dr. de Mori and My. de 
Viaming all expressed similar views, coupled with their appreciation of the work 
now done by the Central Office. 

Captain Lamplugh returned thanks and it was agreed that there should be no 
change. 

Resolved that there should be no change in the location or constitution of the 
Central Office. 


Future of the I. U.A.I. 


The Chairman said that the points to be considered were—‘‘Are we getting 
enough out of the I. U. A. I. for our subscriptions? Can we get more out of it? 
Is there anything that can be done in the Central Office or outside it that will 
give better value and strengthen the I. U. A. I. and give it a broader future?” 

He hoped that members would keep these points constantly in mind and would 
not hesitate to send suggestions to the Central Office. As a practical contribution 
from the B. A. I. C. he hoped that within a year any member of the I. U. A. I. 
visiting Montreal would be able to make use of the B. A. I. C.’s new office facilities 
there, and have direct contact with any department of the I. C. A. O. or I. A. T. A. 
The I. U. A. I. was now officially recognised by both bodies and the contacts 
already established were proving of value in promoting a better understanding. 
A good deal had already been achieved, but he did not pretend to feel completely 
satisfied. 

Commander Goodfellow suggested that there were several points in the Central 
Office memorandum prepared by Miss Bett which were worth consideration. One 
was the suggestion that for the purpose of standardisation, the blue covered 
memorandum forms as used by the U. S. A. I. G. might be produced by the 
Central Office and blank copies circulated to all members for use. 

Mr. Orr supported this suggestion. The Central Office had the most accurate 
and up to date information as to the persons and addresses to which these 
memoranda should be sent aud their production in the Central Office would avoid 
mistakes such as were made by the U. S. A. I. G. in this connection. He empha- 
sised again the importance attached by Dave Beebe to personal contacts in the 
Union and to the exchange of helpful communications, not only between member 
Companies, but also between individual members and their staffs. He personally 
would be only too glad to do anything he could to help from his angle. 

Agreed that the cover sheets for intermember memoranda should be prepared 
by the Central Office and supplies should be sent to all members in due course. 

Mr. Goodfellow quoted the comments in the Central Office memorandum on the 
U.S. A. I. G.’s memorandum No. 3 as follows: 

“The precis of developments which have taken place in the aviation insurance 
markets in the United States in recent years is extremely interesting. It is 
much on the lines of the reports which were presented by all members at the first 
postwar meeting in Lausanne which were valuable in giving all members a grasp 
of the developments which had occurred in other countries. It is suggested that 
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annual reports on these lines could, with general benefit, be presented at future 
meetings of the I. U. A. I.” 

The Chairman supported this proposal which was also supported by other 
members, but queries were raised as to whether it should be done through the 
Central Office, or whether each member should get out its own report and send 
it out individually to each other member-with a copy to the Central Office. It 
was suggested that the latter scheme might be better as members would then 
have time to study and consider the individual reports, whereas if they were 
all presented at the annual meeting, there would be too much documentation and 
not enough time for study. 

It was agreed that all members should prepare and circulate to other members 
an annual report on developments in their own market, sending a copy to the 
Central Office for filing. The reports should preferably be sent to members dur- 
ing the month preceding the general meeting, giving time for study prior to the 
meeting. 

Agreed that all members should prepare and circulate to other members an 
annual report on developments in their own market, sending a copy to the 
Central Office for filing. The reports should preferably be sent to members dur- 
ing the month preceding the general meeting, giving time for study prior to the 
meeting. 

Mr. de Vlaming wanted to be clear as to the procedure in the case of direct 
exchange of ietters and memoranda between members. Was a copy of every 
letter or memorandum aud of the reply thereto to be sent to the Central Office 
or not? 

It was agreed that this should be left to the discretion of members. Where the 
correspondence was of interest only to the two members concerned, there was no 
necessity to send copies to the Central Office, but where it dealt with matters 
which were of general interest to all members, it should either be sent to all 
members (with a copy to the Central Office) or sent to the Central Office so that 
it could be circulated to all members. In such cases the original letter or memo- 
randum should indicate which course was being adopted. 

Further agreed that this should be left to the discretion of members. 
Where the correspondence was of interest only to the two members concerned, 
there was no necessity to send copies to the Central Office, but where it dealt 
with matters which were of general interest to all members, it should either be 
sent to all members (with a copy to the Central Office) or sent to the Central 
Office so that it could be circulated to all members. In such cases, the original 
letter or memorandum should indicate which course was being adopted. 

At this point the meeting adjourned for lunch and was resumed at 2: 45 p. m. 


Legal matters, revision of the Warsaw Convention, etc. 


The Chairman reported that Goodfellow and George Orr had managed to 
reach agreement and asked them to report. 

Commander Goodfellow opened by saying that he hoped the solution reached 
would also have the support of Mr. Crowe on behalf of Lloyds Aviation Under- 
writers Association as there were really three viewpoints to be reconciled and 
expressed. 

Referring to the draft letter from the I. U. A. I. to the I. C. A. O. Legal 
Committee, he explained that there had been no change in the first paragraph 
on which there was no difference of opinion. In the second paragraph the 
third line had been altered to read that the revision of the Convention “is 
desirable in order to clarify certain points, but that it should only be under- 
taken at a time and subject to all due safeguards * * * etc.” This alteration 
was put in to meet the misgivings of American Underwriters and the rest of 
the paragraph remained unchanged. 

The first two sentences of the third paragraph remained unaltered, but the 
third sentence was altered to read :—‘“making all allowances therefore for the 
sincerity of those who would like to see the limits increased to meet the few 
instances of isolated high settlements and verdicts in cases of proven negli- 
gence * * *” This was to meet Mr. Orr’s point that these isolated instances of 
high damages are quoted in a misleading way by some of the I. C. A. O. 
lawyers and Government officials as an argument for increasing the limits. 
There were one or two unimportant drafting amendments to the rest of this 
paragraph and then an extra sentence was added as follows:—‘“In this con- 
nection, however, the Union believes that unlimited liability under the existing 
Article 25 should be eliminated or that “dol” should be defined in such terms 
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as to eliminate claims arising from the failure to differentiate between a wilful 
and malicious act as distinct from negligence.” This was inserted to meet 
the American viewpoint that Article 25 as at present drawn was the real 
“nigger in the woodpile” of the Convention. 

Mr. Orr was a little doubtful as to whether the last sentence was not too 
specific, but was prepared to accept it if Commander Goodfellow was satisfied. 

M. Gravelin pointed out that lawyers had been trying for years to agree on 
a definition of “dol”, which was-an old Latin legal word, but had not yet 
succeeded. 

Commander Goodfellow agreed and said he would like to see the term ex- 
cluded altogether from the Convention. Failing this, however, the Convention 
must contain some definition which would prevent the term from being trans- 
lated as it had been for example in the Scandinavian countries as “gross negli- 
gence’, which was something completely different. 

Commander Goodfellow reported that as regards the Search and Rescue Con- 

vention, the doubts expressed by Mr. Orr as to the wisdom of suggesting an 
I. C. A. O. fund and a levy on aircraft operators had been met by deleting 
this suggestion. On the question of global limitation, the words “and the limits 
should not exceed * * * per kilo’ had been deleted and the words “possibly 
with a top and bottom limit in the case of very large and very small air- 
craft” had been substituted. This met the point raised that no definite figure 
should be suggested at this stage. 
- Mr. Orr confirmed his approval of the changes, but thought that it was a 
little misleading to refer to them as having been made to meet the American 
viewpoint. Actually the changes represented a mutual viewpoint except on 
the one point as to whether or not revision of the Convention was desirable. 
On this point he had given way, and had accepted the middle ground of agree- 
ing to the sentence being retained provided that it was clarified by the use of 
the words “at a time and subject to all due safeguards”. This allowed the 
majority view to be expressed as regards the desirability of revision, but did 
not commit American Underwriters in favour of any hasty amendment or 
revision. Another point on which he had given way was in connection with 
Article 25. The American viewpoint was that unlimited liability for “dol” 
should be definitely eliminated, but he had agreed to accept a satisfactory 
definition of “dol’’ as an alternative. That explained the very few compro- 
mises which it had been necessary to make and he was quite satisfied with the 
letter as now drawn. 

All other members expressed their agreement and Mr. Crowe on behalf of 
Lloyds Aviation Underwriters expressed their agreement in general principle. 

The Chairman congratulated Orr and Goodfellow on having been able to 
reach agreement, and it was resolved that the letter should be typed out im- 
mediately and sent off over the President’s signature, a copy to be sent to 
all members by the Central Office in due course. 


Subscriptions 


The Chairman said that even with the greatest economy, the estimated budget 
for the current year was between £900 and £1,000 as compared with the sub- 
scription income of only about £600, which indicated that a 50% increase of the 
present subscription, from £50. to £75 per member, is required. 

Dr. Hasler, Mr. Orr, Mr. Juhlin Dannfelt, M. Gravelin and My. de Vilaming all 
expressed agreement. 

Mr. de Walque said that his Company was quite willing to pay £75 but that 
if the expenses of the Union continued to increase, he felt that subscriptions 
ought perhaps to be graduated according to the premium income of each mem- 
ber. 

Captain Lamplugh agreed in principle with Mr. de Walque’s suggestion, but 
thought that this might give rise to difficulties so far as the U. S. A. I. G. were 
concerned. 

Mr. Crowe thought that members might be interested to know that in his 
Association there was a minimum subscription rate plus a graduated rate based 
on premium income, but with a top limit. For example, the minimum sub- 
scription might be fixed at £50 plus a graduated rate but with a top limit of £100, 
so as to avoid the risk that one or two members might practically pay the totdl 
expenses of the Association. 

Mr. Orr said that he was not really qualified to speak on this point, but he 
thought that something on the lines suggested by Mr. Crowe would meet the 
special diffculties in connection with the U. 8. A. I. G. In any event, he was 
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quite certain that the U. 8. A. I. G. would want to do what was fair and right 
in the matter. 

It was unanimously agreed that the subscription rate should be increased 
from £50 to £75 for the current year. 

Agreed that the subscription rate should be increased from £50 to £75 for the 
current year. 


Election of President and Vice President 


The Chairman paid tribute to the work of the retiring President, Adrian 
Florman, and stressed tne fact that his successor would need to be someone 
with a practical experience of aviation insurance and someone who had ex- 
perience of the Union, who knew its history, its character, and its aims, and 
was imbued with its ideals. Taking these factors into consideration, and after 
discussion with other members, he had great pleasure in nominating Diego Hag- 
mann as President. He had been with the Union almost from the beginning. 
He had a thoroughly sound knowledge of the best insurance practice and prin- 
ciples, and he came from a good insurance stock in a country which has always 
been regarded as one of the best conducted countries in Europe. 

Mr. Murray Stewart seconded the proposal and also paid tribute to Mr. Hag- 
mann’s qualities. 

Mr. de Valming wished to make it clear that any opposition on his part was 
in no way personal, but was entirely a question of principle. He felt that al- 
though Mr. Hagmann had all the necessary personal qualifications, he lacked 
one essential qualification, which was that the President of the Union ought to 
come from one of the two great centres of aviation insurance, that is to say 
from London or New York. It was essential in his view that the Chairman 
should be in the centre of aviation insurance. The interest recently taken in 
the Union by Mr. Beebe and Mr. Orr had had a tonic effect and he personally 
would like to see the next President come from New York. Failing that, he 
felt that Captain Lamplugh should be asked to take it on for one year in the 
hope that at the end of that period the Americans would provide a candidate. 

Captain Lamplugh said that his name must be eliminated. He had had a 
very long period of presidency and it was time for someone else to take up the 
burden. 

Mr. Hagmann interposed to say that Mr. Beebe would be his personal first 
choice for the President and asked if he could be rung up and pressed to accept 
it. 

Mr. Orr stated that for health reasons Mr. Beebe must be ruled out for the 
time being at any rate. His own first choice would be to ask Captain Lamplugh 
to take it on for another year or two, but if Captain Lamplugh must be eliminated, 
then he would be very happy to support the nomination of Mr. Hagmann. 

Dr. de Mori agreed with the views of Mr. Orr. 

M. Gravelin also agreed and suggested that Captain Lamplugh should be elected 
as Vice President. 

Mr. Juhlin Dannfelt supported this proposal which was also supported by 
M. de Walque. 

Mr. de Vlaming said that he thought that the election of the new President 
ought to be on a unanimous vote. Having listened to the views expressed by 
the other members, he wished to withdraw his previous remarks and to join 
in a unanimous vote in favor of Mr. Hagmann, who was then unanimously 
elected as President with acclamation. 

Commander Goodfellow raised a point as to the Vice-Presidency. According 
to the Statutes, the retiring President automatically became vice president 
for the ensuing year, but as Adrian Florman was retiring altogether from insur- 
ance activities, he would probably not wish to be burdened with the responsibili- 
ties of the vice-presidency. On the other hand, the Statutes contained no express 
prohibition of having more than one vice-president, or of creating the post of 
Hon. Vice President. He suggested that the difficulty might be got over by 
appointing Lamplugh as Vice-President to carry the responsibilities of that 
position, and appointing Adrian Florman as Hon. Vice President for the current 
year, both in recognition of his past work for the Union and to enable him to 
attend the next meeting of the Union and to give the benefit of his wise counsel 
and guidance. 

After some discussion as to the legal position this proposal was unanimously 
approved and My. de Vlaming formally moved the appointment of Captain 
Lamplugh as Vice President and of Captain Adrian Florman as Honorary Vice 
President for the ensuing year. 
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The proposal was carried unanimously with acclamation. 

Agreed that Mr. Hagmann be elected as President for the year 1949-1950, 
with Captain Lamplugh as Vice President and Captain Adrian Florman as 
Honorary Vice President. 


Place and date of the nezt meeting 


The Chairman asked for suggestions. 

My. de Viaming said that the Dutch Pool wished to invite the Union to hold 
its next meeting in Holland, which had never yet had the pleasure of entertaining 
the Union, but he was in some difficulty. 

One was that his colleague, Mr. Caviet, was ill and it was not yet known how 
soon he would recover or what effect his illness might have on the structure of 
the Dutch Pool. The second was that he himself might have to pay a fairly 
prolonged visit to Dutch Indonesia next year, and that if the meeting were to 
be held in Holland it would be his wish to be there to welcome members in 
person. He would like therefore to suggest Holland for next year’s meeting if 
it could be arranged that there was a reserve country available in case by any 
chance the Dutch invitation had to be postponed. 

The Chairman agreed that a reserve country would be necessary. The time 
for I. U. A. I. meeting might have to be fixed by reference to I. C. A. O. or 
I. A. T. A. meetings and it might not be practicable to alter it to fit in with 
the date of de Viaming’s visit to Indonesia. 

Mr. Hagmann said that if by any chance the Dutch invitation had to be 
postponed, Switzerland would be very glad to act as hosts. 

It was unanimously agreed that the invitation of the Dutch Pool be accepted, 
or failing that, the invitation of the Swiss members. [Applause.] 

Agreed that the invitation of the Dutch Pool be accepted, or failing that, the 
invitation of the Swiss members. 


Any other business 


Captain Lamplugh expressed the appreciation of all members for the co- 
operation given by Mr. Orr and asked him to take back to Mr. David Beebe 
the good wishes and appreciation of all the members. 

Mr. Orr expressed his appreciation and his enjoyment of his visit and promised 
to take back the message. 

Mr. Hagmann asked that in view of his responsibilities as President, he might 
be allowed to nominate another representative to replace him on the Statistical 
Sub-Committee for the forthcoming year if necessary. 

This was unanimously agreed. 

Mr. Crowe expressed his appreciation of having been allowed to attend the 
last two meetings of the I. U. A. I. In the natural course of events a new Chair- 
man of the Association would succeed him next year, but from what he could 
see of the way things were going, he was satisfied that the co-operation between 
his Association and the Union would grow with the years, and he was personally 
very happy to have been in at the birth of the fruitful co-operation which was to 
come between Lloyds and the Union. [Applause. ] 

Mr. Juhlin Dannfelt moved a vote of thanks to Captain Lamplugh for his 
conduct in the chair and for the tact and skillfulness with which he had con- 
ducted the meeting. 

The motion was adopted with acclamation. 

The meeting terminated at 3: 45 p. m. 


INTERNATIONAL UNION OF AVIATION INSURERS—MEETING HELD IN ZURICH 
10TH-11TH May 1950. 
Present 


Belgium : Compagnie Belge d’Assurances Aviation—M. A. de Walque. 

Czechoslovakia: First Bohemian Reinsurance Bank—Dr. J. Potocek. 

Egypt: Society Misr d’Assurances—Ahmed Enan Bey. 

France: Association Generale des Societies d’Assurances contre les Accidents 
Droit Commun—M. Vaulon, M. Gravelin, M. Duchez, M. Porte; 2 delegates, 2 
observers. 

Great Britain: Aviation & General Insurance Co., Ltd.—Mr. L. Murray- 
Stewart; Aviation Insurance Offices Association—Mr. J. Sanders, Mr. G. E. Clair; 
The British Aviation Insurance Co., Ltd.—Capt. A. G. Lamplugh, Mr. L. R. 
Johnson. 
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Italy: Consorzio Italiano di Assicurazioni Aeronautiche—Dott. B. de Mori. 

Scandinavia: Den Nordiska Poolen for Luftfardforsakring. 

Denmark: Dansk Pool for Luftfartforsikring—Mr. August Jensen. 

Finland: Finsk Flygforsakringspool—Mr. V. F’. Nygren. 

Norway: Norsk Flyforsikringspool—Mr. Per M. Hansson. 

Sweden: Svenska Flygforsakringspoolen—Mr. C. Juhlin-Dannfelt, Mr. Ake 
Hammarlund. 

Switzerland: Accident & Casualty Insurance Company of Winterthur—Dr. 
G. Hasler; Swiss Re—Dr. V von Castelberg; Zurich General Accident & Lia- 
bility Insurance Co., Ltd.—Mr. D. Hagmann (in the chair), Dr. E, Liechti. 

Observer: Mr. P. Pratt, Lioyd’s Aviation Underwriters Association. 

In attendance: Comdr. A. Goodfellow, legal adviser; Miss M. G. Bett, central 
office ; Dr. Vogel, Winterthur ; Dr. Degen, Swiss Re. 

1. Opening speech 

The meeting opened at 10:15 a. m. on Wednesday fhe 10th May with the 
President, Mr. Diego Hagmann in the Chair. 

Mr. Hagmann opened the meeting by expressing the thanks of the I. U. A. I. 
to the Swiss Re-Insurance Company for the use of their fine board room and 
premises for the meeting. When the question had been discussed as to whether 
the meeting should be held in Zurich or Lucerne it was the offer of the Swiss 
Re to make their board room available for the meeting which turned the scales 
in favour of Zurich and he felt sure that all members would appreciate the 
excellent accommodiation provided. [Applause.] He also thanked the Swiss Re 
for making available the services of Dr. Belser to deal with the organisation of 
the administration of the meeting and of the social functions. Unfortunately, 
after making all the preliminary arraugements, Dr. Belser had met with a serious 
motor car accident and was unable to be present at the meeting, but his place 
had been ably taken by Dr. Ochsenbein and the credit for all the arrangements 
must go to these two gentlemen. [Applause.] 


2. Welcome of delegates 


The President then welcomed individual delegates who we'e attending the 
meeting for the first time, namely Dr. Potocek of Czechoslovakia, Mr. Enan of 
Egypt, Dr. Nygren of Finland, Mr. Sanders and Mr. Clair of the Aviation Insur- 
ance Offices Association of London, Mr. Pratt of Lloyd Aviation Underwriters 
Association, and Mr. Johnson of the British Aviation Insurance Company. He 
likewise welcomed Dr. Von Castelberg and Dr. Degen of the Swiss Re, Dr. Vogel 
of the Winterthur, and Dr. Liechti of the Zurich. 


8. Minutes of last meeting 


The President then asked the permission of the Meeting to sign as correct 
the Minutes of the last General Meeting which had been circulated to all mem- 
bers. This was unanimously approved. 

Minutes of the previous meeting approved and signed. 


4. Apologies for absence 


The President then dealt with apologies for absence. Dealing first with the 
U. 8. A. I. G. the President formally reported the sad news of the death of Mr. 
David C. Beebe, and at his suggestion the delegates rose for a few moments to 
stand in silence in honour of his memory. 

The President then read a letter of apology for absence from Mr. Reed M. 
Chambers, the new President of the U. S. A. I. G., and said that he would deal 
with the suggestion as to the alteration of the date of the annual general meet- 
ings at a later stage in the agenda. He also read a personal letter from Mr. 
George Orr of the U. S. A. I. G. expressing his inability to attend and his greet- 
ings to members, and paid tribute to the excellent impression created by Mr. Orr 
during his attendance at the previous meeting. 

He then read a letter from Mr. Adrian Florman, who at the last moment had 
been prevented from attending the meeting, together with letters from Mr. de 
Vlaming and Mr. Caviet regretting their inability to attend owing to the urgent 
negotiations in connection with the Dutch East Indies. 


5. President’s report 


The President opened his report for the year 1949-50 by saying that the Cen- 
tral Office had been so efficient in the circulation of information that it would 
not be necessary for him to add very much. 
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Dealing first with Lloyd’s Aviation Underwriters Association he said that 
they had not yet able to accept the invitation to become members of the Union, 
although their promise of co-operation had been confirmed and was evidenced 
by the presence at the meeting of Mr. Pratt, who had succeeded Mr. Crowe as 
Chairman of the Association. 

No further action had been taken as regards the Spanish application for mem- 
bership as it was understood that a representative Spanish Aviation Pool was in 
course of formation, and seemed better to await developments in this respect. 

On the international side co-operation with I. C. A. O., and to a lesser extent 
with the I. A. T. A., had formed the principal work of the Union. It had been 
hoped that the Union might be able to save the expense of sending a representa- 
tive to the I. C. A. O. meeting at Taormina, and that the I. A. T. A. delegate 
might be able to represent the views of both bodies. Unfortunately, however, 
these views proved to be at variance on certain points in connection with the 
Rome Convention, and at the last moment it had been necessary for Mr. Good- 
fellow to fly out to Taormina. At the Montreal meeting of I. C. A. O. the 
B. A. I. C. had very kindly made the services of Miss Lambart available to act 
as observer, so that no expense in this connection had fallen on the funds of 
the Union. Captain Lamplugh had alsao very kindly represented the Union at 
the I. A. T. A. meeting at the Hague without any charge to the Union funds, while 
Mr. Goodfellow had had conferences and correspondence with the Legal Com- 
mittee and the Secretary General of I. A. T. A. on many subjects of mutual 
interest. 

On this question of co-operation with other international organisations there 
were two schools of thought. One held that it was for Governments to impose 
liabilities and for Underwriters to provide the insurance and to write the 
risk without seeking to influence the Governments one way or the other. 
There was a second school of thought which held that the practical and 
international experience of aviation insurers should be placed at the disposal 
of the Governments lawyers and experts in order to avoid the risk that liabilities 
of an uninsurable nature might be imposed. Here was a definite difference 
of opinion, and a similar difference might be found in the Rome Convention, 
where there was the American school of thought which considered that third 
party liability should be subjective (that is to say subject to proof of negli- 
gence) whereas most European lawyers held that it should be objective (at- 
taching to the aircraft itself without proof of negligence). It seemed to 
him that the I. U. A. I. should move rather cautiously in such matters and 
should try to avoid getting itself too deeply embroiled in matters of legal 
principle which might lead to divergences of opinion within the Union itself. 
He felt that officially the I. U. A. I. should restrict its intervention to matters 
directly and materially affecting Underwriters’ interests but that, of course, 
would not prevent individual members from giving advice to their National 
representatives in I. C. A. O. or similar international bodies. 

During the year some progress had been made in the compilation and analysis 
of statistics, though he had to admit that the statistics which had been hoped 
for from I. C. A. O. were still not forthcoming. Many members of the Union, 
however, had now provided the statistics requested, and these were embodied 
in the statistical sheet which had been circulated. He himself still believed 
that the inclusion of the item “statistics” in the agenda of the meeting would 
be useful for many years to come. 

He offered special thanks to the Underwriting Subcommittee (Messrs. Grave- 
lin, Jennens and de Walque) for their report, which had been circulated to 
members, and which he hoped would give rise to interesting discussions during 
the meeting. 

In accordance with the decision taken at the last meeting folders for the 
circularisation of information among members had been prepared and des- 
patched, but the form had given rise to some criticism and this matter would 
be discussed seperately on the agenda. 

In conclusion he would like to mention a very interesting article on the 
I. U. A. I. which had appeared in the Students’ Section of the Post Magazine, 
a leading British insurance paper, copies of which were available for members 
at the meeting. He understood that this article had been compiled by Miss 
Bett of the Central Office and he extended to her the thanks of the meeting 
for the very able way in which it had been done. [Applause.] 
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6. Formation of a European Aviation Insurance Pool 


The President read a letter from Mr. de Vlaming withdrawing his proposals 
in this respect. 
It was therefore agreed to delete the item from the agenda. 


7. Application for membership 


The President reported with pleasure that a number of new applications 
had been received during the year. 

The first was the application of the Aviation Insurance Offices Association 
of London. Members would remember that this matter had been discussed 
unofficially at the last meeting and he had taken the liberty of inviting Mr. 
Sanders and Mr. Clair to the meeting as observers. He asked whether members 
wished them to withdraw while their application for membership was being 
discussed, but no-one desired this. The application was then discussed and 
the President asked for a ruling from the Legal Adviser as to whether the 
Association was eligible for membership under the Regulations. 

Mr. Goodfellow said that in his view they were eligible for membership 
under Article 5 (c) provided that there was a two-thirds majority in favour. 
The President then asked members to vote and the Association was unanimously 
accepted as a member. 

The Aviation Insurance Offices Association of London was elected to member- 
ship of the Union. 

Mr. Sanders on behalf of the A. I. O. A. expressed his appreciation of the 
honour conferred on the Association, and hoped that their contribution would 
be of value to the work of the Union. He also expressed the hope that the 
lead given by the Association on the Companies’ side might influence their good 
friends Lloyds Aviation Underwriters Association to come eventually into full 
partnership in the Union. 

Mr. Goodfellow raised the question as to voting power. The rules provided 
that a member elected under Article 5 (c) should have one vote unless other- 
wise agreed, but he thought that both the Aviation and General and the 
B. A. I. C. were founder members with four votes each, which made up the 
total of eight votes which might be exercised by any one country. 

The President pointed out that the Aviation and General was not a founder 
member and had only one vote and that the difficulty therefore did not arise. 

It was decided that the A. I. O. A. should have one vote. 

(Note.—At a later stage in the proceedings the point was raised on behalf 
of the A. I. O. A. that although they made no objection at the moment to the 
allocation of a single vote to the Association they would like to reserve the 
right to raise the question of voting power again if necessary at a subsequent 
meeting, as it might be the case that individual Companies who were members 
of the Association would themselves make application for membership of the 
I. U. A. I. The President agreed that in such case the question could be 
reopened). 

The next application was from the New India. The proposal was supported 
by the B. A. I. C. and the President asked Captain Lamplugh to speak in its 
support. 

Captain Lamplugh explained that the New India had an authorised capital 
of 600 Laks of Rupees and a paid up capital of 71 Laks of Rupees with a 
reserve fund of 10 Laks. It was really part of the Tata Group and was an 
offshoot of that organisation. It was a thoroughly well conducted Company 
and was the largest of the Indian Commercial Insurance Companies. Its 
interests in aviation insurance were substantial, and he considered it in every 
way fit to become a member of the I. U. A. I. 

Dr. Von Castelberg supported Captain Lamplugh’s proposal and said that 
the Swiss Re had many dealings with the New India and was personally 
acquainted with Mr. Schroff, their Chairman, and Mr. Shah, their General 
Manager, for both of which gentlemen they had a high regard. 
eae eet put the matter to the vote and the New India was unanimously 
elected. 

The New India was elected to membership of the Union. 

The next application was from the Sterling General’ Insurance Company, 
also of India, and here again the President asked Captain Lamplugh to speak 
to the proposal. 

Captain Lamplugh explained that the Sterling General was a much smaller 
Company than the New India and was to some extent in competition with it, 
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but the competition was perfectly clean and fair. In 1947 they underwrote 
aviation business to the extent of 6 Laks of Rupees and in 1948 to the extent 
of 7 Laks. At the suggestion of the President he had written to Mr. Shah of 
the New India to ascertain their attitude towards the application and after 
some correspondence Mr. Shah had said that no objection would be raised 
by his Company. 

Mr. Hansson said that as a matter of principle, and leaving aside entirely 
the name of the particular Company concerned, he felt that applications for 
membership should be circulated among members before the meeting to give 
them sufficient time to make their own enquiries. His Company had consider- 
able dealings with India and his impression was that although there were 
some 60 or 70 Insurance Companies operating in India only four or five of 
them were really in the top rank. He was not objecting to the election of 
the Sterling General on this or any other ground, because he had no personal 
knowledge about the Company in question, but what he did feel was that in 
no case should a Company be proposed or accepted for membership without 
first giving members the opportunity to make their own enquiries and to form 
their own judgment. 

The President thanked Mr. Hansson for his remarks, which he thought were 
entirely sound in principle, and a general discussion followed in which the 
President, Mr. Hansson, Captain Lamplugh, Mr. Gravelin, Mr. de Walque and 
Mr. Goodfellow took part. 

It was agreed that all applications for membership should be circulated 
to members as long as possible prior to the meeting and that members who had 
any objections to raise should submit them in writing to the central office on 
the understanding that such communications should be strictly confidential 
to the central office and the President. It was further decided that the appli- 
cation of the Sterling General should be deferred for a period of three months. 
If at the end of that time no objections had been received the central office 
would notify the Sterling General of its election. If any objections were received 
the application would be deferred until the next meeting. 

The last application was from the Insurance Corporation of Ireland. 

The President said that members would remember that this application had 
been deferred from former meetings in the hope that the three Irish Companies 
interested in aviation insurance would form an Aviation Insurance Pool. This 
hope had not materialised and he asked Captain Lamplugh to report on the 
position. 

Captain Lamplugh explained that although for legal reasons it had been found 
impossible to form a Pool an arrangement had been made whereby the Insurance 
Corporation of Ireland, as the leading Company, ceded a proportion of its business 
to the other two Companies, which amounted in effect to the same thing. The 
Insurance Corporation of Ireland was a Company of high standing, and although 
its aviation business was comparatively small, amounting to something like 
£20,000 a year, he considered it a suitable Company for membership. On the 
other hand, he thought that it would be unfair to make one rule for the Sterling 
General and another for the Insurance Corporation of Ireland, and he therefore 
suggested that the application should be dealt with on the same basis, namely that 
it should be deferred for three months to give time for any objections to be 
locge | with the Central Office. 

This was supported by other members and agreed to. 

Agreed that the annlication of the Insurance Corporation of Ireland for mem- 
bership should be deferre’ for three months on the same basis as the application 
of the Sterling and General. 

Mr. Goodfellow raised the question as to the voting nowers of the new members, 
which would vary according to whether they were Companies or Pools. 

Tt was decided that as all the anvlicants were Companies (with the excention 
of the A. I. O. A. which was entitled to one vote under Article 5c), the New India 
would be entitled to one vote and the Sterling and General and Insurance Cor- 
poretion of Treland to one vote each if and when elected. 

The President said that he wished to raise unofficially the question of the 
membership of the Deutscher Luftpool which was at present in suspense. The 
Deutscher Luftpool had now been revived although its aviation activities were 
limited to personal accident insurance. Unofficial approaches had been made 
as to whether an application for readmission to the Union would be favourably 
considered. He did not propose to throw the matter open to general debate, but 
would ask members to consider the point during the period of the meeting and to 
let him have their individual views privately before leaving Zurich. 
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Mr. Gravelin pointed out that neither the Dutch Pool nor the U. S. A. I. G. 
were represented at the meeting and thought it important that their views should 
also be obtained. 

It was agreed that Mr. de Walque should approach the Dutch Pool and that 
Captain Lamplugh should approach the U. 8S. A. I. G. and should communicate 
their views on the matter to the President. 


8. Legal matters 


The President called upon Mr. Goodfellow to make his report. 

Mr. Goodfellow pointed out that as regards the Rome Convention he had 
already made three long reports which had been circulated to members together 
with the draft of a letter which it was proposed that the President should write 
to I. C. A. O, on the subject if approved by the Meeting. The French delegation 
had just laid on the table another long and interesting report which he had 
not yet had time to study, and he suggested therefore that the subject of the 
Rome Convention should be defered until the following day so as to give members 
and himself a chance to study the documentation. The President agreed to this 
proposal. 

Mr. Goodfellow then explained that there were three draft Conventions cur- 
rently under discussion by I. C. A. O. Firstly, there was the revised Rome 
Convention, which was due for signature at the Montreal meeting next month. 
He had personally discussed this matter with Dr. Warner, the President of 
I. C. A. O., during his recent visit to London, and had expressed the view that 
the revised Convention was not yet ready for signature and would not be ratified 
to any greater extent than the existing Convention if it was signed in its present 
form. He thought that Dr. Warner was inclined to agree and that signature 
of the revised Convention would be deferred. 

The other two Conventions on the agenda for Montreal were the Collision 
Convention and the revised Warsaw Convention, on both of which he had circu- 
lated reports to members. In his view the proposed Collision Convention was 
premature and there were serious objections to the suggestion that liability (in- 
cluding third party and passenger liability) should be apportioned in the ratio 
of the degree of blame attached to each aircraft. This proposal followed marine 
practice, but whereas in marine collisions there were usually survivors and eye 
witnesses whose testimony was available, it was comparatively rare in aviation 
collisions that there were any survivors, or any competent eye witnesses whose 
testimony could be relied upon to try and apportion the blame. He felt therefore 
that it would be better to let the loss lay where it fell unless the operator of one 
aircraft could prove that the other aircraft was entirely to blame, in which case 
he should have a right of recourse. The question of liability for third party 
damage could quite easily be dealt with by a clause in the revised Rome Conven- 
tion, in which case he felt that there was no necessity, for the present at any 
rate, to have a separate Convention to deal with aerial collisions. 

As regards the Warsaw Convention the views of the I. U. A. I. had already been 
very fully expressed to I. C. A. O., and by reason of his association with Major 
Beaumont, who was the Chairman of the Warsaw Convention sub-committee 
and responsible for the new draft, he had been able to get many of the Union’s 
proposals inserted in the new draft, which was now a very much better docu- 
ment than the original Convention. Perhaps the most objectionable feature 
from the insurance angle was that although the suggestion for increasing the 
limits of liability in case of death had been omitted from the latest draft, there 
was still a proposal for an increase in the case of injuries resulting in permanent 
disablement. This was not in itself a very serious matter, but the danger was 
that any proposals for an alteration of the limits would open the whole subject 
for debate, and might ultimately result either in increases of the other limits, or 
in the new Convention being less widely ratified than the old one. It was also 
a matter for regret that liability for delay of passengers had been retained in 
the new draft, although the liability was on a much reduced scale. Generally 
speaking, however, the new Convention was a great improvement on the old one, 
and with all due caution, having regard to the views of the American Insurance 
Interests, he felt that the I. U. A. I. should support it. 

The Salvage and Assistance Conventions, on which the French delegation had 
also submitted comments, were not on the agenda of the Montreal meeting of 
I. C. A. O. and he did not therefore propose to discuss them at this stage. 

His notes on interesting legal decisions during the year had been circulated in 
document L. C. 9/1. In this respect the Union was fortunately placed because 
notes of all such decisions were forwarded to Beaumont & Son so that they 
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could be included from time to time in the revised editions of the standard work 
“Shawcross and Beaumont on Air Law”. As precaution, however, he had also 
forwarded his notes to Mr. George Orr of the U. S. A. I. G. and their legal ad- 
viser, Mr. Don Havens, for any corrections and amendments. Both these gentle- 
men had approved the notes, although Mr. Havens took the view that the deci- 
sion in the case of Ulen v. A. C. A. was not quite so damaging to the interests 
of aircraft operators and their insurers as the notes suggested. 

Since the Ulen case there had been the Shannon case in which the Jury in one 
of the actions had disagreed on the issue of wilful misconduct and which had, 
he understood, resulted in settlements out of Court in a number of the other 
cases at figures considerably in excess of the Convention limits. 

Fortunately, however, so far as European Insurers were concerned at any 
rate, there was good news to report in connection with the Sabena/Gander 
claims in Brussels, where the decision of the Court had just been announced. 
This was a particularly interesting case because in addition to the usual claim of 
wilful misconduct under Article 25 there was also a claim under Article 34, 
based on the argument that the flight in question was one of a series made with a 
view to the establishment of a regular air service, and was not therefore gov- 
erned by the Convention. The Court had decided that wilful misconduct had 
not been established as the cause of the accident, and that the flight did not con- 
stitute an experimental flight within the meaning of Article 34. It had further 
decided that even if Article 34 had applied the claimants would still have been 
bound by the conditions of carriage. Last but not least it had decided that al- 
though under Belgian law there was such a thing as “faute grave equivalente au 
dol” the fault in question must be of such gravity as to be almost indistinguish- 
able from dol or wilful misconduct. 

Other proceedings under Article 25 in respect of an accident in the Belgian 
Congo were also outstanding, and were being contested. If the new draft of the 
Warsaw Convention was ultimately accepted he felt that most of these actions 
under Article 25, many of which were of a semi-blackmailing nature, would be 
avoided, but until this happened he hoped that Underwriters in their own inter- 
ests would take a firm line and would contest all actions under Article 25 unless 
it was clear that the accident was attributable to wilful misconduct or dol in the 
usually accepted sense of this term. 

On the subject of co-operation with I. A. T. A. there has been much useful work 
done during the year through correspondence and discussions with individual 
members of the Legal and Insurance Committees. He had been strongly pressed 
to attend the May conference in Madrid, but for reasons of economy and in view 
of the financial situation of the I. U. A. I. he had felt compelled to decline. He 
had, however, written a long letter to the Secretary of the Legal Committee on 
various items in the agenda, a copy of which had been circulated to members 
(L.C/8.) for information and guidance. 

On the general question of co-operation with other international bodies he felt 
that co-operation with the Legal Committee of I. C. A. O. had been less fruitful 
than might have been hoped. Attendance at these meetings involved a consider- 
able expenditure of time, and he had the feeling that the Government lawyers 
and experts did not take too kindly to intervention by the observers from outside 
bodies, especially those of the I. A. T. A. and the I. U. A. I., whom they considered 
as having axes to grind. It would be a pity to drop co-operation entirely, 
especially as the I. U. A. I. had now been recognised as the official body repre- 
senting aviation insurance interests, but he felt that on grounds of economy the 
co-operation might be limited as far as possible to the presentation of the Union’s 
views in writing, leaving actual attendance at the meetings to occasions on which 
some matter of vital underwriting importances was involved, and on which it 
was not practicable to rely on the I. A. T. A. observer to represent the joint 
interests of both bodies. 

Co-operation with the I. A. T. A. was another matter. Their Committees were 
mainly composed of men dealing with the practical aspect of aviation and the 
members of the I. A. T. A. were among the most important clients of the aviation 
insurance community. He had found the I. A. T. A. committees very ready to 
welcome practical suggestions, and thought that Captain Lamplugh could confirm 
that relations between the insurance interests and the Air Line Companies have 
been improved to a marked extent by the co-operation which had been developed 
over the past two years. He was therefore strongly in favour of continuing and 
extending this co-operation, and for this reason he thought it would be wise, 
when considering the budget, to allow approximately the same figure for expendi- 
ture under the heading of “Co-operation with other International Bodies’. 
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The President thanked Mr. Goodfellow for his exhaustive report and called on 
members for their comments. 

Captain Lamplugh agreed with the observations made by Mr. Goodfellow and 
confirmed that co-operation with I. A. T. A. was proving to be of great importance. 

Mr. Juhlin Dannfelt for the Northern Pool said that on the whole they were in 
agreement with all the views presented by Mr. Goodfellow though they might 
have some observations to raise on the Rome Convention at a later stage. On 
the subject of co-operation with I. C. A. O. and I. A. T. A. there had formerly 
been some doubt among the members of the Northern Pool as to the usefulness of 
attending all these meetings, and as to how far I. C. A. O. was influenced by the 
views put forward. Latterly, however, they had come to the decision that such 
co-operation did serve a useful purpose, and they felt that it should be continued. 
He hoped that Mr. Goodfellow’s services could continue to be available for this 

urpose. 
" Dr. de Mori said that he entirely agreed with Mr. Goodfellow’s views. 

Mr. Murray Stewart said that he associated himself with the remarks of 
Captain Lamplugh and Mr. Juhlin Dannfelt. He thought that co-operation with 
the I. A. T. A. was especially important. 

Mr. de Walque said that he had nothing further to add except that he wished 
to say how much they appreciated Mr. Goodfellow’s work, and that he hoped 
that it would continue. 

Dr. Potocek and Ahmed Pnan Bey concurred. 

Mr. Sanders raised a query as to the Collision Convention. He asked Mr. 
Goodfellow whether it was not desirable to have a uniform international rule as 
regards rights of recourse, and also on the subject of compulsory insurance. 

Mr. Goodfellow replied that under the existing laws of most civilised countries 
an operator would have a right of recourse against the other operator on proof of 
negligence, while in the case of the U. K. the Contributory Negligence Act 
would apply. It was quite true that such right of recourse might be ineffective 
if the other operator was not insured, but many countries did in practice impose 
compulsory insurance of third party liability, while even in countries which did 
not impose this rule it was the exception for an aircraft operator not to take out 
insurance against third party liability. 

Mr. Pratt said that on behalf of Lloyds Aviation Underwriters Association he 
agreed in principle with all that had been said by Mr. Goodfellow and Captain 
Lamplugh. 

M. Gravelin said that he thought that co-operation with other international 
bodies should be continued, as without such co-operation they were liable to 
impose liabilities which were not readily insurable. 

Dr. Hasler agreed, but stressed the importance of individual members main- 
taining close contact with their own National representatives on I. C. A. O. 

The debate was wound up by the President suggesting that Mr. Goodfellow 
should draft a resolution on the subject of co-operation with other international 
bodies for the approval of the meeting. This was agreed. (See Annexe No. 1.) 


9.I.A.T. A. meeting at the Hague 


At the request of the President Captain Lamplugh reported on his attendance 
at this meeting. 

Captain Lamplugh said that it had been impossible for him to convene a 
formal meeting to discuss insurance matters but he had had many discussions 
with the representatives of the various Air Line Companies on the subject. He 
had found a tendency on their part to complain that insurance premiums had been 
increased, which was very understandable because most of them were operating 
at a loss and in many cases the amount paid by way of insurance premiums might 
have turned the loss into a profit. He felt, however, that he had been able to 
convince most of them that in fact their insurance premiums had not been 
increased in proportion to the exposure to risk, since the utilisation of their 
aircraft had in most cases doubled or trebled owing to improved ground and 
navigational aids and maintenance facilities. Some of them, of course, were 
self insured, and it had been interesting to note how their experience varied. In 
the case, for example of the South African Air Lines, which had run uninsured 
since its inception, there was an almost perfect record of safety, although so 
far as he could see their standards of maintenance and the conditions under 
which they operated were no different from those of any other Company. Swiss- 
air, who had been insured throughout, had an equally fine record, and his sym- 
pathies went out to the Swiss Pool in endeavouring to maintain their rates. He 
had found some dissatisfaction with policy conditions, but felt that this was 
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mainly due to the failure of the management to study their policy conditions and 
to take up the points concerned with their brokers. Most of them seemed to 
prefer insurance on a mileage basis, but he had pointed out that this involved 
rather complicated returns which frequently did not reach insurers until four or 
five months after the mileage had been completed. Taking everything into 
account he felt that the discussions had been useful and that aircraft operators 
were beginning to realise that their insurers desired to be co-operative and 
helpful. 

The President thanked Captain Lamplugh for his report and for his repre- 
sentation of the Union at the Hague and the meeting adjourned for lunch at 
12 p. m. 

MEETING RESUMED AT 3:15 P. M. 
10. Statistics 


The President said that he and his Swiss colleagues would be prepared to con- 
tinue the work, but he wished to emphasise that while they were quite willing 
to collate statistics when provided, they did not wish to have to collect them, 
since the sending out of constant reminders was more troublesome than dealing 
with the statistics themselves. He felt that agreement should be reached as to 
the date on which the various members should furnish their statistics without 
having to be reminded about them. He had received, and included in the 
Report, all the figures for 1948 with the exception of those of Czechoslovakia 
which had just been handed to him. The statistics for 1949 had so far only come 
in from Belgium, Italy, U. K., Switzerland, Czechoslovakia and France, and 
there was not much point in collating these statistics until the others had come 
in. He suggested that the 1949 figures of all the countries should be sent in 
at least before the end of 1950 and wondered whether for 1950 the other countries 
concerned could imitate the example of those mentioned and send in their figures 
during the first few months of 1951. As things stood at the moment the statistics 
were between one and two years old by the time they were collated, which 
obviously diminished their usefulness. 

Meanwhile, there was a proposal from Dr. de Mori in the form of a Memo- 
randum to the Statistical Subcommittee on which he would like Mr. de Mori to 
speak. 

Dr. de Mori said that during the last meeting many members pointed out the 
usefulness of collecting statistical data determining the causes of accidents, and 
in this connection the President had pointed out the discrepancy between the 
data supplied by the U. 8. A. IL. G., according to which most disasters occurred 
in flight, whereas the American C. A. B. statistics implied that at least two- 
thirds of the disasters took place during landing or take off. Many of such sta- 
tistics were compiled by people with a limited or inadequate knowledge, but 
generally speaking statistics prepared by insurers in this respect were com- 
pletely reliable, and although limited to insured aircraft only, they were therefore 
of considerable value in ascertaining the influence of the progress of aviation 
technique on the various causes of accident. For example the Consorzio Italiano 
has been able to establish that the increase in the number of engines had greatly 
reduced accidents attributable to forced landings, while the increase of wing 
loading (in spite of the use of flaps and brakes) had increased accidents during 
normal landings. If, however, such statistics were to be of real value they must 
be collected by the I. U. A. I. on a uniform basis. 

Dr. de Mori presented the Schedules used by the Consorzio in this connection, 
and suggested that if these Schedules were adopted by all members of the Union 
for the rendering of reports to the Statistical Subcommittee, they would serve 
a really useful purpose. 

The President thanked Dr. de Mori for his report and thought it should be 
made clear that the statistics proposed by the Consorzio were something quite 
different from the Government statistics which he had been discussing and were 
really in the nature of a claims analysis. He was prepared to support the Italian 
proposal, but felt that the statistical subcommittee should not be burdened with 
work which dealt with the claims side rather than the underwriting side, and 
that any such reports should be sent to the Central Office rather than to the 
Statistical Subcommittee. 

Mr. Juhlin Dannfelt felt that the matter was still in the experimental stage. 

Ahmed Enan Bey felt that the statistics suggested by the Consorzio would be 
very useful if risks were rated separately for flight risks, landing risks, and 
ground risks, but as an underwriter he felt that as risks were not rated on this 
basis the proposed statistics would not serve any useful purpose. 











vO- 
ta- 
ut 


re 
on 
no 


tly 


ist 


THE INSURANCE INDUSTRY 515 


Mr. Goodfellow enquired whether, if the Italian proposal were adopted, it 
would take the place of the analysis which he at present prepared on the basis of 
the ©. A. B. statistics, and which had been circulated to members under refer- 
ence LC/7/1. The C. A. B. statistics went into the causes of accidents in even 
greater detail than the Consorzio, and although they were limited to American 
accidents, it must be remembered that the U. S. A. was responsible for over 
50% of the world’s civil aviation, and that the figures for 1949 covered the 
investigation of 4,000 flying accidents. He did not agree with the suggestion that 
these statistics were of no value to Underwriters. There were two sides to the 
business of insurance, one was the rating of the risk and the collection of the 
premiums, the other—and perhaps less pleasant side—was the assessing and 
payment of claims. Unless accurate data were available in connection with the 
latter side, it was impossible to deal accurately with the purely underwriting 
side of the business. 

Mr. Clair thought it would be much more helpful if any statistics gave the 
exposure to risk, as without these they were apt to be misleading. 

The President pointed out that the Government figures did give some indica- 
tion of the exposure to risk, though he agreed that this applied only to the 
regular air lines. It seemed that what was needed was a combination of the 
Government statistics and the statistics relating to the causes of accident. 

Mr. Murray Stewart said that so far as his Company was concerned they did 
not break their claims down on the lines suggested by the Consorzio, and would 
not be able to do it without taking on extra staff. 

Mr. Juhlin Dannfelt did not feel able to say whether or not the Northern 
Pool would be able to compile the claims statistics suggested by de Mori, 
although he was in agreement with the idea in principle. The Northern Pool 
was in favour of continuing the work of the Statistical Department and took the 
view that although it might not be immediately useful it definitely had a long 
term value. 

Mr. Gravelin and Mr. de Walque said that they could provide statistics on the 
lines suggested by the Consorzio. 

Mr. Sanders thought that the Consorzio form might be simplified. At the 
moment it contained over a dozen sub-divisions, and he suggested that these 
might be reduced to five-collisions, fire, crash, ground risks, and miscellaneous— 
to start with, increasing the number later if it was found useful. 

Mr. Clair pointed out that some air lines were insured partly in one country 
and partly in another. In such cases who was going to make the return, as if 
both countries included the figures in their return the results would be misleading. 

The President said that it would be for the leader of the risk to include the 
figures in his return in each case. 

Mr. Hansson thought that a decision might be postponed and the question might 
be brought up again at the next meeting. It had been difficult enough to collate 
the limited underwriting statistics, and he thought that it would be wrong to 
pass a resolution at this stage on the claims statistics when members were 
obviously not unanimous, and some of them might find themselves faced with a 
task which they could not carry out. 

After further discussion it was agreed that members should go into the matter 
individually and that it should be raised again at the next meeting, and that 
meanwhile Mr. Goodfellow should continue his analysis of the C. A. B.’s statistics. 


11. Development in aviation insurance 


The President stated that the reports of individual countries had been circu- 
larised, or laid on the table, so far as received, but that several reports had not 
yet come to hand, including the U. K., Holland, Czechoslovakia, U. 8. A., and 
Egypt. He asked whether there were any comments on the reports which had 
been circulated. 

Mr. Goodfellow said that he would like to comment particularly on the Swiss 
report, which seemed to him to be outstandingly good, and might well serve as a 
model for other countries. 

The President thanked him and said that the report had been prepared by the 
Winterthur. 

M. Gravelin said that he would be particularly interested to read the report 
from the U. K. 

Captain Lamplugh apologised for the fact that it had not been submitted, and 
promised that it would be sent round. 
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Mr. Juhlin Dannfelt, Ahmed Enan Bey, Mr. Sanders and Mr. de Walque em- 
phasised the value of the reports and their interest to members, especially those 
in the smaller countries. 

Miss Bett suggested that it would be of value if the reports could be circulated 
one clear month before the annual general meeting so as to give members a 
chance to consider and compare them and to raise questions at the meeting. 

Agreed that the annual reports on development in aviation insurance should 
be circulated by each member one month prior to the date of the annual general 
meeting. 


12. Safety measures 


The President said that the Report in this connection arose from the practice 
of the International Marine Insurance Union where the Loss Prevention Recom- 
mendation Committee, of which Mr. Hansson was a member, made an annual 
report which had been highly commended in the Insurance Press. He had asked 
Captain Lamplugh to prepare and deliver a report in this connection. 

Captain Lamplugh said that-one of the most startling facts in air line opera- 
tion had been the discovery that the majority of aircraft had been over-main- 
tained. Aircraft maintenance schedules were laid down on a basis of flying 
or running hours, and it had been found in practice that many troubles arose 
from the pulling of pieces to bits and putting them together again before it was 
really necessary. This had been confirmed in discussions with the R. A. F. and 
the U. S. A. F. and it was now generally agreed that the time limit in respect 
of most maintenance overhauls could be extended considerably without the slight- 
est detriment to safety, and with a considerable saving in the cost of mainte- 
nance. 

The study of maintenance and repair costs was of very great importance to 
aviation underwriters, particularly in the light of modern development. A typi- 
cal example was the cost of air screws. Until quite recently air screw damage, 
which was a common item of claims, had not been a serious item, since quite 
badly damaged blades could be straightened and made serviceable at a reason- 
able cost. Now, however, the latest design of air screws have hollow steel blades, 
and this construction clearly limits the repairs which can be accomplished. In 
such cases only very slight scratches, dents, or scores can be put right, and any 
more serious damage, which might easily be caused by the impact of a stone 
when taxi-ing, entails the complete scrapping of the blade, because no repair is 
permissible. 

Modern requirements for high speed, high altitude aircraft also presented new 
problems. Not only was the pressurised fuselage a much more expensive job to 
repair than the old type, but the actual pressurization itself involved manu- 
facturers’ ground risks of a new type. The consequence of a failure under test 
at a pressure differential of perhaps 7 lbs per square inch could go far beyond 
local damage to the area of failure. Indeed, in a recent case of door failure 
under test, great havoc was caused to the interior furnishings, the steward’s 
seat being flung 100 yards, while the door itself caused damage to a nearby air- 
craft. Arising from this instance there would seem to be a case for the con- 
struction of jigs for the individual testing of such parts as doors and window 
frames so as to reduce the risk of failure when the completed aircraft is finally 
tested as a whole. 

There were obviously serious risks in connection with the possibility of a 
pressure break-down at high altitude, but Underwriters’ interests could to some 
extent be safeguarded by maintaining a careful watch over design and test 
work in the early stages, when undesirable features such as an outward opening 
door could be changed in favour of an inward opening door, shutting on to a 
wedge shaped frame, where internal pressure application merely tends to im- 
prove the seal. 

It was too early yet to form an accurate estimate in connection with the civil 
operation of gas turbine engines, but already unusual incidents had shown that 
new risks would arise. A typical example had occurred recently when such 
an engine was started in a testhouse where the air entry doors of the cell were 
inadvertently left in the closed position. The engine was soon starved of air 
and choked out, but not before large quantities of the sound-proof material from 
the walls of the testhouse had been sucked into the engine, causing considerable 
damage. 

There would seem to be no doubt that the best safeguard for the future is an 
intensive technical study of the various problems concerned. The importance of 
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a detailed investigation in each case cannot be too highly stressed, and in this 
connection it is imperative that not only serious disasters, but also minor inci- 
dents, should be studied, for it is often from “near misses” that really valuable 
information can be gained. 

The question was often asked as to why it is necessary for an Insurance 
Company to investigate accidents when there are procedures already in exist- 
ence for official investigation. It may be that underlying this question is the 
suspicion that the main purpose of the insurance investigator is to find some 
means whereby the claim can be repudiated. This was a most unfair accusation, 
for although insurers must take due note of serious irregularities, these were 
fortunately rare, and a good operator would have nothing to fear from a tech- 
nical insurance investigation. Regarding it from a purely commercial view- 
point, if an insurer can ascertain the cause of an accident, and thereby institute 
some action to prevent its occurrence, he was doing far more to reduce his long 
term risk than he would achieve by repudiation of the claim. In his view, one 
of the most important attributes of the aviation underwriter and of his staff 
was to be fully abreast at all times with modern technical development, and at 
no time in the history of aviation was this more important than the present. 

The President thanked Captain Lamplugh for his interesting report, and 
asked whether he had found that an insurance investigation was more effective 
than an official enquiry. 

Captain Lamplugh replied in the affirmative, and pointed out that the official 
government investigators, however capable, were of necessity limited in their 
experience to accidents in their own particular country. Insurers, on the other 
hand, were dealing with accidents all over the world, and had a far greater fund 
of experience to draw on than any Government investigator, however compe- 
tent and conscientious. 

Mr. Goodfellow raised two queries. 

The first was that according to the C. A. B. statistics for 1949 it was ‘still 
the position that 45 percent of all the fatal accidents investigated were attributed 
to loss of control following a loss of flying speed. The second point was that 
aerial collisions showed an increase, while it seemed to him that the visibility 
from the cockpit of the cabin of the modern airliner was getting steadily worse. 
Could nothing be done by the Union to improve this state of affairs? 

Captain Lamplugh said that he was in entire agreement on both points. 
There was no doubt that the question of controlability at or below stalling speed 
was still one of the most serious problems in aircraft design. On the question of 
cockpit visibility he was also in agreement, and the problem was still further 
heightened by bad air discipline. In his experience the Captain and First Officer 
were usually so busy in writing out reports during the progress of the flight 
that a proper lookout from the cockpit was the exception rather than the rule, 
while the prevailing habit of allowing smoking in the cockpit still further re- 
duced visibility. In his opinion smoking in the cockpit should be strictly 
prohibited. 

Dr. de Mori supported Captain Lamplugh’s views, and pointed out that Mr. 
Goodfellow’s proposition was in perfect accordance with his own proposition 
about the statistics of causes of accidents. 

The President suggested that members should give their opinion as to the 
action required. 

Mr. Hansson and Mr. Gravelin did not think that any immediate action was 
necessary. 

Mr. Sanders thought that the example of the International Union of Marine 
Insurers ought to be followed, and that a subcommittee ought to be formed to 
make recommendations and circularise them on the same lines. 

Mr. de Walque supported the idea in principle, but did not think that a sub- 
committee was necessary. 

Mr. Juhlin Dannfelt thought that the very interesting report by Captain 
Lamplugh should be fully recorded in the Minutes and that a sub-committee 
should be formed to go into the matter and to make recommendations. 

After further discussion it was agreed that a subcommittee should be formed, 
consisting of a representative of the London market and of the New York 
market together with Colonel Veron of Paris, and that they should meet in 
Europe in the autumn to consider the matter and to make recommendations to 
the next meeting. 
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13. Intermember memoranda 


The President pointed out that the Swiss delegation had tabled a memo- 
randum on this subject. Their suggestion was that the form distributed was 
unnecessarily complicated and would require reprinting each time there was a 
change in the membership, or even a change in the representatives of each mem- 
ber who were to receive memoranda. The view of the Swiss delegation was that 
all that was necessary was to print at the top of the memorandum the name 
of the sender, addressee, the reference number and the subject, and this would 
avoid all reprinting. 

General agreement was expressed by a number of members. 

Mr. Goodfellow raised the point that it would still be necessary for the Central 
Office to be posted with the names of the individuals to whom memoranda of 
general interest should be sent. These names were liable to change, and if the 
Swiss suggestion was adopted it would still be necessary for all members to keep 
the Central Office advised on this point so that the information could be circu- 
lated to members and their lists kept up to date. 

After further discussion it was agreed that the Swiss system should be 
adopted as soon as the present stock of covers had been used and that it would be 
the responsibility of each member to keep the Central Office advised of all 
changes in the list of individuals to whom the memoranda should be sent. 

Mr. Goodfellow asked permission to mention that the original Deed under 
which the Union was incorporated still required signature by the Czechoslovakian 
and Egyptian representatives, by the Swiss Re, and by the two new members 
elected at the meeting. He asked the representatives concerned to stay behind to 
execute the deed at the conclusion of the session. 

This deed was duly executed by the representatives concerned, except the New 
India (not represented at the meeting). 


14. Accounts 


The President called attention to the accounts which had been laid on the 
table and pointed out that during the past year the expenditure had exceeded the 
income and that but for the kindness of the B. A. I. C., the Union might have been 
faced with the necessity of arranging an overdraft. As usual the heaviest item 
in the accounts came under the heading of legal expenses, but actually this was 
rather misleading because the bulk of this item consisted of travelling expenses 
in attending meetings of other International bodies and of duplicating charges, 
postages, etc., which in his view ought to come under the heading of Central 
Office expenses rather than legal expenses. It was clear that the legal charges 
in themselves were quite moderate, but it was equally clear from Mr. Goodfellow’s 
statement that if co-operation with other International bodies, and especially 
I. A. T. A., was to be continued in the future, the total volume of expenditure was 
not likely to be reduced. It was obviously undesirable that the I. U. A. I. should 
run into debt, but on the other hand many of its smaller members would probably 
feel that they could not afford any appreciable increase in subscriptions. He had 
therefore prepared a table of increases based very roughly on the volume of avia- 
tion underwriting business of each country and the ability of each member to 
pay. This table provided for a total increase of 100% on the existing annual 
subscription of £75 per member per annum, and should prevent any risk of the 
Union overspending its income, and he hoped that in fact it would lead to the 
building up of an income reserve which would always be useful. He suggested 
that members should consider the table prepared and that the matter should be 
further discussed when the meeting was resumed on the following day. 

The meeting closed at 4: 30 p. m. 


MEETING RESUMED 10:15 A. M. MAY 11TH, 1950 


15. Revision of Rome Convention (continued) 


The President called on Mr. Goodfellow to deal with the question of the Rome 
Convention which had been left over for further consideration from the previous 
day. 

Mr. Goodfellow said that he had now had the opportunity of reading the very 
interesting memorandum submitted by the French delegation and had also seen 
a memorandum from the Northern Pool. It seemed to him that both memoranda 
were in broad agreement with the views expressed in the memorandum circulated 
by the Central Office. He did not therefore think that they need to be discussed 
in detail, but thought that it would be very useful if copies could be sent to Miss 
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Lambart in Montreal so that she could have the advantage of considering them 
prior to the I. C. A O. meeting. 

In consultation with the President and Vice President he had prepared a draft 
letter which, subject to approval by the meeting, would be despatched imme- 
diately by the President of the I. U. A. I. to I. C. A.O. It was important that an 
immediate decision on the point should be made as the letter would have to 
be despatched by air mail immediately after the conclusion of the meeting if it 
was to be circulated to members of the Legal Committee of the I. C. A. O. prior 
to the opening of their Meeting. 

Mr. Goodfellow then read the draft letter. (See Annexe No. 2.) He pointed 
out that this letter dealt only with the practical underwriting angle, namely, the 
very high limits proposed, and the absence of any sub-limits in respect of damage 
to property and injuries to persons. There were many points of draftsmanship 
on which the Convention required to be improved, but these had already been 
raised with I. C. A. O., and in his own view the probability was that the Conven- 
tion would not be signed at Montreal and that there would be an opportunity 
to raise the drafting points at a later stage. The most important thing at the 
moment was to concentrate on the question of the high limits of liability and the 
absence of any sub-limits, both of which would tend to increase the cost of 
insurance. 

The President said that he would like to add that he had attended a meeting 
of the London market, including Lloyd’s, on this subject. The proposed letter 
represented the views of Lloyd’s as well as the Companies. Both were agreed 
that it was quite impossible to forecast what effect the proposed increased limits 
would have on premium rates, and all that could be said was that there was 
bound to be some increase, which would depend on claims experience. The 
Minutes of the Legal Committee of I. C. A. O. showed that there was a tendency 
to feel that aviation insurers were trying to get low limits for their own benefit. 
It was important to try and bring home to I. C. A. O. that whatever limits might 
be imposed, the burden did not ultimately fall on the insurers, but on the air- 
craft operators and consequently on the public. Insurers were merely the inter- 
mediaries who spread the total burden of the risk, and the sooner I. C. A. O. was 
brought to realise this simple fact, the better. He approved the draft letter, 
but would like to suggest that the French memorandum should also be forwarded 
to the Legal Committee of I. C. A. O. 

Mr. Goodfellow had no objection to this but suggested that in such case the 
French text of the memorandum should be forwarded. This was agreed. 

Captain Lamplugh asked whether the Legal Committee of I. C. A. O. had given 
consideration to currency problems which might arise in connection with these 
liabilities. He cited the case of the recent collision between a D. C. 4. of Eastern 
Airlines and a Bolivian aircraft. Assuming that the Bolivian aircraft was 
insured and was held liable, how were the insurers going to face the problem of 
paying the extremely heavy damages in U. S. currency? 

Mr. Goodfellow said that this point had been mentioned two or three times 
in the course of the debates of the Legal Committee, but nobody seemed very 
anxious to face up to the practical side of the problem. 

The President said that he felt it was not a problem on which the I. U. A. I. 
could take any action at the moment. He felt that it was one which would have 
to be faced in each case as and when it arose. 

He then asked whether there were any other comments on Mr. Goodfellow’s 
remarks about the Rome Convention, or on the proposed draft letter to I. C. A. O. 

It was agreed that the draft letter on the revision of the Rome Convention 
should be despatched by the President forthwith. (See Annexe 2.) 


16. Co-operation with other international bodies (continued) 

Mr. Goodfellow read the text of the draft resolution which he had prepared 
at the President's request. (See Annexe No. 1.) 

The resolution was unanimously approved. 


17. Accounts and subscriptions (continued) 


The President asked whether there were any queries to be raised on the 
audited accounts for the past year which had been laid on the table the previous 
day. No queries were raised. 

The accounts for 1949-50 were duly approved. 

The President then returned to the question of the proposed supplementary 
subscription to meet additional expenses. He thought that even if the extra 
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subscriptions exceeded somewhat the additional expenditure it would not mat- 
ter, as this would create a useful reserve for the future. 

Miss Bett interposed to point out that the position in connection with income 
tax would have to be watched in this connection. 

The President mentioned various suggested amendments made to him by indi- 
vidual members and a general discussion followed, in the course of which several 
minor adjustments of the proposed scale were agreed. 

Mr. Goodfellow then enquired as to whether the U. S. A. I. G. had intimated 
acceptance of its proposed share. It was not out of proportion to the size of 
the New York market, and was in fact smaller than the share of the London 
market, but the difficulty was that there was only one member from the U. §. A. 
and the U.S. A. I. G. might feel that it was being rather heavily burdened. 

The President said that he had not yet heard from them and that he would 
like to leave it to Captain Lamplugh to discuss the matter with the U. 8. A. I. G. 
during his forthcoming visit to New York. 

The list of supplementary subscriptions as amended in debate (see Annexe 
No.3) was approved. 


18. Report of the Underwriting Committee 


The President called on M. Gravelin, as the Chairman of the Underwriting 
Committee, to read his report. 

M. Gravelin said that he wished to thank all the members who had sent in 
notes for the Committee, and especially the Swiss Companies and Mr. Jennens of 
the B. A. I. C. The report was not really so much of a report as a series of notes 
on various underwriting points. He would like to ask Mr. Johnson to read 
it and then he would like the delegates to express their views round the table on 
the various points raised. 

Mr. Johnson then read the report (See Annexe No. 4.) He would particularly 
like the views of members on the subject of time policies. In pre-war years the 
practice of the Aviation Insurance Pools had always been to limit their policies 
to twelve months. This was because membership of the Pool was subject to 
annual renewal, but it also had the advantage of enabling Underwriters to 
follow accurately the fluctuations of the risk. Since the war the practice had 
grown up in the London market of issuing time policies up to as much as three 
years, but in the light of experience this practice was growing into disfavour 
and the normal period now was for twelve months, subject occasionally to 
extensions up to another six months. 

Dr. Hasler said that in Switzerland time insurances up to two or three years 
were quite common, but under Swiss law the insurer had the right to cancel a 
policy following a claim, so that they were in a very good position. 

M. Gravelin said that in France they had the same rule of law, but nevertheless 
French aviation insurers in practice limited their time policies to one year. 

Dr. Hasler said that he saw no reason for this, having regard to foreign com- 
petition. There was much foreign competition for the Swiss business and annual 
policies meant the risk of having to cut rates on each annual renewal. 

The President said that he thought the practice was bound to vary from one 
country to another. In some countries, especially where currency difficulties 
were likely to arise, it might be very unwise to issue a policy for more than a 
year, whereas in other countries, where the currency was well stabilised, there 
might be considerable advantages in doing so. 

Captain Lamplugh thought that no hard and fast rule could be laid down. 
Take for example the constructional risks in connection with the building of a 
very large aircraft such as the Brabazon. This might easily take two or three 
years to build, and the policy, which did not in such case include flight risks, 
must obviously cover the whole period. 

Mr. Sanders thought that aviation risks changed too rapidly for long term 
policies at the moment. On a three year policy on an air line, for example, it 
was quite possible that the fleet of aircraft operated and the routes flown over 
would have changed substantially during the period. 

Mr. Juhlin Dannfelt and M. de Walque both said that they never issued policies 
for more than twelve months. 

Dr. de Mori agreed with them and said that in Italy they were in any case 
limited to yearly policies because they were a Pool. He agreed with Captain 
Lamplugh, however, that constructional risks for large aircraft presented an 
exceptional case. 
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The President wound up the debate by saying that it was obvious that the 
Swiss practice was the exception rather than the rule, but it was equally obvious 
that it was a matter in which no fixed rule could be laid down. 

M. Gravelin then dealt with the matter of freight legal liability. This was 
a point raised in the report of the Underwriting Committee, and it had also been 
dealt with by Mr. Goodfellow in his notes on legal matters. The question of 
the acceptance of freight with a special declaration of value at delivery and the 
question of whether the valuation charges should be pro-rated or not, raised 
many difficulties from the insurance angle. 

The President said that this problem was not unique to aviation insurers, It 
applied also to marine insurers, and he would suggest that Mr. Goodfellow’s 
memorandum on the subject should be forwarded to Mr. Briner of the Marine 
Insurance Union for his views. 

It was agreed that a copy of Mr. Goodfellow’s memorandum on valuation 
charges should be forwarded to the Marine Insurance Union for comment. (See 
Annexe No. 5.) 

M. Gravelin then dealt with the item “Shortage of spare parts”. The Euro- 
pean Aviation Insurance market was faced with special problems in this connec- 
tion, because so many of the aircraft in operation were of American construction, 
and it was often difficult to find spare parts when a claim arose. 

M. de Walque thought that part of the difficulty arose from the practice of 
insuring aircraft on the basis of a valued list of component parts. In Belgium 
they were opposed to this practice which was liable to give rise to dis-satisfaction 
on the part of the Insured. 

The President thought that the question was linked up with the method of 
computing the premium. It could be computed on the market value of the air- 
craft as a whole, or its list price, or some system between these two extremes. 
He suggested that it would be interesting for members to send in to the Under- 
writing Committee a report on the practice adopted. 

M. Gravelin agreed. 

It was agreed that members would submit to the chairman of the Underwriting 
Committee a copy of their respective component parts clause. 

Mr. Pratt mentioned that the Technical Clauses Committee of Lloyds had 
recently produced a standard Component Parts Clause which had been approved 
by Lloyds Brokers Association and which would be circularised to all London 
Brokers in the near future with explanatory notes. 

The President said that although he could not officially ask Mr. Pratt to 
supply a copy of this clause, since Lloyds Aviation Underwriters Association 
was not a member of the Union, he would be most grateful if he would do so. 

Mr. Pratt agreed to send to M. Gravelin a copy of the Lloyds standard 
Component Parts Clause together with the explanatory notes. 

Mr. Johnson then raised the question of relinquishing subrogation rights and 
asked for the views of members on this matter. 

Mr. Goodfellow thought the problem went rather deeper than was suggested 
by the report of the Underwriting Committee. The mere relinquishing of 
subrogation rights as between one member of the I. A. T. A. and another did 
not raise very serious underwriting problems provided that it was done on a 
mutual basis. There was a practice, however, for many aircraft manufacturers 
and airport operators, especially in America, to seek not only to disclaim all 
liability, but to make their customers give a contractual indemnity against any 
third party claims which might arise from defects in the aircraft or in the air- 
port services as the case might be. This gave rise to a serious problem for 
passenger and third party liability insurers. Take, for example, the case of an 
air liner flying on an international route. Owing to engine trouble or other 
causes it was compelled to make a forced landing with the undercarriage re- 
tracted; owing to a weakness in the seat attachments these failed to withstand 
the shock with the result that passengers who would normally have survived 
were killed. A claim against the aircraft operator would be limited by the 
Warsaw Convention, but the defendants might elect to bring proceedings against 
the aircraft manufacturer so as to escape the limitation. If they succeeded the 
latter could claim indemnification from the aircraft operator under the terms 
of the contract of purchase. 

The President thought it was a question of the sellers market and the buyers 
market. So long as the aircraft manufacturers were in a sellers market they 
could more or less dictate terms and it might be difficult for the Purchaser to 
object. He did not see what could he dane ahant it except by drivine home to 
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aircraft operators that the signing of such clauses considerably increased their 
liabilities and must therefore involve higher premium rates. 

Mr. de Walque thought that a letter might be written by the I. U. A. I. to 
the I. A. T. A. asking them to draw the attention of all members to the matter. 

Mr. Goodfellow supported this and said that he felt that if all the members 
of the I. A. T. A. made a firm stand on this clause the manufacturers would 
‘ave to delete it. 

M. Gravelin agreed. 

It was agreed that a letter from the I. U. A. I. to I. A. T. A. asking them 
to draw to the attention of their members the risks involved in agreeing to 
indemnity clauses in the purchase of aircraft or the use of airports should be 
drafted by Mr. Goodfellow and despatched by the President. (See Annexe 
No. 6.) 

Mr. Johnson next raised the question of war risks. 

Dr. de Mori pointed out that in marine insurance the notice of cancellation 
was only three days. In his view the period of fourteen days allowed in avia- 
tion policies was too long. 

Mr. Sanders said that in the London market the Companies and Lloyds had 
reached agreement on a period of forty-eight hours notice. He personally be- 
lieved that war risks should be covered by a separate policy, but the practice 
in the London market was to cover it by special endorsement. One of the most 
serious problems was to decide whether civil war should be included in the war 
risk cover. It was not always easy to decide whether the wording of war risk 
endorsements included or excluded the risks of civil war, and in cases of doubt 
when ulderwriters had received a premium they usually expected to pay the 
claims. His own view was that war risk endorsements in aviation policies 
should be confined to what is known as the standard Marine War Risks clause, 
or something very similar to it. 

A general discussion followed in which Messrs. Gravelin, Juhlin Dannfelt, 
Captain Lamplugh, Dr. Hasler, Mr. Sanders and Dr. Liechti took part, from 
which it was obvious that there was considerable difference in practice, the 
Swiss delegates pointing out that at the moment the terms of their Pool agree- 
ment prevented the covering of war risks, but that if the standard period of 
cancellation was going to be forty-eight hours instead of fourteen days they 
might revise their views on this subject. 

It was agreed that members would write in to the Underwriting Committee 
with a copy of their standard war risks clause and the period of cancellation. 

Mr. Johnson then dealt with the notes on passenger legal liability. 

The President reminded members that this matter had been considered in 
connection with the proposal for an increase in the limits of liability under 
the Warsaw Convention. At that time the view had been expressed that for 
the proposed treble limits for passenger liability the premium ought to be in- 
creased by something like two and a half times, since liability under the Con- 
vention came very close to an automatic personal accident insurance. 

Mr. Goodfellow thought that this was going a little too far, since in most coun- 
tries it was accepted that the claimants must prove damage, although there 
were some lawyers, particularly on the European Continent, who held that 
payment of the limits was automatic. In his view this would make nonsense 
of the Convention, which applied a limit of 125,000 Gold Francs equally in cases 
of death or injury. It would mean that for a scratched finger the carrier would 
have to pay the same as for permanent total disablement, or for death, and 
he had never paid a claim made on this basis. 

In practice Warsaw Convention payments varied considerably owing to the 
different value of human life in different parts of the world. An average taken 
over several hundred claims in Europe showed a figure of between two-thirds 
and three-quarters of the Convention limits. In the U. 8. A. it was probably 
higher, perhaps three-fourths to seven-eighths of the limits. In certain parts 
of the world, where human life was not so highly valued, the average might well 
be as low as 50% of the limits. It was quite true that the carrier could very 
rarely escape liability by proving that the accident was unavoidable, and he 
thought that rates should be based on automatic P/A rates on a figure varying 
from 50% to 85% of the limits, based on claims experience over the routes and 
countries concerned. The risk of unlimited liability must also be faced, but 
in his view this should be dealt with by one or more separate over-lying policies 
covering liability in excess of the limits. 
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Dr. Hasler said that in Swissair they had an automatic personal accident 
cover, and when Swissair asked what would be the reduction in premium rates 
if this was replaced by a legal liability cover they had indicated a reduction of 
10% to 15%. 

The President asked for the views of other members on this point. 

Mr. de Walque thought that 20% was the right figure. 

Mr. Gravelin thought it should be 10%. 

Mr. Hansson mentioned a Norwegian disaster in which twenty-seven persons 
were killed. Subject to the question which had to be decided by the Court as 
to whether liability was to be assessed in terms of pre de-valuation currency or 
post de-valuation currency, it looked as though the average would work out at 
about 50% of Warsaw Convention limits. He thought that aviation insurers 
were doing themselves harm by talking about Warsaw Convention liability as 
being the equivalent of automatic personal accident insurance. It gave the 
idea to the travelling public that they were automatically insured up to Warsaw 
Convention limits, which, of course, was not true, because there might well be 
cases of death in which there were no dependents arid of injuries which did not 
justify the payment of the limits. When, however, passengers or dependents made 
their claims and found that they had got to prove damage they were naturally 
dis-satisfied. 

The President agreed with Mr. Hansson and said that it showed the import- 
ance of treating the debates of the I. U. A. I. as strictly confidential to members. 

M. de Wauque thought that the confusion arose from the fact that many Air 
Lines carried both automatic personal accident and legal liability cover. In 
such cases there were often newspaper reports to the effect that passengers or 
their dependents had been paid large sums immediately after a disaster and 
before the cause had been ascertained, which naturally gave rise to a false 
impression in the public mind. 

Captain Lamplugh agreed and thought that the trouble did not arise from 
statements by the insurers but from statements published by the Air Line 
Companies themselves who were naturally anxious to take the credit for the 
fact that they had insured their passengers, and in some cases indeed even 
included a statement to this effect in their published timetables and other 
documents. 

Mr. Goodfellow pointed out that no-one was suggesting that the two risks 
were identical. The matter came up for discussion purely on a rating point of 
view as to the comparison of the appropriate rates for Warsaw Convention 
liability as compared with personal accident insurance in the light of claims 
experience. 

Mr. Pratt agreed. 

Mr. Johnson next raised the question of policies issued on a profit sharing 
basis and the President asked for Captain Lamplugh’s views. 

Captain Lamplugh thought that it was a matter in which Underwriters had 
to study their clients. Aviation insurers were dealing with clients who in 
some respects came from a gambling community. The very nature of their 
business compelled them to take risks, and if insurance was to be sold to them 
at economic rates it was sometimes necessary to bear this point in mind in 
making one’s approach. One said in effect: “If you are as good as you think you 
are you can earn a profit commission or a no claim bonus on renewal of the 
policy”. Such an approach often appealed to the manufacturer or aircraft 
operator and made him take out insurance instead of deciding to remain unin- 
sured, or run to the Government for a subsidy or other protection. 

M. Gravelin pointed out that with insurance of a prototype it was not 
possible to give a no-claim bonus on renewal. 

Captain Lamplugh agreed, but pointed out that a protoype was normally 
followed by a production series, and that the no-claim bonus could be made 
payable on the insurance of these. 

Dr. de Mori said that in practice they had many systems and that in addition 
to profit sharing and no-claim bonuses they had clauses covering such matters 
as replacement value and reinstatement value. In some cases also they had 
a sliding scale under which the insured got an allowance if claims were below 
a certain figure, and paid a higher rate of premium if they exceeded that 
figure. 

Owing to the high percentage of risk, and the consequently high premiums, 
it was necessary to use systems of this sort in order to induce the insured 
to cover his risk adequately, and to pay a proper premium. 
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Mr. Johnson said that from a Memorandum received from America it would 
appear that aviation insurers over there were opposed in principle both to 
profit sharing and to a no-claims bonus. 

Mr. Sanders thought that a distinction should be drawn between the no-claims 
bonus and the profit commission. The no-claims bonus had its origin in motor 
car insurance and was introduced with the object of giving the insured a 
personal and financial interest in the object insured. This had little application 
to aviation insurance where aircraft were almost invariably insured subject 
to a substantial excess, and he felt that the system of no-claims bonuses should 
be abolished. Profit commission was not quite on the same basis, but it had 
practical disadvantages in connection with statistics and records and the sending 
out of renewal notices. His Association would be in favour of abolishing both 
systems if Lloyds would agree to adopt the same line. 

Mr. Pratt said that he was very glad that the Association was going to 
approach Lloyds in the matter, and that he personally took the same view 
as Mr. Sanders. He disagreed with the views put forward by Captain Lamp- 
lugh. The system of profit commission or no-claims bonus started in a small 
way before the war and was useful as a means of ensuring renewal of the 
policy, but it had now spread to a dangerous extent and had become almost 
a common practice. It must be borne in mind that aviation insurance was 
quite unlike any other form of insurance because the catastrophe ratio was 
so extremely high. As an individual underwriter, he knew perfectly well that 
out of several hundred risks on his books he would have to pay seven or eight 
total losses within the course of the year. If he was then called upon to pay 
a no-claim bonus or profit commission on the remaining risks, it made it almost 
impossible to show a profit. 

The President felt that it was not a matter of fundamental principle, but 
of underwriting judgment, which could only be decided in each case on the 
basis of underwriting results. He did not feel that it was a matter on which 
the Union could make a definite recommendation. 

M. Gravelin agreed, but thought it would be very interesting to collect 
the views of members on this practice as well as on the other points raised 
in the report of the Underwriting Committee. From a comparison of these 
views it might be possible for the Underwriting Committee to submit to the 
General Meeting certain definite recommendations about policy wordings and 
underwriting practices for consideration and discussion. 

M. de Walque agreed. 

The President said that he understood in this connection that the London 
market had prepared a standard form of aviation policy and asked whether 
this had been done by Lloyds, or by the A. I. O. A. 

Mr. Sanders said that Lloyds had already produced a standard aviation 
policy, and that his Association had formed a Committee for the same purpose. 
In due course he hoped it would be possible for Lloyds and the Companies to 
agree on one standard form of policy. Linking that with the remarks of M. 
Gravelin, he felt that it would be very advantageous to have a worldwide 
standard form as soon as possible because aviation was essentially an inter- 
national matter. 

The President pointed out that marine insurance was also an international 
matter and asked whether there was any standard international marine policy. 

Dr. Potocek said that there was a standard marine policy and many inter- 
national agreements dealing with marine insurance. In answer to a question 
from the President he said that these were not universally adopted, but had been 
very widely accepted. 

The President asked Mr. Sanders whether his Association would send a copy 
of their standard policy to the Underwriting Committee as soon as it was 
available. 

Mr. Sanders said that he would be very glad to do so, but pointed out that 
however desirable an international aviation policy might be they would have to 
consider the question as to whether the U. S. Aviation Underwriters would be 
able to accept it on account of their antitrust laws. 

The President agreed and said that it showed how unfortunate it was that the 
U. 8S. A. I. G. had been unable to be present at the meeting, a point to which he 
would return later. He then thanked once again M. Gravelin and the members 
of the Underwriting Committee for their work, and asked for the views of the 
meeting as to whether it was felt that the work of the Underwriting Committee 
should be continued along the lines suggested. 
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It was unanimously agreed that the unofficial committee appointed at Brussels 
should become an integral part of the union and should continue its work on 
the lines proposed by M. Gravelin. 

The President asked M. Gravelin whether he wished to make any changes or 
increases in the size or constitution of the Committee. 

It was agreed that there should be no changes in the underwriting committee 
and that M. Gravelin, M. de Walque and Mr. Jennens (or Mr. Johnson as al- 
ternate) should continue to serve. 

The President pointed out that when the replies to the Underwriting ques- 
tionnaire were circulated those of the British had not yet been received. They 
had been added in red ink to the copy now laid on the table, but it would be 
rather a big task to have them duplicated and circulated to all members afresh. 
He suggested that those members who wished to consider them in greater detail 
should inform him so that it could be arranged that the amended copy could be 
sent to those members in rotation, each member passing them on to the next 
member on the list, and the last returning it to the Central Office. 

Dr. de Mori, M. de Walque, Dr. Potocek and Dr. Hasler intimated that they 
would like to study the British replies, and it was agreed that they should be cir- 
culated to the members named in that order. 

The President asked whether any other members had underwriting points to 
raise. 

Mr. Hansson asked that the Underwriting Committee should consider and re- 
port on the question of the Replacement Clause. It was now widely adopted in 
the London market, but not in the Northern Pool, and this had given rise to 
certain difficulties. 

Mr. Goodfellow asked for a definition of the objects of the Underwriting Com- 
mittee. What they had done at the moment was to raise a series of points on 
which an interesting discussion had taken place. Was it the intention that they 
should continue to do this, or was it the ultimate intention that they should 
get out a series of recommended underwriting practices? He understood that the 
Marine Insurance Union also had an underwriting committee, and he would 
like to know their practice in this connection. 

M. Gravelin said that the Committee made recommendations only and that it 
was for the general meeting of members to decide. 

The President said that it was for the Underwriting Committee to collect 
data and information from members and then to consider it and draw their 
conclusions. For preference their conclusions and recommendations should be 
circulated to members some time prior to the ‘aeeting so as to give an oppor- 
tunity for consideration and to save unnecessary discussion at the General 
Meeting. It would then be for the General Meeting to decide whether it wished 
to lay down a recommended practice or not. In answer to a question from 
M. Gravelin he confirmed that the Underwriting Committee was not concerned 
with actual premium rates as distinct from rating practices. 


19. Dates and programs for General Meetings 


The President asked Captain Lamplugh to give his views on this subject. 

Captain Lamplugh said that in view of the growing size of the Union it was 
important to consider whether the Spring was the best time for the holding of 
the General Meeting. So far as American Underwriters were concerned (and this 
might well apply to other members at a distance from Europe) the most con- 
venient time would probably be the Autumn, when the General Meeting of the 
Marine Insurers Union took place, and when many renewals of reinsurance 
treaties were arranged. He felt also that the question of the cost of the General 
Meetings ought to be considered, and that they might be simplified, especially so 
far as the social side was concerned. In countries which had a big volume of 
aviation business, and perhaps several members of the Union, the cost of organis- 
ing the social side might not be too serious a burden, but it was to be remembered 
that it was the practice to hold the General Meeting in a different country each 
year, and this might involve an unduly heavy financial burden in certain cases. 
He also felt that the agenda itself might be simplified, and that more of the 
work should be undertaken by sub-committees during the course of the year. 
This would have the doubt advantage of lessening the time necessary for dis- 
cussion of the Agenda at the General Meeting, and keeping the activities of the 
Union going on steadily throughout the year. 

The President while agreeing that more work might be undertaken by the 
Underwriting and Technical Sub-Committees, and that interim reports might 
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be issued by them during the year, felt that it was doubtful whether the work 
of the General Meeting could be cut down to less than two days. 

On the social side, Captain Lamplugh had already raised the point with him 
before coming to Zurich, and he quite agreed that something ought to be done. 
So far as the Zurich meeting was concerned their plans were already far ad- 
vanced, and he had felt that no alteration should be made, but for future 
meetings he was in favour of simplification. He felt that it was important to 
continue the official banquet, and that this should be paid for by the hosts. 
He also felt that the opening cocktail party on the eve of the meeting, and 
the final excursion on the day after the meeting both served a useful purpose, 
but that the cost of these and any other social arrangements might well be 
paid for by the individual members attending the meeting. 

These social events would be organised by the hosts, but with the agenda 
of the meeting they could send round a circular letter giving details of the 
extra social events with the approximate cost per head, and members taking 
part in these events would pay for them before the end of the meeting. 

These were purely personal suggestions on his part, and had nothing to do 
with his official position as President, nor did they necessarily represent the 
views of the Swiss members. He proposed that the meeting should adjourn for 
lunch and continue the discussion afterwards. 

Mr. Hansson asked permission to raise one point before the adjournment. 
The question of the re-admission of the Deutscher Luftpool had been mentioned 
and the President had asked that individual views should be communicated to 
him personally. He thought that it might be of interest to members to know 
that the same question would be considered by the International Union of 
Marine Insurers at its meeting on May 23rd and that, without of course an- 
ticipating their decision, it seemed likely that the German Group would be 
re-admitted. The same point would come up before the Credit Insurance Associa- 
tion of which he happened to be President this year, and here again it seemed 
likely that the decision would be to re-admit the Germans as from 1951. He 
did not wish to influence the views of members in any way, but he felt that 
they might be interested to have the information. 

M. Gravelin said that the position was not quite the same since in Germany 
there was no real aviation insurance at the moment. 

Mr. Goodfellow said that on the information at present available it did not 
appear that the Deutscher Luftpool could qualify for re-admission under the 
terms of the Statutes and Internal Regulations. 

The President agreed that it was not a matter on which an immediate de- 
cision could be taken. 

The meeting adjourned for lunch at 12: 05 p. m. 

The meeting resumed at 3:15 p. m. on Thursday May 11, 1950. 

Mr. Goodfellow asked permission to raise a point in connection with repre- 
sentation at the meeting to which the President »¢reed He hed mentione’ the 
point at the last meeting and made no apology for raising it again. He some- 
times felt that Underwriters overlooked the fact that there were two sides 
to the business of aviation insurance. First of all you had got to capture your 
insured by offering him a reasonable policy and reasonable premium rates; 
then you had got to keep him by giving him good claims and technical services. 

Mr. Goodfellow then read his paper on this point. 

He went on to say that in his view the I. U. A. I. was exceptionally well 
served on the claims and technical side of the business. The B. A. I. C. 
had a technical services department with an expert knowledge of the technical 
side of claims while Mr. George Orr of the U. S. A. I. G. and Mr. Goodfellow 
himself had probably between them been concerned with the great majority of 
aviation insurance claims which had arisen over the past twenty years. The 
members of the I. U. A. I. therefore had available an exceptional fund of accu- 
mulated experience on which to draw in dealing both with the technical and 
the legal side of claims. He was not asking for an immediate resolution, but 
it seemed to him that it might be helpful if members brought along with them 
to the meeting their claims managers or legal advisers so that they could get 
together on the problem of services and claims in the same way that under- 
writers got together on the underwriting problems. Alternatively it might be 
desirable to set up a claims sub-committee which would deal with this aspect 
of aviation insurance and make their representations and recommendations to 
the General Meeting in the same way as the Underwriting Committee. There 
was a precedent for this both in I. C. A. O. and in I. A. T. A. where the sub- 
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committees met a few days before the General Meeting to deal with their own 
particular aspect of the problem and to submit their reports and recommenda- 
tions to the General Meeting. 

The President thanked Mr. Goodfellow for his paper and pointed out that 
each member had the right to appoint two delegates to the meeting together 
with observers with the President’s consent. Mr. Goodfellow had not asked 
for an immediate decision, and he suggested that the matter might be dealt 
with at the next meeting and considered by members meanwhile. 

The President then returned to the question of General Meetings, which had 
been adjourned from the morning discussion. 

M. Gravelin approved of the President’s suggestion for the reduction of costs 
to the hosts. 

Ahmed Enan Bey agreed. 

Dr. Potocek also agreed. 

M. de Walque agreed to the suggestion of reducing the cost to the hosts, but felt 
that it would be a mistake to cut down the period of the meeting. The meeting 
provided an opportunity for representatives of aviation insurers all over the world 
to get together and exchange views, and what was discussed outside the hours of 
the official meetings was often just as important as what was discussed in 
conference. 

Mr. Murray Stewart supported Mr. de Walque. He thought that the banquet 
and the cocktail party should be at the expense of the hosts, but that the cost of 
any other social events might be shared. 

Dr. de Mori agreed with the views put forward by the President. 

Mr. Juhlin Dannfelt supported the views of Mr. de Walque and Mr. Murray 
Stewart. The gathering before the meeting and the official banquet should be at 
the cost of the hosts, and the organisation of any other social events should be 
their responsibility, but on the basis that the cost would be shared. 

Dr. Hasler agreed with Mr. de Walque. In his view the cocktail party on the 
eve of the meeting, the official lunch on the first day of the meeting, the banquet 
and an excursion on the unofficial third day were all important to the success of 
the meeting. To his mind this was the important point, and the question of who 
paid the expenses was of secondary importance. 

Dr. von Castelberg supported Dr. Hasler. He felt that the cocktail party was 
of importance so that new members could be introduced to other members and 
get to know them before the meeting. For the banquet, this principal social 
event, nothing should be changed. As regards the excursion on the third day 
he felt that this should be optional, and that members might be invited to share 
the expense. 

The President said that this was not a matter on which a formal resolution 
need be taken. He felt that it would be sufficient if the discussion was reported 
more or less verbatim in the Minutes and that it was left to each host in succes- 
sion to deal with the matter according to his discretion. 


20. Election of President 


The President asked permission to vacate the Chair while this point was being 
discussed, and called upon Captain Lamplugh to speak. 

Captain Lamplugh said that as one who had borne the responsibilities of Presi- 
dent on numerous occasions, he felt that the question of the President of the 
Union was becoming one of increasing importance and responsibility. The activ- 
ities of the Union were broadening in all directions, not only technical and legal, 
but in some ways political also. It was therefore very important to choose the 
right man for President. He had taken it upon himself to make enquiries among 
the members, and he thought he was speaking for the majority if he asked Mr. 
Diego Hagmann to carry on with this onerous and responsible task for another 
year. 

Mr. Juhlin Dannfelt said that on behalf of the Northern Pool he would like 
most heartily to support Captain Lamplugh’s proposals. 

Captain Lamplugh asked if there were any other nominees. None were forth- 
coming and Mr. Diego Hagmann was reelected President for the ensuing year 
with acclamation. 

With unanimous approval Mr. Diego Hagmann was reelected president for the 
year 1950-1951. 

The President thanked the meeting and promised to do his best as President. 
He suggested that the election of the President should not lead to lengthy dis- 
cussions at meetings, and that any President should give notice of his wish to re- 
tire in reasonable time before the meeting. The Vice-President could then sound 
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members as to their wishes in connection with the next President. Speaking 
from personal experience, he did not feel that it would be desirable to change the 
President every year. The first year was necessary in order to acquire a knowl- 
edge of the work, while the second year should be easier. On the other hand, he 
did not believe that the same President should be retained over a long period of 
years, and he approved of the provision in the Statutes and Internal Regulations 
which provided that no President could serve for more than three years without 
a unanimous decision. In accordance with these principles he would like to give 
notice now that while he would be very glad to serve as President for the year 
1950-1951 he would like to retire from that position at the next meeting, and he 
would like to suggest that Captain Lamplugh as Vice-President in consultation 
with Dr. Hasler and Mr. Juhlin Dannfelt should meanwhile explore the wishes of 
members as to the next President. He felt that it was important that the Presi- 
dent-elect should have some warning in advance, since he was expected to make 
a speech in English at the banquet, which was not always easy to make extem- 
pore. [Applause.] 

The President then proposed that Captain Lamplugh should be reelected as 
Vice-President. 

The election of Captain Lamplugh as Vice-President was unanimously agreed. 
21. Date and place of next meeting 


The President read Mr. de Vlaming’s letter inviting members to hold their next 
meeting in Holland. 


It was agreed with applause that the next annual general meeting should be 
held in Holland. 

The President said that as to the date of the meeting it had been suggested 
that it would be easier for the Americans and other members to attend if the 
meeting were held in the Autumn. He read a list of the dates on which the 
general meetings had been held, and pointed out that a change to the Autumn 
would not involve any new departure from precedent. It was quite true that 
I. C. A. O. meetings were normally held in December/January and June/July, 
but in the majority of cases the views of the I. U. A. I. could be submitted in 
writing, so that this was not an insoluble bar to the holding of the I. U. A. I. 
meetings in the Autumn. He was not asking members to tie themselves down 
indefinitely, but merely to fix a date for the next Annual General Meeting. 

Mr. Juhlin Dannfelt said that he thought the convenience of the American 
delegates was an important point in favour of postponing the next meeting until 
Autumn, either September, October, or November. On the other hand, he thought 
that if the next annual general meeting was to be postponed for nearly eighteen 
months they should consider the possibility of having some arrangement to fill 
in the rather long gap between the meetings. 

Many points of importance might arise before the Autumn of next year, and 
he felt that some working party ought to be appointed to assist the President, 
Mr. Goodfellow, and the Central Office in dealing with these points in case imme- 
diate action was required. 

The Northern Pool was quite in favour of postponing the next General Meeting 
until the Autumn of 1951 provided that some steps along these lines could be 
taken. 

The President approved of this idea, which was also supported by Dr. de Mori, 
Mr. Murray Stewart, Dr. Potocek and Ahmed Enan Bey. 

Mr. Sanders pointed out that there were many insurance meetings in September 
and that it was important not to clash with them. 

Dr. Von Castelberg agreed with the idea of an Autumn meeting, but thought 
that October should be the latest month. 

The President said that the most important point to consider would be the 
date which was suitable to our Dutch hosts, and which would also be suitable to 
the American delegates. Mr. de Viaming had suggested the first week in Sep- 
tember, but he thought that would probably be too early for the Americans, and 
that the end of September or early October would probably be better. He would 
like to ask Captain Lamplugh to sound the U. 8. A. I. G. as to whether they 
could conveniently come over for a meeting between September 20th and October 
15th in which case he would suggest to Mr. de Viaming that the meeting should 
not be held at Noordwijk, but at the Hague, or some other suitable place for the 
time of year. 

It was agreed that Captain Lamplugh should approach the U. S. A. I. G. on 
this point and that thereafter the president would approach the Dutch pool. 
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22. Any other business 


The President said that arising out of the correspondence with I. A. T. A,, 
which had been circulated, he had prepared three questions in connection with 
currency difficulties on which he would like members to consult with their fiscal 
authorities, and to send the replies to the Central Office, who would in turn 
advise I. A. T. A. These questions had been agreed between Captain Lamplugh, 
Dr. Hasler and himself and were as follows: 

1. Has your Government issued any regulations prohibiting the issue of per- 
sonal accident insurance in other than your national currency? es 
2. If not, would you and Underwriters issue such. policies in other currencies 
(a) unconditionally (without respect to the money in which you get your pre- 
mium) or (b) only on condition that the premium is paid in the same foreign 

currency? 

3. Is your attitude on the above to the best of your knowledge shared by the 
majority of the insurers of your country, or are you an exception? 

Agreed that members would go into the matter and supply answers to the 
above questions to the Central Office. 

The President read a letter from Captain Lamplugh to the effect that the 
Central Office had received an invitation to attend a special meeting on Aero- 
plane Performance which the Council of I. C. A. O. had convened in Paris for 
the 14th September 1950. The Central Office had provisionally accepted, and 
he felt that the best representative would be Col. Veron on behalf of the 


Union. If the French delegates approved, perhaps they would give him the 
necessary instructions. 


M. Duchez—certainly. 

Agreed that Col. Veron should represent the I. U. A. I. at the I. C. A. O. meet- 
ing on aeroplane performance in Paris on 14. 9. 50. 

Mr. Goodfellow reminded the President that he had been asked to draft a 
letter from the I. U. A. I. to I. A. T. A. on the subject of liabilities assumed 
by aircraft operators under “hold harmless” agreements with aircraft con- 
structors and airport operators. He read the draft letter (see appendix No. 6) 
which was agreed in principle subject to any minor amendments which the 
President might wish to make on further consideration. 


23. Vote of thanks to the President 


M. Gravelin proposed a vote of thanks to the President for the extremely able 


way in which he had conducted the meeting and for the hospitality of the Swiss 
members. 


(Agreed with acclamation.) 
The President thanked Mr. Gravelin and the delegates for the vote of thanks 
and said that in return he wished to thank Miss Bett, Mr. Goodfellow and 


Captain Lamplugh for the very efficient team work performed by the Central 
Office in London. [Applause.] 


The meeting closed at 4: 05 p. m. 


INTERNATIONAL UNION OF AVIATION INSURERS—MEETING HELD IN AMSTERDAM 


OctToser 10-11, 1951 
Present 


Belgium: Compagnie Belge d’Assurances Aviation—Monsieur A. de Walque. 

Czechoslovakia: First Bohemian Reinsurance Bank—Dr. J. Potocek. 

Dutch Pool: Nederlandsche Luchtvaartpool N. V.—Mr. W. de Vlaming, Mr. 
H. Caviet. 

Egypt: Society Misr d’Assurances—Ahmed Enan Bey. 

France: Association Generale des Societes d’Assurances contre les Accidents 
Droit Commun.—Monsieur de Beaucorps, Monsieur Cannet, Monsieur Gravelin, 
Monsieur Porte, Monsieur Veron. 

Great Britain: 

Aviation & General Insurance Co., Ltd.—Mr. L. Murray Stewart, Mr. W. J. 
Floyd. 

Aviation Insurance Offices’ Association—Mr. G. BP. Clair. 

British Aviation Insurance Co., Ltd.—Captain A. G. Lamplugh, Mr. R. H. 
Jennens. 

Italy: Consorzio Italiano di Assicurazioni Aeronautiche—Dr. B. de Mori. 

Scandinavia: Den Nordiska Poolen for Luftfardforsakring—Mr. C. Juhlin- 
Dannfelt, Mr. Per M. Hansson, Mr. Ake Hammarlund. 











530 THE INSURANCE INDUSTRY 


Finland : Finsk Flygforsakringspool—Mr. V. F. Nygren. 

Switzerland : 

Accident & Casualty Insurance Company of Winterthur—Dr. G. Hasler. 

Swiss Re—Dr. V. von Castelberg, Dr. P. Guggenbiihl. 

Zurich General Accident & Liability Insurance Co.—Mr. D. Hagmann. 

U. S. A.: United States Aviation Underwriters—Mr. A. J. Smith, Mr. G. W. 
Orr, Mr. W. J. van Hoven. 

Observers: Mr. P. Pratt, Lloyd’s Aviation Underwriters Association; Dr. God- 
dard, Dutch Aviation Pool; Mr. Wegener, Dutch Aviation Pool; Mr. Ulegg, Dutch 
Aviation Pool. 

In attendance: Mr. Alan Goodfellow, legal adviser; Miss M. G. Bett, central 
Office. 

FIRST SESSION 


The meeting opened at 10 a. m. 

The Chairman, Mr. D. Hagmann, welcomed the members and invited Mr. W. 
de Vlaming on behalf of the Dutch Pool, as the host member, to address the 
meeting. 

Mr. de Viaming welcomed the delegates to Holland and introduced Mr. Wegener 
and Dr. Goddard, two members of the Board of the Dutch Pool. 


Item No. 2. Apologies for absence etc. 


The Chairman expressed appreciation of the arrangements made by the Dutch 
Pool and welcomed the new delegates at the meeting, Mr. Floyd of the Aviation 
and General, Messrs. Cannet and Beaucorps of the Association Generale and Mr. 
Van Hoven of the U. S. A. I. G. He added a note of particular recognition to 
the three members of the U. 8S. A. I. G. delegation who had travelled such a 
long way to attend the meeting. The only members not represented were India 
and Hire, and from both of these members he had received letters of apology 
regretting their inability to attend. ; 


Item No. 1. To confirm the Minutes of the last meeting 


The Chairman asked whether the Minutes of the last meeting, which had been 
circulated, could be taken as approved. 

This was unanimously agreed to. 

The Chairman then said that a question had been raised by the Legal Adviser, 
Mr. Goodfellow, as to whether members wished to continue to have the Minutes 
circulated in reasonably full form, or whether they would be content with a 
record of the decisions taken by the meeting. He called on Mr. Goodfellow to 
speak on this point. 

Mr. Goodfellow explained that the existing practice was for Miss Bett to 
take down as far as possible every word that was said at the meeting. This was 
then typed out and usually ran to 80 foolscap pages or more of notes. He then 
went through it in conjunction with Miss Bett to decide any points of difficulty 
where it was not quite clear what a member had intended to say, following 
which it was his job to summarise the essential points made by each member and 
to try and reduce the original transcript to something like half its original length. 
The summarised version was then typed out and duplicated for circulation. In 
addition, the resolutions calling for any action on the part of members were 
extracted from the Minutes and were also duplicated and circulated. All this 
involved a great deal of work and copying, and unless it was considered of suffi- 
cient importance the Union could probably save £50 to £100 per annum if the 
only record circulated was of the actual decisions taken by the meeting. 

After discussion it was decided by unanimous vote that the summarised ver- 
batim report of the Minutes should be continued. The anly additional document 
should be a brief record of the decisions requiring action by members. 


Item No. 3. President’s Report for the year 1950-51 


The Chairman read his annual report for the year 1950-51 as follows: 

“The Central Office and your Chairman have tried to keep you very fully 
informed between meetings of all essential matters concerning our Union. If 
you are satisfied with this method you will not mind if my report to you today 
is rather short, the more so as the agenda of the meeting is heavily loaded so 
that I do not wish to waste time by repeating things of which you have already 
been informed. 

“During the eighteen months which have elapsed since our last general meet- 
ing there has been a meeting in London of the Working Committee appointed 
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for that purpose, whose Minutes have been circulated, and whose reports and 
recommendations will be dealt with in the agenda. I have only to add that I as 
Chairman very much appreciated this opportunity for an informal exchange of 
views during the exceedingly long interval between our two general nieetings. 
Notwithstanding this, I hesitate to advocate that such a meeting, which involves 
the participants in expenditure of time and money, should automatically be held 
every year. With your consent I suggest that it should be left to the discretion 
of the Chairman as to whether such intermediate meetings should be called in 
the future. 

“As in previous years, work in connection with draft International Air Con- 
ventions has not only absorbed a lot of the time your legal adviser, but has also 
given a fair amount of work to the Central Office and to the Chairman. In this 
connection the problem again had to be faced as to how far the financial resources 
of the Union could be employed for the attendance of our legal adviser at 
I. C. A. O. meetings. The item dealing with legal matters and accounts will allow 
you to form your own opinion about this, and I shall be asking the meeting in 
due course for guidance on this point in the coming year. In this connection I 
would like to mention that Captain Lamplugh attended the I. A. T. A. meeting as 
an observer on behalf of the I. U. A. I. Your Chairman was similarly invited 
by the International Union of Marine Insurance to attend the meeting of their 
Congress in St. Moritz last month. Neither of these attendances involved the 
Union in any cost, and I am sure you will agree that it is quite in order to accept 
these invitations and so to keep in contact with such organisation.” 

The Chairman then asked for any comments on his report. 

Captain Lamplugh enquired whether any suggestion had been received from 
the International Union of Marine Insurance that the I. U. A. I. might become 
a member. 

The Chairman replied that no such suggestion had been made but that the 
friendship between himself and the President of the Marine Union was a guar- 
antee of close contact on matters of mutual interest and that he was sure that 
this would continue in the future. 

The Chairman’s report was adopted. 


Item No. 4. Applications for membership 


The Chairman reminded members that at the Brussels meeting there had been 
the question of the admission of the Spanish Pool. The position in this respect 
was that the Spanish Pool had been duly formed and that he had seen the bye- 
laws and statutes, but that it had not yet actually commenced to work. The 
position was therefore that the Spanish Pool was not yet eligible for member- 
ship, but he hoped that it would become so in due course. There was also the 
question of the Deutscher Luftpool. This had now been re-formed and was writ- 
ing personal accident and gliding risks. As and when civil aviation was again 
permitted in Germany he anticipated that a request for re-admission would come 
from the Deutscher Luftpool. No formal application had yet been received so 
that no decision on the point was necessary, but in case an application was put 
forward before the next general meeting he would ask any member who wished 
to oppose their re-admission to communicate his views privately to the Chairman 
before the end of this meeting. 

(Note.—No objection was received by the Chairman. ) 

There was one further point to be considered in connection with applications 
for membership. During the year an enquiry had been received from a French 
Company which had been supplied with the appropriate particulars. It turned 
out that the French Company was a member of the French National Aviation 
Pool, which was, of course, already a member of the Union. The application for 
membership had not been proceeded with, so that no point of difficulty arose for 
the moment, but it would be for members to consider and to discuss among them- 
selves the question of how far individual members of a Pool should be admitted 
as members of the Union. In one sense it was obviously to the interests of the 
Union to have as many members as possible. On the other hand, if many member 
Companies of a National Pool were admitted to membership it was obvious that 
inconvenience and difficulties would arise. He would like members to discuss 
the problem among themselves and would refer to it later on. 


Item No. 5. Reports from members on developments in aviation insurance since 
the last meeting 


The Chairman stated that reports had been received from France, Italy, 
Switzerland, the United Kingdom, Scandinavia, Belgium, Czecho-Slovakia and 
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Egypt and had either been circulated or laid on the table. He wished to express 
the appreciation of the Union for these very useful reports. No reports had yet 
been received from India, Dire, Holland and the U. S. A. 

Mr. Al Smith on behalf of the U. S. A. I. G. promised to deliver his report tne 
following day. 

Mr. de Vlaming on behalf of the Dutch Pool expressed his apologies and prom- 
ised that the report for Holland would be circulated in the near future. 

The Chairman invited the opinion of members as to whether these reports 
served a useful purpose and should be continued. 

After discussion it was unanimously agreed that the reports did serve a useful 
purpose and should be continued. 

A discussion followed in which Dr. de Mori, Mr. de Vlaming, Mr. de Walque 
and the Chairman took part as to whether the reports should follow a set form 
and deal with certain specified subjects, or whether it should be left to each 
member to include those matters which he considered to be of interest. 

It was unanimously decided that the form of the report should be left to each 
individual member. 

The Chairman invited members to discuss any points of underwriting interest 
arising out of the reports. 

Dr. de Mori raised the question of liability for mechanical breakdown. He 
read the clause from the Italian policy in this connection, and stated that it was 
now settled so far as Italy was concerned that insurers were not responsible 
for mechanical breakdown. He thought that a similar policy should be adopted 
by all members of the Union. 

A discussion followed in which Captain Lamplugh, Mr. Van Hoven, Mr. 
Gravelin, Mr. Clair, Mr. Pratt, the Chairman, and the Legal Adviser took part 
from which it appeared that the general practice of members was to exclude 
liability for mechanical breakdown but to cover damage arising as a consequence 
thereof. 

The Chairman suggested that the point should be submitted to the underwriting 
sub-committee for further consideration and this was agreed to. 

Mr. Goodfellow reminded the Chairman that in accordance with the appro- 
priate resolution the annual reports by members should be circulated so as to 
reach members one clear month ahead of the date fixed for the General Meeting. 
If this practice was adhered to members would have time to consider the reports 
and to consider any questions which they might wish to raise at the General 
Meeting. It was difficult for them to do this when the reports were only laid on 
the table at the general meeting as was the case with several of the reports at 
this meeting. 

The Chairman concurred and raised the question as to whether these reports 
should be sent in to the Central Office for duplication and distribution, or 
whether each member should duplicate and circulate its own report. 

After discussion it was unanimously agreed that each member should be 
responsible for the duplication and circulation of its own report by inter-member 
memorandum, with copies to the Central Office. 


Item No. 7. Report on the Constitution and work of the Committee for Safety 
Measures 


The Chairman asked Captain Lamplugh to report. 

Captain Lamplugh reported that investigation had shown that every country 
represented at the meeting had in some form or other its own Accident Investiga- 
tion Board or Air Safety Board. He had, however, during the year discussed the 
matter also with Mr. Lederer of the Flight Safety Foundation in New York, an 
organization largely financed by the Guggenheim Trust and the U. 8S. A. I. G. 
In his opinion the Flight Safety Foundation was the best organisation of its 
type in the world. Other bodies represented only individual countries and were 
concerned only with accidents in their own territory, or affecting their own 
national aircraft. The F. 8S. F., on the other hand, was completely impartial 
and independent, and obtained its information from all over the world. That 
information was thoroughly examined and analysed and resulted in reports by 
Mr. Lederer to his Committee which were of the greatest value. In his opinion 
it would be of great advantage to the I. U. A. I. to be linked up in some way with 
the Flight Safety Foundation so that their first class technical reports could be 
available for members. 

Mr. Goodfellow enquired as to the cost. Could the U. S. A. I. G., for example, 
give any indication as to their contribution towards the expenses of the F. S. F.? 
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Mr. Al Smith said that it would be difficult to give any exact figure, as the 
contribution of the U. 8. A. I. G. took various forms. In one way or another, 
however, it amounted to a very substantial figure, and he thought that a corre- 
sponding figure would be far beyond the present resources of the I. U. A. I. 

A general discussion followed and it was left that the Chairman and Captain 
Lamplugh should go further into the matter and should report as to how far 
co-operation was possible and what it would cost. 

The Chairman said that arising out of this subject he had received a suggestion 
from Col. Veron that the I. U. A. I. ought to establish its own Techincal and 
Safety Measures Sub-Committee. He would like to have the views of members 
on this point. 

A general discussion followed in which Dr. de Mori, Mr. Juhlin Dannfelt, 
Mr. de Walque, Mr. Al Smith, Mr. de Viaming, Ahmed Enan Bey, Mr. Van Hoven, 
Mr. Murray Stewart, Mr. Gravelin, Captain Lamplugh, Mr. Clair, Mr. Hannsen, 
Dr. Potocek, the Chairman, and the Legal Adviser took part. 

It was pointed out that at the last general meeting such a sub-committee had 
in fact been appointed, but that it had not met, or done any work. It was also 
pointed out that the usefulness of such a committee, at any rate from the 
underwriting point of view, was doubtful owing to the distances and delays 
involved. If it were restricted to Europe it might, however, be of some use, 
particularly also in view of the suggestion that it might deal with claims 
analysis. On the other hand, when a member wished to have information about 
a particular risk for underwriting purposes, he usually wanted it urgently, and 
would not be able to get it from the sub-committee. It would therefore be a 
valuable feature for members to be able to communicate direct with each other 
for information of this kind and to have the name of the appropriate representa- 
tive of each member to whom application for information could be made. 

It was agreed that each member should supply to the Central Office a list of 
the name or names of the representatives who could be contacted by other 
members for advice or information on underwriting and technical subjects and 
that this list should be kept up to date and circulated by the Central Office. 

It was further agreed that the technical and safety measures sub-committee 
should remain in existence and that Dr. de Mori should be added to the sub- 
committee. 

Captain Lamplugh undertook to arrange a place and date for a meeting of the 
sub-committee. 


Item No. 6. Proposal of the Consorzio Italiano as to the compilation of a claims 
analysis 


The Chairman, referring to this item, reminded the Meeting that this question 
had been referred to a Sub-Committee consisting of Messrs. Clair and Sanders. 
They had submitted their report, and he wished to thank them for their good 
work. He had discussed the matter also with Mr. Degen of the Swiss Republic 
and the Winterthur with a view to placing a definite proposal before the meeting. 
This draft, as also Dr. de Mori’s comments, had been circulated. He had also 
asked Mr. Weld, Assistant Secretary General for Air Transport of I. C. A. O., 
to let him have any available information, if possible, in time for the Annual 
Meeting, but unfortunately this information has not come to hand. He then 
asked whether any member had information regarding what was going on at 
I. Cc. A. QO. in this respect. 

Captain Lamplugh reported that he had discussed the matter with I. C. A. O. 
representatives in Montreal. Although it had been their intention to set up 
an Accidents Statistics Branch they had unfortunately run short of money and 
had had to abandon the scheme. 

The Chairman asked him whether he considered it practicable for the I. U. 
A. I. to set up its own Accidents Analysis Branch. 

Captain Lamplugh thought that it would be a waste of time and money. 
Changes in aviation were still so rapid that even the most accurate figures and 
analyses were completely out of date almost as soon as they had been pre- 
pared and distributed, and might even be dangerously misleading. Further- 
more, such figures inevitably ignored the question of the degree of utilisation, 
which was a most important factor from the underwriting angle. 

Mr. Goodfellow raised the query as to how far the very complete accident 
statistics and analyses prepared by the American C. A. B. were found useful as 
an underwriting guide for American Aviation Insurers. 

Mr. Al Smith said that they had a certain value, but that he would not like to 
over-emphasise it from the point of view of rate fixing. Scheduled air lines 
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were largely self-rating, but there was a certain amount of value in the analysis 
of accidents in connection with miscellaneous fiying. 

Mr. Juhlin Dannfelt supported Dr. de Mori’s proposals for a claims analysis, 
but was doubtful as to whether it was practicable to extend it to general 
statistics. 

Mr. Gravelin also supported Dr. de Mori’s proposal and felt that the matter 
could be dealt with by the Technical and Safety Measures Committee. 

Mr. Al Smith and Mr. Orr pointed out that the U. S. A. I. G. had for a time 
had one of their own employees in the C. A. A. at Washington and had compiled 
its own accident analyses, but it had proved to be a tremendous undertaking, 
and they thought it would be quite outside the scope of the I. U. A. I. to attempt 
it on a world wide basis. 

Ahmed Enan Bey thought that it should be possible to maintain such an 
analysis for accidents in Europe and the Near East as distinct from the U.S. A. 

Mr. von Castelberg agreed, but thought that it would have to be confined to 
scheduled air lines and to exclude charter flying and non-commercial flying. 

After general discussion it was agreed that the matter should be left to the 
technical and safety measures sub-committee to report and advise. 

The Chairman then said that he would leave over Item No. 8. in order to 
give members time to read and consider the French proposals which had only 
just been distributed, and would call on Mr. Goodfellow to deal with :— 


Item No. 9. Rome Convention and other legal matters 


Mr. Goodfellow said that his report on the latest draft of the Rome Con- 
vention had been distributed to members but he would like to add to it. 

The present position was that the Legal Committee of I. C. A. O. considered 
the Mexico City draft as agreed at their Seventh Session to be their final draft. 
It had been referred to the Air Transport Committee of I. C. A. O. for com- 
ments from the financial and insurance angle, and would go from them to the 
General Council of I. C. A. O. with a view to its being submitted to a diplomatic 
conference to be held in Rome in 1952 where it would be opened for signature 
by the nations. 

Over a long period of debate the I. U. A. I. had successfully prevented all at- 
tempts to alter the principles agreed in the Brussels Protocol to the original 
Rome Convention. Unfortunately at the sixth Session of the I. C. A. O. Legal 
Committee in Montreal a small amendment had been introduced without objec- 
tion from the I. U. A. I. It would be quite unfair to blame Miss Lambart, as 
the I. U. A. I. observer, for this, as the amendment appeared to be a matter of 
draftsmanship only, and its possible consequences would not be obvious to any- 
one except a trained lawyer who had closely followed the debates of the Legal 
Committee in the past. At the seventh session of the Legal Committee, at 
which the I. U. A. I. was not represented, the members had taken advantage of 
this amendment to change the whole basis of the Convention so far as the in- 
surance provisions were concerned. Under the new draft an injured third party 
would in certain circumstances have a direct right of action against the Insurer, 
and the insurance would attach to the aircraft regardless of the operator. Both 
these points were entirely contrary to what had been agreed in the Brussels 
Protocol and the I. U. A. I. had made vigorous representations both to the 
President of I. C. A. O. and to its Air Transport Committee, which was now in 
session, but he doubted whether these representations would be effective. Fur- 
thermore, the new draft gave jurisdiction to the Courts of the country in which 
the damage was caused and provided that their judgment should be enforceable 
by the Courts of any other Contracting State. In his view the Convention as 
now drawn was a Royal charter for every ambulance-chasing lawyer and fraud- 
ulent claimant, and was bound to increase very substantially the cost of third 
party claims. Furthermore, if Underwriters found themselves involved in heavy 
losses there was no guarantee that they would be able to recover them by raising 
the rates. The Convention provided for banker’s guarantee or deposit as an al- 
ternative to insurance. If therefore Underwriters attempted to recoup their 
losses by a substantial increase in rates it might well happen that the big Na- 
tional Air Lines would decide to cover the risk by banker’s guarantee or de- 
posit. This would leave insurers in the position of trying to recover their 
losses from the nonscheduled operators and private owners, which would be 
quite impracticable. He wished to go on record as stating that he considered 
the Convention to be a thoroughly bad one so far as Underwriters were con- 
cerned and one which they would have cause to repent. 
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The Chairman thanked Mr. Goodfellow for his report, but raised the question 
as to whether it was really too late to take any effective steps. As he under- 
stood the position the I. U. A. I. could still be represented at the Diplomatic 
Conference and could express its views. 

Mr. Goodfellow said that he did not think this was quite correct. He had 
been present at the Diplomatic Conference in Rome when the original Con- 
vention was signed, but he had been allowed to attend merely as a technical ad- 
viser to the British Government delegation, and not as representing insurance 
interests generally. The same had been true of Mr. Cooper of the 1. A. T. A., 
who had attended as a technical adviser to the U. S. delegation. Both he and 
Mr. Cooper could only urge their views on the heads of their Government dele- 
gations, and had no right to address the meeting. 

After discussion it was agreed that Mr. Goodfellow should make a list of the 
objectionable points in the Draft from the insurance angle, which should be 
circulated to members and that each member should contact his own government 
delegate and urge him to represent these points of view at the diplomatic 
conference. Meanwhile the chairman would pursue enquiries as to whether 
it would be possible for the I. U. A. I. to have a representative at the diplo- 
matic conference with a right of audience. 

Captain Lamplugh thought that Mr. Goodfellow was taking an unduly pessi- 
mistic view. He did not believe that it would have made any difference if the 
I. U. A. I. had been represented at the Mexico City Meeting. Mr. Goodfellow 
had referred to the number of National Air Lines which might decide to carry 
the risk uninsured, but there were not as many national air lines as he seemed 
to suggest. To mention just a few, the U. S. A., Australia, India, Egypt and 
Italy had no national air lines. Even if Mr. Goodfellow’s views were correct, 
the Convention was unlikely to make much difference, as in the past ten years the 
number and value of third party claims had been progressively going down. ‘To 
listen to Mr. Goodfellow one might think that Underwriters ought to get out of 
third party insurance. He did not think that view was correct, but time would 
show. 

Mr. Orr said that he was in entire agreement with Mr. Goodfellow. He dis- 
puted Captain Lamplugh’s statement that the amount and value of third party 
claims were steadily decreasing. So far as the United States was concerned at 
any rate, the exact contrary was the truth. He also agreed with Mr. Goodfellow 
and disagreed with Captain Lamplugh as to the effect which might be produced 
by National Air Lines deciding to carry the risk uninsured. There were al- 
ready many airlines which were either owned or controlled by their Govern- 
ments, and outside the U. S. A. the tendency was for the number to increase. 
He thought that the Convention as now drafted was bound to increase the cost 
of claims, especially having regard to the fact that aircraft operators and their 
insurers would always be foreign defendants in a foreign court. Anyone with 
any experience of insurance claims knew what this meant. Another objec- 
tionable feature of the Convention was that it made the operator automatically 
liable for damage. Many countries had admittedly already adopted that prin- 
ciple, but most of them adopted it just after the first world war when people 
were thinking of aircraft as objects of death and destruction, and had not yet 
got round to thinking of them as an important part of civil organisation. The 
U. S. A. had never adopted the rule of automatic liability, and objected to its 
adoption on an international basis. Under the U. S. Code a defendant had at 
least some means of protecting himself against fraudulent or exaggerated 
claims. If he could not get a fair and reasonable settlement he could make the 
plaintiff go to Court and prove his case, and he had some choice in the matter of 
jurisdiction. Under the Rome Convention he would have no defence against 
such claims, and would be faced with the alternative either of paying whatever 
was demanded, or of going to all the expense and difficulty of contesting the 
claim before a foreign Court with little hope of any sympathy. The defendant 
would be in the position of a soldier going into battle without any weapons and 
trying to obtain a settlement merely by an appeal to the magnanimity of his 
opponent. For these reasons he strongly supported what Mr. Goodfellow had 
said, and also the suggestion that he should summarise his objections, and cir- 
culate them so that they could be brought to the attention of the Governments 
concerned. 

The Chairman said that members had now heard three opinions, two of which 
were pessimistic, and one of which was optimistic, and members could decide 
which horse they wished to back. He did not think that there was any point in 
further discussion. It should be left for the Legal Adviser to circulate his views 
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and for members to bring these to the notice of their Governments. At the 
next general meeting members would probably know the outcome one way or 
the other and would see what conclusions should be drawn from the Under- 
writing point of view. 

Mr. Goodfellow then dealt with the revision of the Warsaw Convention and the 
Eighth Meeting of the Legal Committee of I. C. A. O. at Madrid, which he had 
attended on behalf of the I. U. A. I. 

Of the 27 Articles of the Revised Convention the Legal Committee had only 
got around to the consideration of eight, and had not agreed a final draft even 
of these. Up to the closing stages of the meeting it looked as though the matter 
was going to be talked out and revision of the Convention was going to be 
indefinitely deferred. At the last moment, however, it had been decided to 
refer the draft to a sub-committee of ten members which was to meet in Paris 
next January and to report back to the next meeting of the Legal Committee, 
when the revision of the Warsaw Convention would again be the first item on 
the agenda. This decision was a significant one because the normal attendance 
at the Legal Committee of I. C. A. O. was only about eighteen members so that 
if the Sub-committee of ten members reached unanimity they were likely to 
command a majority at the next full meeting of the Legal Committee. He 
thought therefore that it was important that the I. U. A. I. should be represented 
if possible at the sub-committee meeting, but a practical difficulty arose because 
observers could only be invited to such meetings by the Chairman of the sub- 
committee and the Chairman would only be appointed at the first meeting of the 
Sub-Committee. 

Mr. Orr enquired as to what articles had been discussed. The U. S. A. I. G. 
was particularly interested in Article 20. 

Mr. Goodfellow said that Article 20 had not yet been considered. The matters 
dealt with which were of interest to underwriters were referred to in his report 
on the meeting which had been circulated to members. They included the 
question of compulsory particulars in the documents of carriage which had 
given rise to so much trouble in the past. The Legal Committee had rejected 
Major Beaumont’s suggestion to delete all reference to these, but had consider- 
ably modified the particulars required, and in most cases the penalty for omit- 
ting these particulars would merely be that over and above the Convention 
limits the carrier would also be liable for damages arising from his failure to 
include the necessary particulars. Only in the case of failure to issue any docu- 
ments of carriage, or failure to include a reference to the Warsaw Convention, 
would he lose the benefit of all limitation of liability. It was regrettable from 
Underwriters’ point of view that the Articles relating to documents of carriage 
had been re-inserted, but it was probably desirable from the point of view of 
air freight carriers, since they were very anxious that the Convention should 
provide for a negotiable airway bill to which they attached great importance. 

He had been unsuccessful in getting the Committee to agree to abolish the 
presumption of liability for delay of passengers, but the proposed Article in this 
respect did now provide a number of new defences for the carrier and very 
much reduced limits of liability. On the general question of limits he had been 
more successful. The French delegation had asked for an increase of 30% and 
had produced a table of figures prepared by the International Labour Office 
and the International Monetary Fund in support of their claim. This table 
covered the comparative purchasing power of the Convention limits in 1929, 1947, 
and 1951 for sixteen countries which had ratified the Convention. Although 
they supported France’s individual request for an increase, an analysis showed 
that in only five of the sixteen countries had the purchasing power of the Con- 
vention limits decreased since 1929. On an overall average they showed an 
increase of 814% in 1947 and of over 15% in 1951 as compared with 1929 when 
the Convention was signed. On this basis he had argued that if I. C. A. O. 
wished to preserve a fair balance between operators and users they should be 
thinking in terms of reducing the Convention limits rather than increasing 
them. This view, of course, found no support, but it had probably influenced 
the subsequent discussions. Canada wanted an increase of 100%, but most 
other countries indicated that they were satisfied with the present limits al- 
though they would be prepared to agree to an increase of 20% to 30% if the 
majority so desired. It had been noticeable, however, that the U. S. dele- 
gation had not taken any definite stand on this question. 

Mr. Orr said that the view of U. S. aviation insurers was that although they 
agreed that the Convention could be substantially improved by revision, they 
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were afraid that there was little chance of the Senate ratifying the new Con- 
vention if the limits were only increased by 20% to 30%. From the point of 
view of insurers such an increase would be worth while if they could get an im- 
proved Convention, especially in respect of Article 25 (wilful misconduct) and 
especially if the new Convention were ratified by more States than the old 
one. He was afraid, however, that there would be a big demand in the U. S. A. 
for the doubling or trebling of the limits and that the result might well be that 
the U. 8S. A. would denounce the existing Convention. This would be a bad 
thing for air carriers generally, especially in view of the increasing volume of 
foreign air traffic into and out of the U. S. A. Unlike the Rome Convention, 
the Warsaw Convention was substantially fair, because although the presump- 
tion of liability did mean that the carrier had got to pay in most cases, he still 
had defences open to him on which reasonable settlements could usually be ne- 
gotiated. It would be most unfortunate if, as the result of trying to cure the 
defects in the existing Convention, air carriers found themselves landed with no 
Convention at all. 

The Chairman thanked Mr. Goodfellow and Mr. Orr for their comments. 
He agreed that it was most important that Mr. Goodfellow should represent 
the I. U. A. I. if possible at the Sub-Committee meeting in Paris. 

Mr. Goodfellow raised the question of expenses and suggested that a decision 
on this point should be left over until the budget and accounts were considered. 

The Chairman said that this was not on the same basis as for example 
attendance at the Mexico City meeting. That would have involved a large 
sum for traveling expenses whereas the Sub-Committee was to meet in Paris. 

It was agreed that the Chairman should try to arrange with I. C. A. O. for Mr. 
Goodfellow to be invited to attend the Sub-Committee meeting and that the 
Chairman would contact the Chairman of the Legal Committee of I. C. A. O. 
for this purpose. 

(The meeting adjourned at 1 p. m.) 


SECOND SESSION 


Meeting resumed at 3 p. m. 

The Chairman called upon Mr. Goodfellow to continue his report on legal 
matters. 

Mr. Goodfellow pointed out that he had circulated two additional documents, 
G. D. 3., being notes on interesting legal decisions and G. R. 4., being notes 
on accidents. He had no additional comments to make on either of these mat- 
ters except that he would like once again to refer to the very valuable help that 
he had received from Mr. Orr of the U. 8S. A. I. G. in preparing the notes on 
American legal decisions. He would like, however, to refer to one other matter 
arising out of the I. C. A. O. meeting at Madrid. If all went according to plan 
the Warsaw Convention would still be the first item on the agenda of the next 
meeting of the Legal Committee, which might take place in Rome in conjunction 
with the Diplomatic conference, but which would more probably take place in 
Montreal at the end of 1952 or the beginning of 1953. If, however, the Warsaw 
Convention Sub-Committee failed to reach any reasonable measure of agree- 
ment, then it was quite possible that consideration of the draft Collision Con- 
vention would be placed first on the agenda. This Convention raised a point 
of considerable importance to Underwriters as to the apportionment of damage 
in the case of aerial collisions, and he thought that when the budget and ac- 
counts were being considered, the meeting should also consider whether it would 
be necessary or desirable to send him to Montreal. 

The Chairman thanked Mr. Goodfellow for his report and asked for comments. 

Mr. Clair pointed out that in Document G. R. 4. the reference to “carbon 
monoxide” should be ‘‘carbon di-oxide”’. 

Mr. Goodfellow agreed and asked members to make the necessary correction in 
their copies. 

Mr. Hasler said that as regards the draft collision Convention his view was 
that the total damage should be aggregated and that each aircraft should pay 
one half the total damage unless it was definitely proved that one aircraft was 
100% to blame. 

Mr. Goodfellow pointed out that in an aerial collision between a large air- 
eraft and a small aircraft this might result in very heavy liabilities on the 
part of the insurer of the small aircraft. There was not merely the loss of 
the aircraft themselves, but also the likelihood of claims in respect of pas- 
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sengers and content and third parties. British Mercantile law provided for a 
limitation of liability in respect of collision damage based on the tonnage of 
the ship concerned, and he felt that if Dr. Hasler’s suggestion was accepted 
the Convention should contain a similar limitation of liability. 

Mr. de Walque pointed out that in any case there would be nothing to pre- 
vent passengers or their dependents in the large aircraft from suing the operator 
of the small aircraft. 

Mr. Goodfellow agreed that this was the position at the moment, but there 
was nothing to prevent the position being altered by the terms of the Interna- 
tional Convention. 

After some further discussion it was agreed that as the collision Convention 
was not yet definitely on the agenda of the I. C. A. O. legal committee it would 
be better to defer any decision until the draft text was circulated for comment. 


Item No. 8. Proposals as to accidents arising from faulty altimeter settings 

The Chairman asked Mr. Goodfellow to read the translation of the French 
report in this connection. 

Mr. Goodfellow accordingly read the translation, the French text of which 
had been circulated to members, and the Chairman called on Captain Lamplugh 
to open the debate on the subject. 

Captain Lamplugh said that he thought this was the first time that a subject 
of such high technical importance had been put forward by a member. He 
thought that the matter was perhaps too technical for debate in the general 
meeting, but agreed that the French were quite right in bringing it forward 
since it was undoubtedly correct that many accidents were attributable to 
this cause. He thought that the practical method of dealing with the proposal 
would be for the French delegation to put it forward to their appropriate tech- 
nical representative on I. C. A. O., possibly with the support of the I. U. A. I. 
He thought also that the National Air Lines should be consulted on the technical 
aspects of the report before it was put forward. 

Mr. Porte said that the French delegation had consulted Air France in the 
preparation of the report and that there was no doubt, as Captain Lamplugh 
had agreed, and he thought Mr. Orr would confirm, that a considerable number 
of major accidents were attributable to this cause. He agreed with the sug- 
gestion that the report should be submitted by the French delegation to its 
appropriate I. C. A. O. delegate, but felt that it would have more weight if 
it came with the backing of the I. U. A. I. He suggested that the Technical 
and Safety Measures Committee should draft a supporting letter from the 
I. U. A. I. and the matter should be deferred to the following day. 

The Chairman concurred and proposed that a copy of the supporting letter 
should be circulated by the Central Office to all members so that they in turn 
could take up the suggestion with their own National Air Lines and their 
own I. C. A. O. delegates. 

This was agreed. 

Mr. Juhlin Dannfelt asked permission to raise another point of a similar 
nature. 

He had been told that there was a trend in Europe to substitute short- 
wave radio as a means of communication between the aeroplane and the 
ground services by radio telephone in accordance with U. S. practice. If 
this means of communication was introduced for international traffic in Europe 
and other parts of the world there might be a danger in the substitution of 
short-wave radio with international signs for different settings inasmuch as 
the range of radio telephone is much greater than the short wave radio, and 
although the English language was adopted as the international language for 
such communications, pronunciation varied in different parts of the world, 
and might lead to difficulties. He would like to know whether this substitution 
was a general practice. 

Captain Lamplugh replied that it was now a standard practice and almost 
worldwide. 

(Note.—by the Legal Adviser: The above is taken from the shorthand note, 
but there may be some confusion. As the Legal Adviser understands the po- 
sition, the worldwide practice has in the past been to use radio telephony and 
the English language for these communications. Under a new I. CG. A. O. 
regulation short-wave W/T communications, using an international code, have 
now been substituted for radio telephony, presumably with the object of avoiding 
the danger mentioned by Mr. Dannfelt on account of different pronunciations 
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of the English language. The new system is experimental at the present stage, 
but is to be confirmed next year if it proves satisfactory. ) 

The Chairman said that he proposed to leave over Item No. 10—Report of 
the Underwriting Committee—for the moment and to proceed with 


Item No. 11. Arrangements for immediate action to assist members of the 
I, U. A. I. in the event of the outbreak of war 


The Chairman said that the Central Office had circulated an offer by the 
B. A. I. C. to make available the facilities of their Montreal offices for the 
storage of important documents for members in case of war. While appreci- 
ating the kind offer of the B. A. I. C., he did not really feel that it was a 
matter which concerned the Union as such except to the limited extent that 
the Central Office might have its main records duplicated in this way. It 
was rather a matter for arrangements between individual members and the 
B. A. I. C. He was, however, quite prepared to leave the matter to the 
decision of members. 

Mr. Gravelin said that he felt that it was a matter which should be discussed. 
The big Insurance Companies had no doubt made their own arrangements, but 
this proposal related only to those Companies which were insuring aviation 
business, and he felt that the suggestion put forward by the B. A. I. C. was a very 
useful one. 

Mr. de Vlaming supported this view. 

The Chairman said that in that case, so far as the Union was concerned, the 
Central Office could provide for the duplication of their essential records and 
deposit them as suggested. 

Mr. De Vlaming agreed. 

Captain Lamplugh said that it was for members to take advantage of the offer 
or not as they wished. It would not, of course, be practicable for all oiiginal 
documents of all the member Companies to be stored at Montreal, but this could 
be dealt with by micro-film copies, while he was sure that arrangements could 
be made for the storage of original documents if required by safe storage deposits 
in Canada. 

The Chairman expressed the appreciation cf members for the generous offer 
of the B. A. I. C. 


Item No. 12. Statistics 


The Chairman commenced with an apology, because at the last meeting he had 
said that the Swiss were only prepared to collate statistics and not to collect 
them, whereas in fact they had collected them. The Swiss memorandum on the 
subject had been circulated to members and he had not very much to add to the 
memorandum. For the present matters were still in the experimental stage. For 
example, it has not been settled whether the most useful basis was according to 
air miles, passenger miles, or number of flights. He feit that if statistics were 
continued, someone interested in interpreting figures might arrive at useful 
conclusions. There was also the question of regular airlines and nonscheduled 
airlines. Figures supplied for scheduled airlines were reasonably reliable, but he 
was not quite so happy about the figures for nonscheduled airlines. 

As regards underwriting statistics the only country which had provided these 
so far was France, and he did not think it fair to circulate these in the absence 
of corresponding statistics from other members. He was doubtful whether the 
Union would ever get complete underwriting statistics from all its members, and 
was inclined to think that this branch of the statistics should be dropped, but 
would like the comments of members. 

Mr. Al Smith said that statistics at the present time had a value which was 
more theoretical than real so far as aviation underwriters were concerned. 
Underwriting statistics, if they could be made available on a basis which gave 
the full exposure picture, would be of real value, but other statistics, such as the 
number of accidents and the cost of each claim, were liable to be misleading. The 
Government statistics, so far as scheduled airlines were concerned, were reason- 
ably accurate, and did give guidance on certain points, but he did not place much 
reliance on them so far as nonscheduled operations were concerned. 

Mr. Orr thought that the explanation was that in the case of an accicert in 
which a scheduled airline was involved there was a very full inquiry which 
brought out all the facts. In the case of nonscheduled operations there was 
usually only a cursory examination of the facts and the C. A. A. report was 
therefore not always reliable. 
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Captain Lamplugh asked whether in the U. S. A. they had cases where an 
Air Line Pilots Association disagreed with the findings of the C. A. A. 

Mr. Orr agreed that this was so. 

Mr. Al Smith said this was not a very materia! point from the Underwriting 
angle. He was challenging the figures themselves rather than the causes at- 
tributed to the accidents. 

The Chairman said that if he understood the American point of view correctly, 
they placed a good deal of reliance on the Government statistics for scheduled 
airlines, but mistrusted those for other operations. His opinion was much the 
same, and he was in favour of continuing compilation and analysis of statistics 
for scheduled airlines, but dropping those for nonscheduled operations. While he 
appreciated the value of underwriting statistics, he did not think that it was 
practicable to try to obtain these from members. 

Mr. Juhlin Dannfelt said that he entirely agreed with the Chairman’s remarks. 
He felt that the Chairman had done a very good job on this question of statistics, 
and that he deserved more support from the members, and should not have 
to keep asking for the necessary figures. He would like to thank the Chairman 
for his work in this connection and to ask him not to be discouraged at the diffi- 
culties, or disturbed by the delays, which in many cuses were due to slow returns 
from Government authorities. 

The Chairman thanked Mr. Juhlin Dannfelt and emphasised that it would be 
a great help if members could supply the appropriate figures during the first 
half of the year, as otherwise it did not allow adequate time for collation and 
proper analysis before the General Meeting. 

Members agreed to do their best 


Item No. 13 Accounts 


The Chairman asked Mr. Goodfellow to read the auditor’s report. 

Mr. Goodfellow read the auditor’s report and explained that this referred to 
the balance sheet and accounts for the year ending 31st December 1950 only. 
The statement of the financial position submitted for 1951 was only provisional 
and the accounts would not be audited until the end of the year. The figures 
for 1950 showed that the I. U. A. I. ended the year with a surplus balance of 
income over expenditure of £52.10.5. and that for the current year the surplus 
balance was £388.16.3., but with three months of the year still to run. 

The Chairman said that the figures showed that the scale adopted at the last 
general meeting had proved correct, and asked Miss Bett to convey to Mr. 
Souncell of the British Aviation Insurance Company the appreciation of the 
I. U. A. I. for his work in connection with the accounts. 


Item No. 14 Supplementary subscriptions 


The Chairman pointed out that as up to the moment the expenditure was still 
inside the basic subscription, there was no need to discuss this point, but asked 
for confirmation that in the event of expenditure exceeding the basic subscrip- 
tion income before the next general meeting members would agree to contribute 
according to the scale of percentages fixed at the last meeting. 

This was unanimously agreed. 

Mr. Goodfellow raised the question of policy as to sending him as the 
I. U. A. IL. observer to I. C. A. O. meetings. During the past year he had only 
had to attend the one meeting at Madrid for 12 days, but during the forthcom- 
ing year the position might be very different. There was the Warsaw Conven- 
tion Sub-Committee meeting in Paris, which might last for ten days or more; 
there was the proposed diplomatic conference in Rome, which had lasted for 
approximately a month when the original Convention was signed; there was 
the possibility of another full meeting of the Legal Committee in Rome or 
Montreal. If he had to attend all these it was obvious that the expenses would 
far exceed the basic subscriptions, especially if he took with him his assistant, 
Mr. Norton. It might, for example, amount to as much as £1500 or £2,000 in 
the coming year. He explained in this connection that his attendance at these 
foreign conferences placed a heavy burden on his firm owing to the fact that 
Major Beaumont also attended them as a Government delegate of the United 
Kingdom, which meant that two partners were away from the office at the same 
time. For the past eighteen months he had been training up his assistant in 
I. U. A. I. matters with a view to his ultimately taking over the bulk of the 
work. If he was to do so, however, it was essential that he should first attend 
several of the I. C. A. O. conferences jointly with Mr. Goodfellow before he 
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could be relied upon to take over the representation of the I. U. A. I. alone. If 
and when he was trained to do this, it would result in a substantial saving to 
the I. U. A. L., but meanwhile it looked as though the cost might be very heavy. 
He was prepared to make a suggestion in this connection. The normal practice 
was for the partners in his firm to take a month’s holiday each year. In prac- 
tice he seldom took more than a week, and he was quite prepared, in order to 
help the I. U. A. L., to count three weeks of any time which he might spend at 
these meetings on the I. U. A. I.’s behalf during the next year or two as holiday 
time and to make no charge for it, apart from actual expenses. 

The Chairman expressed his appreciation of the offer and asked for the views 
of members. 

Mr. de Vlaming said that Mr. Goodfellow’s offer was a very kind one, but 
that it should not be accepted. It was no holiday to represent the Union at 
these meetings, and the Union should be strong enough to pay for what it 
wanted. 

Mr. Al Smith said that the Union owed Mr. Goodfellow a vote of thanks both 
for what he had already done for the Union and for his offer. but that he felt 
the same as Mr. de Viaming. It was for the Union to decide in each case 
whether in its own interests it ought to be represented at any particular inter- 
national conference, and if it decided that representation was desirable, then it 
should be prepared to meet the cost. He, personally, would be quite willing to 
leave it to the Chairman to decide whether or not the Union ought to be repre- 
sented at any particular meeting—but not under an arrangement whereby the 
Union took advantage of Mr. Goodfellow’s holidays to achieve that end. 

Captain Lamplugh supported Mr. Smith. He did not think that at this stage 
it was possible to decide whether or not Mr. Goodfellow ought to attend all the 
meetings to which he had referred, but he was quite willing to leave the decision 
to the Chairman when the occasion arose. 

The Chairman asked members whether they agreed in principle with the idea 
that Mr. Norton should be trained to act as Mr. Goodfellow’s successor, or 
whether they would prefer Mr. Goodfellow to carry on. 

Mr. de Vlaming said that in his view the work done by Mr. Goodfellow for the 
Union in the past made it desirable that he should carry on with it as long as 
possible, but that it was entirely up to his own judgment as to whether he ought 
to train a successor. He suggested that the whole matter should be left to the 
Chairman, in whose judgment they had every confidence, and that whatever cost 
was involved should be accepted by the I. U. A. I. 

This was unanimously agreed. 

The Chairman suggested that item 15—Amendment of the Statutes and In- 
ternal Regulations—should be left over to the following day, and that the meet- 
ing should proceed to : 


Item No. 16. Date and place of the next annual meeting 

Dr. de Mori extended an invitation to Italy, either at Venice or Florence or at 
some other place to be agreed. It would be difficult to arrange a meeting which 
would compare in organisation with this wonderful meeting in Holland, but the 
Consorzio Italiano would be glad to do its best. 

The invitation of Dr. de Mori was accepted with acclamation. 

The Chairman raised the question of the date. He had discussed the mattér 
with the American delegates, and it was clear that from their point of view ie 
Autumn was a better time for them than the Spring. The meeting of the MiWe 
Union next year was to be in Belgium early in September. If members:49@?@&) 
he would propose to leave it to Dr. de Mori, in conjunction with the Atherean 
delegates, to fix a date towards the end of September, or the beginning of CHIE. 

This was unanimously agreed. MAjiwjo“" 

The Chairman then declared the Session closed, and reported ara (ARO THe Rt 
Session would begin at 9:30 a. m. the following day, instead of ROD, 00 b- m. 
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Government. The meeting approved this action, adopted the proposals in the 
report, and decided to send these proposals to I. C. A. O. and recommended that 
members should submit the proposals both to their National Air Lines and te 
their Government delegates in I. C. A. O. with a view to common action being 
taken.” 

The Chairman raised the point as to whether the I. U. A. [. should not also 
write officially to I. C. A. O. in support of the proposals and Mr. Porte supported 
this suggestion. 

Propesal vnanimously agreed. 

The Chairman then reverted to Item No. 6. Claims Analysis and asked 
Captain Lamplugh to report. 

Captain Lamplugh reported that there was a divergence of view in the sub 
committee. The British delegation was inclined to think that the proposed analy 
Sis reports would be a waste of time and energy. Nevertheless, they were pre 
pared to supply to Col. Veron details of accidents insured by them with the ex- 
ception of the name of the insured. The Italian and French view was that if all 
members would do this they could be analysed by Col. Veron, and would produce 
useful underwriting information. 

The Chairman asked whether the form of report had been drafted 

Dr. de Mori replied that this would be done by the Sub-Committee. 

The Chairman asked whether the reports were to refer only to accidents on 
scheduled air lines, or to all operations. 

Captain Lamplugh replied that to begin with, at any rate, they were to apply 
to scheduled air lines only. 

The Chairman enquired whether the details would be on a world wide basis, 
or would exclude the U. 8S. A. 

Captain Lamplugh replied that the information would not be asked for from 
the U. S. A. I. G. since the Central Office could obtain all the information it 
required as to accidents on scheduled air lines in the U. 8. A. from the C. A. A 
reports. 

Agreed. 

The Chairman then asked Mr. Smith to give his report on underwriting devel- 
opments in the U.S. A. during the past year. 

Mr. Smith commenced with an apology for not having submitted the report 
prior to the meeting, and then read his report. 

(Nore.—This report was not taken down verbatim as Mr. Smith promised 
to have it duplicated and circulated to all members on his return to the U. 8. A.) 

The Chairman thanked Mr. Smith for his report which was not only interest- 
ing from a technical point of view, but contained several fine thoughis, which 
would probably be shared by a large majority of the members present. 

The Chairman then called on M. Gravelin to deliver a report on behalf of the 
Underwriting subcommittee. 

Mr. Gravelin stated that that the sub-committee had been asked to get out 
two draft clauses, the Component Parts Clause, and the War Risks Clause. As 
regards the War Risks Clause, the sub-committee recommended the stancard 
British clause, but with the following addition : 

“Losses occasioned directly or indirectly by a civil or foreign war, a state of 
hostilities (with or without declaration of war) insurrections, riots, strikes, or 
civil commotions, military dictatorship or usurpation of power or occurring 
when the aircraft is requisitioned or seized by a de jure or de facto pubiic or 
government authority are excluded.” 

As regards the Component Parts Clause the Sub-Committee had drafted the 
proposed international clause as follows: 

“Notwithstanding any clause of the general conditions to the contrary, it is 
expressly agreed that losses shall be settled in the following manner: 

“(1) Where repair is possible——The obligations of the Company shall not 
exceed, in respect of any part of the insured aircraft, the amount stipulated in 
respect of such part in the analysis of the insured value. The party taking out 
the policy declares that he agrees the amount stipulated in the above Table 
(analysis) as representing, in respect of each part of the aircraft, the maximum 
amount of the indemnity in respect of the cost of spare parts, carriage, all labour 
and other incidental expenditure in connection with the renewal or the repair 
of parts of the damaged aircraft. 

(2) Case of total loss.—The loss shall be settled as total loss, less the fran- 
chise and the market value of the recoverable parts, if any, when the figures 
of the analysis of the value give a total equal to or more than 85% of the insured 
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value of the aircraft (general case of total fire, impact in full flight, loss at sea 
or missing). 

“(3) Where the circumstances of the loss render a repair impossible or too 
costly, according to expert opinion.—The damaged parts shall be paid for accord- 
ing to a percentage equal to double their theoretical percentage of deterioration 
fixed by the surveyor with minimum of 10% and maximum of 100% of their 
value fixed by the analysis of value. 

“The Insurance Company shall further bear, on production of vouchers, the 
cost of recovery and overhauling of undamaged parts up to a proportion of 10% 
of the value of each of such parts as fixed by the analysis of value. 

“Further, as regards undamaged parts which may have to be abandoned, the 
Company shall pay 10% of the value of such parts on production of evidence 
that the carriage thereof has turned out to be impossible.” 

The Chairman said that it was rather difficult to discuss these clauses 
when thev had only just been submitted to the meeting. He urged that in 
future, when drafting clauses, the Underwriting Sub-Committee should have 
them circulated to members in sufficient time to allow them to be considered 
in detail before the meeting. In the present case he proposed that the clauses 
should be duplicated by the Central Office and circulated to members whose 
comments should be invited. He wished to make it clear that there was no 
question of insisting on the adoption of either clause by members. They were 
merely put forward as recommendations, which members could adopt or not 
as they thought fit. 

Mr. Jennens said that Mr. Gravelin had asked him to add some comments 
about the Component Parts Clause. It was very similar to the corresponding 
clause used in the London market, although it went a little further. Some 
Underwriters objected to the use of any component parts clause and preferred 
to give a complete cover at a higher premium. Others were willing to insure 
aircraft at a reduced value, and a lower rate of premium, subject to the use 
of such a clause. He thought that the clause submitted deserved careful con- 
sideration from this angle, and agreed with the suggestion that it should be 
duplicated by the Central Office and circulated to members for their comments. 

It was agreed that both the war risks clause and the component parts clause 
should be duplicated and circulated by the Central Office with a request for 
comment. 

Mr. Juhlin Dannfelt raised a point for submission to the Underwriting Sub- 
Committee. There seemed to be a wide variety of practice as regards return of 
premium on laid-up aircraft, both as to the minimum and maximum periods, the 
percentage to be returned, and the circumstances in which a return of premium 
was allowed. It would be of great interest if the Underwriting Sub-Committee 
could obtain details of these practices and prepare a report. 

The Chairman said that this was just the kind of point with which the 
Underwriting Committee should be asked to deal. He hoped that any other 
members with similar underwriting points to raise would make use of the 
Underwriting Sub-Committee for this purpose. As a matter of procedure he 
would like to have it laid down as to whether these points should be raised direct 
with M. Gravelin as Chairman of the Sub-Committee, or through the Central 
Office. 

M. Gravelin said that it would not create any difficulty from his point of 
view if the questions were submitted direct. 

It was agreed that this should be done and that the subcommittee would ar- 
range for its reports on the questions submitted to be circulated. 

The Chairman said that he would like to express his views as to the use 
of the Underwriting Committee. In his view it was the responsibility of the 
Committee to advance the underwriting knowledge of all members. Aviation 
insurance was still a young branch and had not settled down like older classes 
of insurance. For many members the local aviation insurance market was too 
small to provide sufficient experience as to the best solution for difficult under- 
writing questions. That was why the Union should have a strong Underwriting 
Committee which would unite the best aviation underwriting brains available 
in the world. Their task would be to advise on the best clauses and under- 
writing methods and indicate these to members. On the present basis of the 
Union it could not be concerned with enforcing in any way such rules and 
conditions, but members in their own interests would undoubtedly give careful 
consideration to any proposals of the Underwriting Committee. If they agreed 
with the proposals they would adopt them; if they had different views they 
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should submit these to the Underwriting Committee for consideration. In this 
way they would gradually arrive at something like voluntary uniformity on the 
basic policy clauses, which would have advantages both from the Underwriting 
and from the claims point of view. 

He asked members to express their opinions on this viewpoint. 

Mr. Goodfellow said that on the basis of the President’s remarks it would 
seem that much of the work of the Underwriting Committee would be in con- 
nection with the drafting of clauses and conditions, a subject of which he had 
considerable experience, both in his own country and in others. The meeting 
had rejected his offer to spend a part of his holiday period on behalf of the 
Union at International conferences. He would therefore like to substitute an 
alternative offer, namely, to serve on the Underwriting Sub-Committee in an 
honorary capacity. 

Mr. Gravelin accepted the coffer with thanks. 

Mr. Al Smith expressed strong agreement with the Chairman's views. There 
should never be any compulsion about the clauses or wordings recommended 
by the Union, but there were obviously certain fundamental points upon which 
agreement could and should be reached as the basis of sound aviation insurance 
practice, and it would be in the mutual interest of all members to have a broad 
agreed conception of those basic principles. 

Captain Lampluch suggested that they should be referred to as “Recommended 
Practices” and the Chairman agreed. 

The Chairman remarked that the Underwriting Sub-Committee had a fine task 
and opportunity and if they wanted to add any more members to their number 
the Subcommittee should ask them to join in the work. He would like to hear 
from the Aviation Insurance Offices Association whether they had made any 
progress with the standard policy which had been referred to at the last 
meeting 

Mr. Clair reported that they were encountering many difficulties and were 
not yet more than half way through the tesk. He could not hold out any real 
hope of a final draft within the next twelve months. 

The Chairman asked whether Lloyds Aviation Underwriters Association would 
like to add anything on this subject. 

Mr. Pratt reported that Lloyds had produced a standard aviation policy a 
little over a year ago and that it was now being revised and brought up to date. 
During the last twelve months their sub-committees had produced standard 
clauses, such as the component parts clause, wreck clause, lay-up clause, and 
additional insurance clause. His association was not working in conjunction 
with the A. I. 0. A., but they were willing to cooperate in every way, and would 
be only too glad to give any assistance in their power to the Underwriting Sub- 
Committee of the I. U. A. IL. 

The Chairman expressed his appreciation and thanks for the offer 
Ttem No. 15. Revision of the statutes and internal regulations 

The Chairman explained that owing to the exhaustion of stocks, these required 
reprinting and it was therefore a suitable opportunity to decide if any amend- 
ments were required. Certain a mendments had already been agreed in the past, 
and certain further amendments had been proposed by the Working Committee 
in London. Details of these had been circulated, and he proposed therefore, 
unless members had any other points to raise, merely to deal with those articles 
to which amendments were suggested. 

Agreed. 

The Chairman then dealt with Article 6 of the Statutes—Applications for 
membership. He explained the reasons for the proposed amendment which was 
agreed without discussion. 

Article 10—Resignations : This was also agreed without discussion. 

Article 13—Subscriptions : This was discussed and the amendment was agreed 
in principle, the wording of the final draft being left to the President, Vice- 
President, the Legal Adviser and the Central Office. 

Article 17—Official language: This amendment produced considerable discus- 
sion in which Mr. Hansson, Dr. de Mori, Mr. Al Smith, Dr. Hasler, Mr. Gravelin, 
the Chairman and the Legal Adviser took part. 

In the final result it was unanimously agreed that the official language of the 
union should be Bnglish and that the clause should so provide, but that it should 
be recorded in the minutes that a member wishing to address the meeting in 
another language (preferably French) could do so with the consent of the chair- 
man, provided that his delegation supplied an interpreter so as to make sure that 
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his remarks were correctly recorded in the minutes. The wording of the clause 
was left to be agreed by the president, vice-president, legal adviser and central 
office. 

Article 2 (b) of the Internal Regulations—Vice Chairman: The Chairman 
explained that he did not think it was right that the retiring chairman should 
automatically become vice-chairman. Usually it was the other way about and 
the member who was appointed vice-chairman usually succeeded to the chair in 
due course. He proposed that the clause should be altered so as to provide that 
one or more vice-chairmen should be appointed at each annual general meeting. 

The Legal Adviser suggested that if this was done it would be necessary to 
appoint the vice-chairmen in order of seniority so that it would be clear which 
one of them was to act in the case of absence or incapacity of the chairman. 

A general discussion followed in which Dr. de Mori, Dr. Hasler, Ahmed Enan 
Bey, Mr. Hanssen, Mr. Orr, Mr. Gravelin, Mr. de Viaming, Mr. Al Smith, Dr. von 
Castelberg and the Chairman took part, and it was finally agreed in principle that 
the clause should provide for the appointment of a chairman and a first and 
second vice-chairmen, the wording to be drafted as in the case of the preceding 
article. It was niude clear in the course of the discussion that the apointment of 
a first vice-chairman did not mean that he was pre-destined to become the next 
President. 

The Chairman then went back to clause 8 of the Statutes—Voting rights. 

He explained that when the Union was first formed it was felt that the original 
founder members should have a preponderence of voting power, and they had 
accordingly been given four votes each, while subsequent members had only 
received one or two votes each according to their status. In consultation with 
the founder members it had been agreed that this distinction was no longer neces- 
sary or desirable, and it was proposed that in future founder members should 
be on the same basis as the others, and should have only one vote each if a 
company, or two votes if a pool. As Mr. Goodfellow had drafted the original 
Statutes, he would like to have his views on this. 

Mr. Goodfellow said that he entirely agreed with the idea of dropping the 
distinction between the founder members and the others, but he would like to go 
even further and to provide that each member, regardless of status, should have 
one single vote. Any other basis was calculated to produce invidious distinc- 
tions. For example, it could easily happen that a single company in a big country 
might be writing more aviation business than a Pool ina small country. Further- 
more, in his yiew, the question of the number of votes per member was of purely 
theoretical importance. The Union had never decided any important issues on 
a split vote, and any attempt to do so would mean the end of the Union as an 
effective body. If, far example, the London or New York market voted one way 
on an important issue, but was out-voted by the other members, how would it be 
possible for the Union to remain effective? From every practical angle, he 
believed that the basis of one vote per member was the right one and he hoped 
that it could be adopted. 

Mr. Murray Stewart, Mr. Juhlin Dannfelt, Mr. de Viaming and Dr. Hasler 
spoke in support of Mr. Goodfellow’s proposal. 

Mr. Hanssen also supported it, but wished to make it clear that the Northern 
Pool might become four separate Pools representing the four Scandinavian coun- 
tries, in which case they would expect to have one vote for each Pool. 

Dr. de Mori and Mr. Gravelin felt that as a matter of fairness some distinction 
should be made between Pools and individual Companies. It could happen, for 
example, that a Company which was a member of a Pool would itself apply for 
separate membership of the I. U. A. I. In such case it would mean that the indi- 
vidual member Company would have the same voting powers as the whole Pool. 

Mr. Goodfellow agreed with the logic of this argument, but did not think that 
it was really practical unless the Union was prepared to adopt the principle that 
voting power should be allocated on the basis of the amount of business done by 
each Company. He personally felt that such a basis would lead to all sorts of 
undesirable complications. 

After further discussion Dr. de Mori and Mr. Gravelin withdrew their objee- 
tions and it was unanimously decided that voting power should be on the basis 
of one vote per member. 

The Chairman concluded the discussion by pointing out that the action of the 
French and Italian delegates in withdrawing their objections was typical of the 
point made by Mr. Goodfellow as to the unity between members of the Pools, and 
he expressed his appreciation of their action. 


| 
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Mr. Hanssen pointed out that the alterations now agreed might involve some 
consequential alterations, for instance, in connection with Article 5. of the Stat- 
utes, and suggested that a drafting Sub-Committee should be appointed to con- 
sider the whole matter. 

The Chairman pointed out that this had been done by the Working Committee 
in London and that in effect a Sub-Committee had now been appointed consisting 
of the Vice Chairman, the Legal Adviser, the Central Office and himself to deal 
with this matter. 

It was agreed that this Sub-Committee should proceed with the necessary re- 
drafting, and should then prepare and circulate to members a document showing 
(a) the existing statutes and internal regulations (b) the proposed amendments 
and (c) notes in connection with such amendments. These would be circulated 
with the minutes and members would have until 31st December to raise any 
comments thereon. 

Mr. Goodfellow asked permission to raise a point. The founder members had 
given up their special voting privileges, and now ranked only on the same basis 
as all the members who had subsequently joined the Union. Their names would 
be recorded in the First Article of the new Statutes, but he felt that there should 
be some record in the Minutes of the debt owed by the Union to these founder 
members, without whose cooperation and hard work in the early days the Union 
would not have existed. As the Legal Adviser of the Union he had no right 
to propose a resolution, but he felt that some of the non-founder members might 
like to support his suggestion and place their appreciation on record. 

Mr. Murray Stewart said that, speaking on behalf of the oldest, non-founder 
member, he would like to support Mr. Goodfellow’s remarks and to propose that 
the gratitude of the Union to the founder members should be placed on record in 
the Minutes. 

Ahmed Enan Bey on behalf of Egypt and Dr. Potocek on behalf of Czechoslo- 
vakia seconded the motion, which was unanimously adopted. 

The Chairman expressed his appreciation on behalf of the founder members. 


Item No. 17. Election of officers 


Mr. Juhlin-Dannfelt asked Mr. Hagmann to accept a third year of office as 
president. In view of the outstanding manner in which he had fulfilled his du- 
ties, he was sure that all members would support him in this request. 

Applause. 

Mr. Hagmann said that in the normal course of events he would only be able 
to attend three more general meetings of the I. U. A. I. before his retirement, 
and he would have liked to have enjoyed these as an ordinary member, but in 
view of the general feeling expressed, he would be prepared to accept one more 
year of office on the understanding that a new president would definitely be 
elected at the next meeting. 

Mr. Hagmann then proposed that Captain Lamplugh, with whom he had 
worked in complete harmony during his years of office, should be re-elected as 
first vice-president. 

Agreed with applause. 

Mr. Hagmann then proposed that Mr. Gravelin should be elected as second 
vice-president for the ensuing year. 

Agreed with applause. 

Mr. Gravelin expressed his appreciation not only on behalf of himself but also 
in respect of the honour reflected on the Association Generale. 

The Chairman then asked whether any member wished to speak to: 


Item No. 18. Any other business 


Mr. de Viaming said that he would like to refer to a matter arising out of the 
underwriting report of Mr. Al Smith. For many years past he had given warn- 
ings about the dangers arising from a certain type of competition from the British 
market. 

All members were aware of the very great pressure exercised on British avia- 
tion insurers by the brokers, and the difficulties arising from the fact that 
Lioyd’s underwriters could group aviation business with marine business and 
cover their losses on the one by profits on the other. Recently the position had 
still further deteriorated and a letter had recently been circulated to all air- 
lines by certain brokers, undoubtedly backed by the British market, offering to 
obtain better terms for their insurances. The English insurance market, like 
England itself, had a tradition to live up to. Mr. Al Smith had touched upon 
the matter of reinsurance and had pointed out that there was a tradition in 
British reinsurance that you did not compete at lower rates for the direct insur- 
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ance of business which you were already reinsuring. This was a tradition which 
ought to be respected in aviation insurance, but unfortunately it was not being 
respected, and there was evidence that the American market was being attacked 
by the London market in a manner contrary to that tradition. Such an example 
was liable to lead to repercussions. He was not optimistic enough to believe 
that British insureds would change to continental insurance simply’ because 
lower rates were offered abroad. No one, for example, had ever heard of an 
English ship-owner placing the insurance of his fleet in a foreign market just be- 
-ause lower rates were offered, and that was a tribute both to the insureds and 
to their insurers. That state of affairs, however, did not apply to continental 
insureds, and if there was going to be cut-throat competition in rates, it might well 
be that the British market would lose a lot of its continental business. He would 
like all members to go home and to consider carefully the problem of finding <« 
way by which members of the Union could co-operate together and find a means 
to provide a sound aviation insurance market for the world, without having to 
resort to stupid and cut-throat methods of competition. 

The Chairman said that the remarks of Mr. de Vlaming forcibly supported 
what had been said by Mr. Al Smith in his report. It was not for him as chairman 
to take a definite stand on this delicate matter, but he hoped that all delegates 


ee 
would feel that the remarks both of Mr. Al Smith and of Mr. de Vilaming gave 
food for thought and should be carefully considered. Certainly what had been 
said represented the general views of the majority of the members of the Union. 

The Chairman then said that there were two other matters to raise under the 
heading of Any Other Business. 

In the first place he had been asked by Mr. Briner of the Marine Insurance 
Union to ascertain the practice of Union members as regards aviation cargo in- 
surance, and the question of competition between aviation and marine insurers 
for this type of business. 

Mr. Al Smith said that it would be interesting to know how many members 
under-wrote this type of business, and a show of hands indicated the French, 
English, Italian and Czechoslovakian members did so. 

Mr. Porte said that it was an important question for France because they had 
different laws for marine cargo insurance and for aviation business. He felt 
that it was very desirable that marine and aviation insurers should come to 
some agreement on this class of business, and that the matter should be consid- 
ered before the next meeting, either by the Underwriting Committee, or by a 
Special Sub-Committee. 

The Chairman agreed and suggested that members should send in their views 
on this subject and that it should be left to himself and the vice president to 
refer it either to the Underwriting Committee, or to a special Sub-committee. 

Agreed. 

The Chairman then raised the question as to whether I. C. A. O. and I. A. T. A. 
should be invited to send observers to I, U. A. I. meetings. As members knew, 
the I. U. A. IL. was often invited to send observers to their meetings, and the 
question arose whether the Union ought not to reciprocate. His own view was 
that it would have certain disadvantages, but he would like to have the views 
of members on it. 

Captain Lamplugh said that he thought it would be undesirable to invite them 
as observers. One of the advantages of the Union was that members could dis- 
cuss matters on a frank, informal and confidential basis. This advantage would 
be lost if there were official observers from bodies such as I. C. A. O. and 
I. A. T. A. present at the meeting. 

The Chairman expressed his agreement and suggested that it should be left 
to the discretion of the member acting as host to invite their national I. C. A. O. 
and I. A. T. A. delegates to social functions in connection with the meetings 
which would provide useful social contacts, but that they should not be invited 
as official observers to the general meetings. 

This was unanimously agreed. 

The Chairman said that he had been asked by the Winterthur to raise one 
specific point in connection with the new I. A. T. A. conditions as follows: 


“New I. A. T. A. Conditions of Carriage 


“The new conditions do not any more provide that the carrier shall not be 
liable if damages to goods and baggage were occasioned exclusively by an error 
in piloting, in the handling of the aircraft, or in navigation. (Article 20, para. 
2, of the Warsaw Convention). 
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“The Swissair is not prepared to assume the aggravated liability resulting for 
the carrier from this charge, and will discuss this matter further with the 
I. A. T. A. They may decide not to drop the exemption even though no other 
Company should follow suit’. 

“The Winterthus would like to know the conditions of carriage which are 
applied in other countries, not only because the Swissair is also liable for damage 
to goods and baggage taken over from other carriers, but also for general reasons. 
He therefore would be grateful to receive from members replies to the following 
questions : 

“(a) Did the previous conditions of carriage of your national airlines 
contain the above mentioned exemption? 

“(b) What do the new conditions provide in this respect? Are the new 
I. A. T. A. conditions already in force, or is their application planned in the 
near future? 

“(c) Are there other provisions stipulating a liability beyond that of the 
Warsaw Convention?’’. 

If members agreed he proposed to have this questionnaire duplicated and 
circulated to members and to ask for their comments in due course. 

Agreed. 

The Chairman in conclusion said that he wished to express the appreciation 
of all members for the excellent work done by the Central Office, and par- 
ticularly for the work of Miss Bett. 

Applause. 

Mr. George Orr asked to be allowed to express the appreciation of all members 
for the magnificent organisation and hospitality of the Dutch Pool as the hosts 
and organisers of the meeting. 

Applause. 

The Chairman asked to be allowed to add that this was a point which he 
had not overlooked, and was one to which he would be referring specifically 
in his speech at the concluding banquet that evening. 

The meeting closed at 11:55 a.m. 


INTERNATIONAL UNION OF AVIATION INSURERS—-MEETING HELD IN VENICE 
SEPTEMBER 8, 1952 
Present 
selgium: Compagnie Belge d’Assurances Aviation S. A.—Monsieur A. de 
Walque. 

France: Association Generale des Societes d’Assurances contre les Accidents 
Monsieur A. Cannet, Monsieur G. de Beaucorp, Monsieur E. Duchez, Monsieur 
R. Gravelin, Monsieur L. Porte, Monsieur J. Veron. 

Germany: The Deutscher Luftpool—Dr. H. H. Wimmer, Herr H. von Tyszka. 

Great Britain: 

Aviation & General Insurance Co., Ltd.—Mr. L. Murray-Stewart, Mr. W. J. 
Floyd. 

Aviation Insurance Offices Association—Mr. G. E. Clair. 

The British Aviation Insurance Co., Ltd.—Captain A. G. Lamplugh, Mr. L. R. 
Johnson. 

Holland: De Nederlandsche Luchtvaartpool N. V.—Mr. W. de Viaming. 

Italy: Consorzio Italiano di Assicurazioni Aeronautiche—Dott. B. de Mori, 
Colonel A. Vetta, Ing. G. Pedace. 

Scandinavia : Den Nordiska Poolen for Luftfardforsakring. 

Finland: Finsk Flygforsakringspool—Mr. V. F. Nygren. 
Norway : Norsk Flyforsakringspool—Mr. Per M. Hansson. 

Sweden: Svenska Flyforsakringspoolen—Mr. C. Juhlin-Dannfelt, Mr. Ake 
Hammarlund. 

Switzerland: Accident & Casualty Insurance Company of Winterthur—Dr. G. 
Hasler, Dr. W. Meyer. 

Swiss Reinsurance Co.—Mr. V. Tisi, Mr. M. Degen. 

Zurich General Accident & Liability Insurance Co., Ltd.—Mr. D. Hagmann 
(in the chair). 

United States of America: United States Aviation Underwriters, Inc.—Mr. 
A. J. Smith, Mr. Carl Fisher, Mr. W. J. Van Hoven. 

Observers: Lloyd’s Aviation Underwriters Association—Mr. C. H. Ward. 
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In attendance: Mr. Alan Goodfellow, lega) adviser; Miss M. G. Bett, central 
office. 
THE MEETING OPENED AT 10 A. M. 


The President opened the eleventh Annual General Meeting held in the Board 
Room of the Assicurazioni Generali, Venice, and asked Dr. de Mori to say a 
few words. 

Dr. de Mori welcomed the delegates to Venice in a well chosen speech and 
introduced Mr. Romagnoli, Vice President of the Assicurazioni Generali, and 
Mr. Omassini, both of whom made their speeches of welcome. 

The President responded to the speeches of welcome and expressed the thanks 
of the meeting for the generous arrangements and hospitality of the Italian 
hosts. 

After the official photographs of the meeting had been taken 

The President referred to— 


Item No. 2 of the agenda—Welcome of new members and apologies for absence 


He welcomed the delegates who were attending an I. U. A. I. meeting for 
the first time, namely Mr. Ward, the new President of Lloyds Aviation Under- 
writers Association, Ing Pedace and Colonel Vetta of the Consorzio Italiano, 
Dr. Meyer of the Winterthur and Mr. Tisi of the Swiss Re. 

He reported apologies for absence from the New India, the Irish Insurance 
Corporation, the Misr Insurance Company of Egypt and the First Bohemian 
Bank of Czechoslovakia, all of whom had expressed their regrets at not having 
been able to send a delegate. 

The President then asked that in view of the new voting rule, which gave 
only one vote per member, the delegates should sign on the list which was being 
circulated, underlining the name of the delegate who would exercise the vote 
for each delegation. 


Item No. 1 on the agenda—NMinutes of the previous meeting 


On the proposal of the President the minutes of the last annual general 
meeting were ubanimously approved. 


Item No.3 on the agenda—Hlection of new members 


The President said that as this was a domestic matter he would ask the 
observers to withdraw while it was being dealt with. 

The observers withdrew accordingly. 

The President then proposed the re-admission of the Deutscher Luftpool, which 
had already been fully discussed between members, and to which he understood 
that there was now no objection. 

The readmission of the Deutscher Luftpool was unanimously agreed and their 
delegates, Mr. Yon Tyszka and Dr. Wimmer joined the meeting and were wel- 
comed by the President. 

The Vresident proposed the election of the Nieuwe Eerste Nederlandsche. He 
reminded members that this was a case of an independent Company applying 
for membership when the country concerned was already represented by an 
Aviation Insurance Pool. This matter had already been discussed by members, 
and by a large majority it had been decided that such a Company might apply 
for membership. To be on the safe side he had consulted the Dutch Pool before 
putting the application forward, and he would ask Mr. de Vlaming whether he 
was prepared to support the application. 

Mr. de Vlaming said that the application had the full support of the Dutch 
Pool. Although the N. E. N. were not members of the Dutch Pool their business 
relations were of a cordial nature, and he was sure that they would prove an 
asset to the Union. 

Mr. Cannet said that while the French delegation had no objection to the 
N. E. N. as a Company they wished to be put on record as objecting to the 
principle of the election of an individual Company when the country was already 
represented by an Aviation Insurance Pool. Such an election could only be 
justified by special circumstances, and as a matter of general principle the French 
delegation were opposed to it. 

The President said that their objection in principle would be recorded and 
could be further discussed under item 19 of the Agenda if required. He then 
proposed the election of the N. E. N. 

The Nieuwe Eerste Nederlandsche was unanimously elected to membership. 








550 THE INSURANCE INDUSTRY 


The President then put forward the application of Aero Associates Incorporated 
of New York. He explained that the proposal was supported by Mr. Murray 
Stewart of the Aviation & General Insurance Company Limited, but had been 
opposed by the U.S. A. 1. G. 

He would therefore ask Mr. Al Smith to state the objections of the U. S. A. I. G. 

Mr. Al Smith said that when he first heard of the application of Aero Associates 
for membership he thought that it must be some sort of a joke since in his view 
they were really brokers and not Underwriters. If Article 5 (c) of the Statutes 
of the I. U. A. I. permitted the election of brokers to membership then he could 
not raise any objection, but unless it did so he had serious objections to raise. 

In the first place, therefore, he would like to ask the President for a ruling on 
this point. 

The President said that he did not think there need be any discussion on this 
point. He referred to the Minutes of the Meeting of March 1935 when the point 
was raised on the application of the Societe Mutuelle and quoted the words of 
the President, Captain Lamplugh, on this occasion as follows: 

“If you remember they (the Mutuelle) applied for membership before and their 
application was considered at our last meeting when we decided to refer it back. 
I have had a discussion with M. Henri regarding the application of the Mutuelle 
and his Association (the Association Generale) are disinclined to support the 
application at the moment on the grounds that the Mutuelle are not really an 
Insurance Company and to a very large extent undertake business as brokers 
rather than Underwriters. Their actual holding is comparatively small, and 
their own retention is, I believe, about 10% of each and every risk under- 
written. In view of the opinion expressed by the Association Generale I am 
proposing that this application is not proceeded with at this meeting, and is not 
further considered until Societe Mutuelle satisfies the Association Generale of its 
credentials.” 

The President said that he did not yet know whether the case of Aero Associates 
was on all fours with that of Societe Mutuelle, but he thought that the opinion 
expressed by the President in 1935 and unanimously accepted by members made 
it clear that Brokers as such were not considered to be eligible for membership. 
He asked Mr. Murray Stewart to justify his support of the application of Aero 
Associates. 

Mr. Murray Stewart explained that his brother, Mr. Donald Murray Stewart, 
was the Underwriter of Aero Associates. He agreed that a firm of brokers were 
interested as shoreholders in Aero Associates, but claimed that they had no 
control in the management of the Company. He pointed out that brokerage 
houses had a shareholding interest both in the Aviation and General Insurance 
Company and in the British Aviation Insurance Company. He also pointed out 
that for years the I. U. A. I. had been hoping that Lloyds would become members 
of the Union and that practically all Lloyds Syndicates were managed by brokers. 
He thought that the Union should be consistent in its approach to the problem. 
The executives and executive staff of Aero Associates were not new to the aviation 
market. His brother had become the chief Underwriter of the Aero Insurance 
Underwriters when he (L. Murray Stewart) left over eighteen years ago to form 
the Aviation & General, and when Aero Insurance Underwriters dissolved his 
brother took with him a lot of the key men to form the new Aero Associates 
Company. In his view the interest of brokers in the new Company was purely a 
question of capital investment. 

The President said that the discussion was drifting from the general to the 
particular. Ie thought that in the first place the meeting must settle the ques- 
tion of principle as to whether brokers as such were eligible for membership. He 
thought that the general sense of the meeting was that they were not eligible, and 
asked for confirmation on this point. 

It was unanimously agreed that brokers as such were not eligible for mem- 
bership. 

The President said that the next question for decision was as to whether in 
this particular case Aero Associates represented a brokerage house to an extent 
which made them for practical purposes equal to brokers. If so, they could not 
be accepted as members. If, on the other hand, the meeting was satisfied that 
they were genuine underwriters then they should be accepted unless there were 
good reasons against it. 

He then read the questions submitted by the Central Office to Aero Associates 
Inc. and their answers as follows: 
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Q. 1. Who are the stock-holders of Aero Associates Inc. and in what propor- 
tions? 
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Mr. Al Smith interposed to explain that the Markels had a controlling interest 
in the American Casualty & Federated Company. If he remembered rightly there 
were two Companies involved, the American Iederated and the Eagle Star, the 
latter being already represented in the I. U. A. I. through the Aviation Insurance 
Offices Association. 

After discussion with the President he agreed that it would appear from the 
answer to the question that Stewart Smith & Co. had not got a controlling interest 
in the firm, but only a 50 percent interest. 

Q. 2. Who are the officers of Aero Associates Inc. ? 

A. D. Murray Stewart, President; John T. Byrne, Vice President; G. de Witt 
Heleomb Junior, Vice President ; Milten t.. Markel, Vice President and Secretary ; 
Raymond C. Thompson, Assistant Secretary; Howard G. Heil, Assistant Secre- 
tary; Mrs. Charlotte Murphy, Treasurer; John H. Hammond, Assistant 
Treasurer. 

().3. Who are the officers of Stewart Smith & Co. of New York? 

A. Donot know. The question appears irrelevant. 

q. 4. Are any of the officers or stock-holders of Aero Associates Inc. licensed 
as insurance brokers in any State of the United States? 

A. In order to operate aus Underwriting agents under the New York State 
Insurance Laws Aero Associates Inc must have a license, and at least one officer 
must have an agent’s license. The unders.gned (Mr. D. Murray Stewart) is the 
only principal of the firm holding an agent’s license. 

Mr. Al Smith interposed to point out that the question referred to a Broker’s 
licence as distinct from an agent’s licence, and that this particular question there- 
fore had not been fully answered. 

Q. 5. Does Stewart Smith & Co. Ine. or any of its officers own directly or in- 
directly part of the stock of Aero Associates Inc.? 

A. Answered in Question No. 1 above. 

Q. 6. Do any of the employees of Aero Associates Inc. perform services from 
time to time for Stewart Smith & Co. Inc. with or without separate remuneration 
therefor? 

A. No. Never. 

The President said that that was a complete list of the questions and answers. 

Mr. Goodfellow queried as to whether any enquiry had been made about the 
nature and extent of the aviation insurance business of Aero Associates and as to 
their own retention. It had been customary to give these particulars to the 
meeting when a new member was proposed for election. 

The President said that he had the balance sheets and accounts of Aero 
Associates from which he read the following particulars : 

Date of Foundation: July 1, 1949. 

Countries in which the applicant carriers on the business of direct aviation 
insurance: Western hemisphere. 

Average net annual premium income from aviation insurance in the past 2 
years: Direct, $2,000,000; reinsurance, no answer; net retained premium for 
the last 2 years, direct, not quite $500,000. 

Mr. Al Smith said that on the figures given it would appear that the net reten- 
tion of Aero Associates was approximately 10 percent. 

The President then read a confidential report which he had received from a very 
reliable source dealing with the general standing of the applicant which ended 
with the sentence: 

“What seems essential is the fact that the biggest part of the business is 
reinsured in London, and therefore Aero Associates are merely a facade for the 
brokers behind them.” 

He added that he had looked up in Best’s insurance list the standing of the 
two American firms referred to by Al Smith and had found that they were 
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rated “B” in the operational section and “AA” in the financial section, which put 
them just about in the middle, and gave no grounds for objection under this head. 

Mr. Al Smith said that his position was an embarrasing one, particularly be- 
eause both Lindsay and Donald Murray Stewart were personal friends of his. 
Nevertheless, he must speak frankly. It has been said that brokerage houses 
had a shareholding interest both in the B. A. I. C. and in the Aviation & Gen- 
eral. He knew that was correct, but he felt pretty certain that any such in- 
terest was small as compared with the 50 percent interest of Stewart Smith & 
Co. in Aero Associates. Moreover, he did not think that the brokerage houses 
concerned had any say in the direction of operations of the two British Com- 
panies, whereas the offices of Stewart Smith & Co., Inc., and that of Aero As- 
sociates were one and the same; namely, 116 John Street, New York City. 

Mr. Murray Stewart interposed to say that this was incorrect. Originally, 
the office of Aero Associates had been in the same building as that of Stewart 
Smith & Co., but they had now moved. 

Mr. Al Smith continued that nobody could deny that Stewart Smith & Co. 
were brokers. They were represented in New York by Mr. George Stewart and 
a Mr. Collins, both of whom held broker’s licences. It was admitted that 
Stewart Smith & Co. had a 50 percent shareholding interest in Aero Associates 
Ine. .Mr. George Stewart went round soliciting business for Aero Associates, 
dealing direct either with the insured or with the insured’s broker, and had 
taken many accounts from the U. S. A. I. G. Having got the business he gave 
to Aero Associates as much as they could retain, and placed the rest in the Lon- 
don market. The members of the I. U. A. I. were not just an aggregation of 
names ; they were personalities, and a great deal of the success of the I. U. A. I. 
depended on the personal relations between the members. In considering the 
application of Aero Associates therefore one must consider not only the Com- 
pany itself, but the personalities behind it. One of those personalities was Mr. 
George Stewart, who was essentially a broker. No-one could laugh off a 50 per- 
cent sharebold interest. If they elected Aero Associates they would be electing 
a firm which was half broker and half underwriter, and if they were elected he 
was reasonably certain that the Union would not get the half with the head 
on it. 

Mr. Murray Stewart disagreed. His impression was that Aero Associates only 
got part of their business from Stewart Smith & Co. and that much of it did 
come from that firm at all. 

Mr. Al Smith cited examples of accounts which they had lost to the com- 
bined “broker-cum-underwriter” Association. 

Mr. Murray Stewart said that he did not feel that domestic difficulties should 
be. allowed to fog the issue as regards the international aspect. 

Mr. Al Smith said that the basic point was not a domestic issue, but a ques- 
tion of whether the Union wished to admit brokers to membership. In his 
view, if they elected Aero Associates that was what they would be doing. 

Mr. Juhlin Dannfelt suggested that the application should be referred back 
to the next meeting. In view of the attitude adopted by the U. S. A. I. G. he 
felt that it was impossible to have an immediate vote on the question. In any 
case it would call for a secret ballot and he felt that it would be far wiser to 
postpone a decision. There were already precedents for such a course. 

The President supported this point of view. The meeting was faced with a 
dilemma ; two very good friends and members of the Union, Mr. Al Smith and 
Mr. Murray Stewart, had expressed diametrically opposed views on the subject. 
He had the power to put the matter to the vote, but he felt that it would be 
unwise to do so. There was another point ; Aero Associates were a comparatively 
new Company, not yet three years old. Mr. Al Smith maintained that they were 
obtaining business by cutting rates. 

Mr. Al Smith interposed to say that he was not making an issue of this 
point. 

The President. continued that it might. be wise to wait a little while in order 
to see, how the business of Aero Associates prospered. It would be wise to wait 
at least a year, and perhaps a little longer, during which time members could 
make their own enquiries and form their own judgments as to whether Aero 
Associates came into the same category as the Mutuelle when the application of 
the latter was rejected. 

Mr. Murray, Stewart interposed to say that he was afraid that if the applica- 
tion were deferred indefinitely it would, be withdrawn and would not be renewed. 

Captain Lamplugh suggested deferment for 12 months. 
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The President supported this proposal. 

Mr. Juhlin Dannfelt supported this and suggested that for the benefit of 
those members who, owing to language difficulties, might not have fully under- 
stood everything which had been said in discussion, the Minutes should contain 
a full report of the debate. 

The President raised the question as to whether the shorthand transcript 
should be included in the Minutes or should be circulated separately as a confi- 
dential document. 

Mr. Goodfellow pointed out that the Minutes of the meeting were themselves 
a document strictly confidential to members. 

The President said that in that case the debate should be reported as fully 
as possible in the Minutes. 

Mr. Al Smith suggested that as an alternative to deferment the question of 
the eligibility of Aero Associates might be referred to a small subcommittee, say, 
of three members, subject if necessary to a final vote by the meeting. If this 
were done he thought that the subcommittee might be formed at once and the 
matter further discussed during the second day of the meeting. 

Mr. Murray Stewart supported this suggestion. 

The President said that while he had no objection to this, he preferred Mr. 
Juhlin Dannfelt’s proposal to defer a decision so that all members had an 
opportunity to consider the Minutes and to make their own decisions on the 
matter. 

Mr. Goodfellow in his capacity as legal adviser said that he thought that it 
was clear from the answers of Aero Associates that the extent of their busi- 
ness brought them within the qualification for membership. Both the amount 
of their business, and their net retention were as good as, or better than, the 
figures for several existing members at the time of their election. There was 
nothing in the Statutes or Internal Regulations which prevented the election of 
a new member merely because an existing member from the same country 
opposed it, and had Mr. Al Smith’s objections been based merely on the fact 
that Aero Associates were cutting rates and taking business from them, he did 
not feel that they could have been sustained. The objections, however, went 
deeper than that, and the suggestion, which was supported from an independent 
source, was to the effect that Aero Associates were really brokers in disguise. 
While there was nothing discreditable about that, it would be a good reason 
for rejecting their application. Furthermore, although the rules contained noth- 
ing on the point, it had always been the practice where the Union already con- 
tained a member from one country to refer any new application from the same 
country to the existing member or members for their views, and the Union 
would be creating a new precedent if it accepted such an application in the face 
of the strong objection of the existing member. For this reason he felt that it 
would be wiser to accept the proposal of Mr. Juhlin Dannfelt to refer the 
application back to the next meeting. 

The President expressed agreement with Mr. Goodfellow. He did not per- 
sonally feel that the appointment of a sub-committee would be very practicable. 
Members should have time to consider the matter, and the balance sheet and 
accounts of the Associates should be duplicated and circulated to members for 
this purpose. Unless therefore Mr. Murray Stewart insisted on a vote he felt: 
that it would be better to defer the question to the next meeting. 

Mr. Murray Stewart said that he would abide by the feelings of the meeting. 
He certainly would not insist on a vote on the application, which would be 
creating a new precedent. 

The President asked whether there was any objection to the question being 
deferred to the next meeting. 

No objection. 

The application for membership of Aero Associates, Inc., was accordingly 
deferred to the next meeting. 

The President said that there were no other applications for membership, but 
he would like to refer to the question of the Spanish Pool. Dr. de Mori at the 
last moment had sent a cable to suggest that the head of the Spanish Pool 
should be invited to attend the meeting as an observer. If the suggestion had 
been made two or three weeks earlier he would have been glad to have accepted 
it, but he felt that at this late stage it would have been considered contrary to 
Spanish etiquette to issue an invitation. The Spanish Pool had only commenced 
business this year and he thought that when they had completed their first year 
of business and had got the accounts out they should be approached on the 
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question of membership. He understood that Mr. Juhlin Dannfelt had been in 
Spain recently and had been in touch with the Spanish Pool and would like his 
views. 

Mr. Juhlin Dannfelt said that he had not been able to meet the head of the 
Spanish Pool while he was in Spain. He had had talks with two other executives 
of the Pool. One of them had told him that they were not doing very much 
business yet, and that in his personal opinion it would be at least a couple of 
years before they could show a balance sheet and accounts which would justify 
an application for membership. 

Mr. Porte said that he had received a letter from them to say that they would 
like to become members of the Union, but could not yet produce a balance sheet 
since they had not yet completed their first year of operation. The Pool was 
really owned by the Agaripacion de Aseguradores de Riesgos de Aviacion, and he 
wondered whether they could not be accepted as members. 

The President thanked Mr. Porte and suggested that either the Central Office 
or the new President should get into touch with the Agaripacion to go into the 
matter. 

Agreed that contact should be made by the central office or the new president 
with the Agaripacion on the question of membership. 


Item No. 4 on the agenda—President’s report 
4 


The President said that at the end of his term as President he would like to 
give a summary of his impressions on the work of the Union and of the problems 
which face it. The report read as follows: 

“Since the Brussels meeting, at the end of which I took office, five new mem- 
bers representing five countries (the New India, the Insurance Corporation of 
Ireland, the Aviation Insurance Offices Association, the Deutscher Luftpool and 
the N. E. N. of Holland) have become members. In all there are now eighteen 
members representing sixteen countries of the Union counting the Northern Pool 
as one member representing four countries. In Western Europe only Spain and 
Portugal are missing, but our overseas representation is still inadequate. 

“Whether or not a more numerous representation, particularly from Latin 
America and from Eastern countries, should be aimed at depends on the kind of 
work which the Union want to do. From the angle of technical insurance prob- 
lems additional members from countries where the aviation insurance market 
is not particularly developed may not be of great advantage. On the other hand, 
when we come to the question of claims, and particularly to the influence which 
we are trying to take in the shaping of international conventions, then a stronger 
overseas representation would indeed be desirable. 

“As far as the work of the I. U. A. I. is concerned it may be helpful to di- 
vide it roughly into four main sections: 1. legal work; 2. underwriting; 3. in- 
ternal organisation; and 4. miscellaneous. I hope that you will agree with me 
that the legal work has always been accomplished satisfactorily. In this re- 
spect a special tribute is due to our legal adviser, Mr. Alan Goodfellow, whose 
great technical knowledge, coupled with his keen interest in the I. U. A. I.’s 
affairs, has produced results as good as could be expected in adverse circum- 
stances. If many of the insurers’ wishes could not be carried through in these 
International Conventions, the blame cannot be put on his efforts. 

“That in the underwriting section we have not yet arrived at the desired de- 
gree of efficiency and co-operation must be due to the relatively short period dur- 
ing which our Union has devoted attention to these matters since the war. I] 
have no wish to repeat my remarks of last year on the importance of this sub- 
ject. May it suffice to say that a great and most important field still awaits de- 
velopment by our Union. I hope that in future years these problems will re- 
ceive—both from our officials and from individual members—the attention which 
they deserve. 

“Our statistical work I consider not so much as an independent section, but as 
a sub-section of underwriting, because statistics are no value to us by themselves, 
but merely so far as they are of practical use in helping to assess the risk. This 
matter is still in its infancy and will need further development in the future. 

“A large amount of our work—too large a proportion—has in these past years 
been devoted to questions of internal organisation. We can, of course, put 
forward the excuse that after the war our Union had to be reconstructed to 
some extent and that development made it necessary for us to adapt our organ- 
isation to changed conditions. I had hoped that through the revision of our 
Statutes and Internal Regulations at our last Annual Meeting we had for some 
time at least put the finishing touches on this work. Unfortunately these hopes 
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have proved to be wrong. Members seem to take an uncanny interest in raising 
internal problems. I must warn the future President that unless this meeting 
brings about a change an unavoidable amount of his time will be taken up in 
dealing with internal problems of minor importance. There is nothing wrong 
with the wish to put one’s house in order. Every business man needs an efli- 
cient organisation, but it can be overdone to the detriment of the outside work 
which the Union should do. May I ask members to be broadminded and tolerant 
in such questions? Our work is dependent on the mutual good-will of members 
and if this good-will is present the details of procedure are of minor importance. 
I would recommend that the framework of the Union be left alone for a few 
years during which time we should concentrate on practical work. There are, 
of course, various problems which at some time will have to be dealt with. For 
instance, the creation of a permanent secretariat, the introduction of a form 
of associate membership for brokers along the lines of the International Marine 
Insurance Union, ete. etc., but let us deal with these problems when we can, 
though I am convinced that our present organisation will serve our needs at 
the present, and need not be dealt with for some time to come. 

“That deals with three of the main sections; there is no need to Comment on 
the fourth—the miscellaneous section. By necess ty there will always arise a 
certain amount of odas and ends that en organization such as ours must deal 
with. 

“In conclusion let me state that I would like to see the I. U. A. IL. become 
more and more of a clearing house for all the troubles with which aviation 
insurers are beset. We should be the forum before which every member can 
bring what seems to be of interest to our profession, whether in writing during 
the course of the year, or at our annual meetings. These latter, besides pro- 
viding an opportunity for the exchange of technical information, have also 
another function, namely to provide a platform where competitors can meet 
in a detached atmosphere, from which the heat of competitive friction is absent. 
Being thus able to meet in a circle that radiates friendliness, we may find that 
the other fellow is not so bad as we have pictured him. The better we under 
stand each other, the closer we shall come to that degree of reasonable coopera 
tion which is necessary to keep in good shape the boat called ‘aviation insuran 
in which we are all travelling.” [Applause.] 

Dr. de Mori said that he had no comments to make but that he would like 
to express to the President the Union’s gratitude for the hard work which he 
had put in to all sections of their activity during his term of office. On the 
technical and legal section he thought that he should add the gratitude of the 
Union to their legal adviser, Mr. Goodfellow, and their colleague, Mr. Gravelin, 
for their good fight in Rome to support insurance interests against the large 
number of international lawyers whose views were not always favourable to 
insurance interests. He thought they owed a great deal of thanks to their 
legal adviser and to Mr. Gravelin for their very good work. He was there in 
Rome, and could say that it was very difficult for them to have achieved results, 
and that what results had been achieved were attributable to their hard work. 
[Applause. ] 

Item No. 5 on the agenda—Reports on national markets 

The President said that he was glad to report that practically all the countries 
had sent in their reports in good time as agreed last year. Only the reports 
from India, Ireland and Czechoslovakia were outstanding. It was a great 
improvement on the position last year. He called for comments. 

Mr. Goodfellow said that he thought that the way in which the U. S. had 
framed their report was particularly informative and helpful. He did not know 
whether other members agreed, but he felt that their report might well serve 
as a model. 

Dr. de Mori said that if he remembered rightly he had proposed at the last 
meeting that there should be a model form for these reports, not laying down 
absolute rules, but for the general guidance of members. He thought it would 
be useful for the President to invite some guidance on this subject. 

The President said in his opinion conditions in the various markets varied so 
much that it was not possible to take any particular report as a model, but that 
obviously by reading the various reports members would form their own stand- 
ards as to the form which the report should take. He personally would like 
to mention the United Kingdom report as being particularly helpful this year 
as it had been the year before. 
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There was one query he would like to raise—in the U. S. report reference was 
made to Airport Liability Insurance and to a loss in connection with refuelling 
operations. He wouid be very grateful to have further information about this 
claim. 

Mr. Carl Fisher said that it related to a fire at the Idlewilde International Air- 
port during the refuelling of a Constellation aircraft. It was a matter of some 
concern to the U. S. A. I. G. because it was a pointer as to what might be expected 
in the future, and caused them to revise their views about the rating of this 
type of risk. They felt that it was absolutely essential to charge a premium 
rate which would permit of a fund being accumulated to deal with serious claims 
of this nature which might be expected. 

In the case in question a T. W. A. Constellation was being refuelled at the 
Airport. The refuelling equipment used was a trailer truck. The pumping 
operation was done by a small gasolene engine at the rear of the trailer, and not 
by the truck engine itself. They had found on investigation that about 90 percent 
of the fuelling equipment in current use in the U. 8S. A. was of this type. There 
was a serious question as to whether the engine concerned could be properly 
protected against the risk of fires of the type which occurred in this case and they 
were still working on the problem. The only sure way that they could see was 
to have the tank and the truck as one unit doing the pumping operation from 
the truck engine itself so as to keep it well away from the point where the gasolene 
was being fed into the plane. He had noticed at the London Airport on this 
trip that they had a separate unit operating between the tank truck and the 
aeroplane which might prove to be the solution. In the Constellation case the 
fire had resulted from the fracture of one of the fuel lines with the result that 
petrol spread over the tank engine on the trailer and fire ensued which travelled 
over the wing of the aircraft. Some people had criticised the fire department for 
opening the doors of the cabin which allowed the fire to spread into the cabin, 
but he was not sure that it had really contributed much to the loss. 

Captain Lamplugh raised the question as to whether members present had 
been asked to agree to refuelling operations while the passengers had remained 
on board. It was becoming the practcie during short night stops for refuelling 
to permit passengers to remain asleep on board and the B. A. I. C. had had to 
agree to this in certain circumstances. He would like to know the practice in 
the U.S. A. 

Mr. Car! Fisher said that it was left to the discretion of the Air Line Opera- 
tors and they had no stipulations in their policy on the subject. 

The President querried whether the point ought not to be taken up with the 
I. A. T. A. He felt that it was most undesirable that passengers should remain 
asleep in the aircraft during refuelling operations. 

Mr. Al Smith said that he thought that this was impracticable. In answer 
to a question by Captain Lamplugh he said that it was the general practice for 
passengers to remain on board during night stops for refueling and that air line 
operators would not be able to sell their sleeping accommodation if they insisted 
on turning the passengers out every time the aircraft refuelled. Even during 
daylight refuelling stops it was quite common for the passengers to remain on 
board. 

Captain Lamplugh said that that was contrary to the standard practice in 
Europe. 

Mr. Per Hansson said that the Northern Pool had always stipulated that 
passengers should be disembarked during refuelling, but there was a growing 
objection to it on the part of passengers, and he thought they would only be 
working against the stream if they tried to introduce a policy condition to this 
effect. 

Captain Lamplugh said that it was not a question of a policy condition, but 
of agreement between the underwriter and the insured as to what could rea- 
sonably be permitted in the interests of both parties. 

The President and Mr. Hansson thought that it would be very useful if the 
wording of any such agreement could be circulated to members and Captain 
Lamplugh agreed to do this through the Central Office. 

Mr. Goodfellow said that on the question of annual reports there was one 
which might very usefully be dealt with in the next year’s reports from the 
U. S. A. and the U. K. He referred to the recent series of third party (Public 
Liability) disasters which had occurred at Elizabethville and Farnborough. In 
referring to these at the Rome conference he had said that he believed that the 
eost of these claims would amount to several times the total annaul premium for 





n 4 


Seer? OURDE 


~~ 


aS e SU ae 


lid ee Ae ee | 


wwe vr 


“= 


THE INSURANCE INDUSTRY 557 


this class of risk, but that was only guesswork on his part, and he felt that it 
would be most helpful if members could have some figures in this connection, 
that was to say, the cost in proportion to the annual premium income, included 
in next years’ reports. 

The President raised a point on the report of the A. I. O. A. with reference 
to their contacts with the British Government Authorities in connection with 
International Conventions. He would like to have confirmation that in con- 
nection with these discussions the A. I. O. A. worked in close ocoperation with 
the Central Office of the I. U. A. I. so as to ensure that the views expressed 
were not at variance with those of the Union. 

Mr. Clair said that the matter was a little delicate because they (the A. I. O. A.) 
worked jointly with Lloyds Aviation Underwriters Association in these matters. 
Generally speaking their joint views were put forward to the British Government 
by two members, usually by himself representing the A. I. O. A., and by Mr. 
Crowe, who was well known to members, representing the L. A. U. A. It was 
not always possible to press the British Government into going as far as the 
I. U. A. I. might wish to go, but he could assure the President that they were 
careful never to put forward anything which was inconsistent with the views of 
the I. U. A. I. 

Dr. Wimmer asked whether it would be possible for the Deutscher Luftpool 
to be supplied with copies of this year’s Annual Reports from the various markets 
which would be of great assistance to them. 

The President agreed that there would be no objection to this. 

Mr. Per Hansson said that last year Dr. de Mori had raised the question of 
liability for mechanical breakdowns and that this point had been submitted to 
the Underwriting subcommittee. He had not seen the report of the Underwrit- 
ing subcommittee on this point, but he noticed from the London report that it 
was the problem of consequential loss following mechanical breakdown which 
was giving concern both to the British Companies and to Lloyds. He understood 
that Lloyds had made an amendment in their standard policy form in this con- 
nection, but that its use was not mandatory. He did not wish to raise a lengthy 
discussion on the matter, but the Northern Pool would like to have some guidance 
as to the general practice. 

The President queried whether this should be dealt with in the next item of 
the agenda—Report of the Underwriting Subcommittee. Mr. Gravelin, through 
circumstances beyond his control had been working in Rome for several weeks 
past, and had not been able to call a meeting of the Underwriting Subcommittee. 
He suggested that the Underwriting Subcommittee might meet in the evening 
and render their report the following day. 

Mr. Gravelin explained that he had not expected to be in Rome for more than 
a fortnight, but had had to remain there for more than four weeks. He was 
quite agreeable to have a meeting of the Subcommittee and to get a report out 
the following day. 

Mr. Per Hansson said that his only reason for raising it at this stage was that 
it was dealt with on the same agenda point at last year’s meeting. 

Mr. Al Smith said that he would like to raise the question of products liability 
and loss of use. It was a difficult type of insurance and he felt that it was 
important that it should be handled uniformly by members. He asked Mr. Fisher 
to report. 

Mr. Carl Fisher said that he had no written report, but would try to give a 
verbal picture of the problem. 

In the United States they had experienced a considerable demand to cover 
the liability of manufacturers due to the grounding of aircraft, which might not 
necessarily be as the result of an accident to that particular aircraft. It was 
quite common to cover loss of use from the grounding of an aircraft following 
an accident insured under the hull policy. 

The problem arose in connection with aircraft of the same type which might 
be grounded either by voluntary action on the part of the operators, or at the 
request of the manufacturers, or on the orders of the Civil Authority. Largely 
as the result of the legal battle between Douglas Aircraft and United Air Lines 
arising out of the Mount Carmel accident in the U. S. A. manufacturers had 
become quite concerned about this type of liability. 

About two years ago the manufacturers requested a meeting with insurers 
to discuss the problem. These discussions had continued on and off ever since, 
and some progress had been made, but the problem was not yet solved. U. S. 
Wnderwriters were most reluctant to consider the writing of this type of cover- 
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age by itself, since they were accustomed to linking their liability policies 
directly to an air accident, and did not like the idea of covering liability in 
respect of other aircraft of the same type not involved in the accident. 

One thing which was happening in the U. S. A. was that the manufacturers 
were making it a condition of their contract of sale that the customer should 
indemnify the manufacturer in respect of such claims. This, however, might 
well mean that insurers would find themselves picking up losses on the air line 
accounts without any premium to show for it. 

Another development was that of the Aircraft Builders Council. The manu- 
facturers, throug: their Aircraft Industry Association, have established this 
Council and Mr. George Lloyd, whom members would remember as the head of 
Aero Insurers Underwriters, had been appointed Vice-President and General 
Manager. Some seventeen members of the Aircraft Industry Association had 
put up the money for the Council, one of the purposes of which was to investi- 
gate the matter of loss of use coverage and to tackle the question of products 
liability insurance generally. Several talks had taken place with the idea of 
getting all the interested insurers together in some sort of a Pool for the writ- 
ing of this risk in view of the amount of cover required. Another idea was 
what was called the Net Line Principle—in other words self insurance, in 
which each manufacturer would decide on the amount of his participation 
without the benefit of re-insurance. There was another idea—to cover the 
liabilities of all the manufacturers under one policy, but that had been dis- 
carded owing to brokerage difficulties. It was all still at the talking stage, but 
he believed that something would ultimately develop from it. Generally 
speaking, he thought that the more American Aviation Underwriters considered 
the products liability risk, as distinct from the loss of use risk, the less fright- 
ened they were of it. 

The President enquired as to whether it applied to American manufacturers 
only. 

Mr. Al Smith agreed but said that he understood that Major Lloyd made a 
special trip to London to explore the siiuation there. 

Captain Lamplugh confirmed this and said that Lloyd had come under the 
banner of Sedgwick Collins and had had a number of discussions. His impres- 
sion was that Lloyd was trying to get the London market to agree to include 
certain additional risks which had not been considered in the American discus- 
sions. His opinion was that Lloyd had not had much success in the Loudon 
market, and did not succeed in making any definite arrangements. 

Mr. Al Smith said he was glad that Captain Lamplugh had referred to this. 
In his view a definite distinction should be drawn between Products Liability and 
Loss of Use. The U.S. A. I. G. saw no need for anything like a world pool for 
products liability as such. The manufacturers liability arising out of an individ- 
ual accident was within the scope of any representative group to insure with the 
support of its ordinary re-insurers. It seemed, however, that Major Lloyd was 
trying to wrap two distinct risks into one cover—both the products liability and 
claims in respect of loss of use of aircraft of the same type which might be 
grounded. Here one could easily visualise a $10,000,000 loss. The initial suit 
brought by United Air Lines against Douglas Aircraft was for something like 
$7,000,000 for the grounding of their DC—6’s; American Air Lines had a similar 
claim on the same grounds arising out of the same accident so that it was 
obvious that a $10,000,000 loss was well within the picture. 

Captain Lamplugh enquired whether there was anything in the nature of a 
“sister ship” clause in use in the American market which would define whether 
the Underwriters would pay for loss on “sister ship” as distinct from loss of use 
of the aircraft involved in the accident. 

Mr. Al Smith felt that whatever the clause used and whatever it was called, if 
grounding resulted after an accident underwriters might be called upon to pay for 
loss of revenue and loss of profits. The amount of the loss would, of course, 
depend on the extent to which the Air Line was operating at a profit. If it 
occurred when the aircraft were operating at a 50 percent load factor, then there 
might of course be no claim, but if it occurred, for example, during one of the 
peak periods of the trans-Atlantic Air Lines, the loss could be very serious in- 
deed. So far as he had been able to check they had not yet had a case in the 
U. S. A. in which all aircraft of a particular type had been grounded by order 
of a Government authority. Generally speaking, it was the manufacturers who 
asked for grounding, or sometimes the manufacturers and the Air Lines themselves 
got together and agreed that it was in the public interest that all aircraft of a 
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certain type should be grounded pending investigation into the cause of the acci- 
dent. Would there be a claim in such case or not? 

Another difficulty was that Major Lloyd was endeavouring to bring into the 
picture a lot of standard parts manufacturers. He could see no sense in this 
so far as loss of use was concerned since the change of an accessory or standard 
part was normally a matter of a few hours only on each plane. He did not want to 
seem pessimistic in the matter, but he did feel that unless the problem of loss 
of use cover was approached cautiously Underwriters might find themselves faced 
with very serious losses. 

Captain Lamplugh asked that the U. 8S. A. I. G. would keep London members 
closely informed as to developments and 

Mr. Al Smith said they would certainly endeavour to do so. 

Mr. Juhlin Dannfelt said that they had had several enquiries for insurance 
against loss of profit following an accident to an aeroplane and enquired whether 
this type of insurance was written in the U.S. A. or London. 

Mr. Al Smith said that a distinction must be drawn between loss of use 
(which is similar to the loss of occupancy clause used in fire insurance business) 
and loss of profits. Of the former type the U. 8S. A. I. G. had insured one such 
risk to cover all loss of revenue on an air line account during the period of 
repair, subject to a special formula in the policy. On this basis the risk pre- 
sented no particular problems, but loss of profits in connection with an Air 
Line Company was a rather tricky problem owing to the number of factors 
involved. 

Mr. Per Hansson said that he had also wished to raise the same question. In 
all other branches of insurance such as fire, marine, machinery, etc. the insur- 
ance of what was called consequential loss was carried out on a large scale. 
Settlements were admittedly tricky and called for experienced assessors, but he 
could not see that the problem was any more complicated in aviation than in 
respect of marine or other types of operation and he was astonished to find that 
it had not been more fully developed in aviation insurance. 

The President suggested that this was due to the fact that there were com- 
paratively few aircraft in relation to the number of risks carried by the fire, 
marine and other similar departments. In aviation the risk was big, but the 
spread of the risk was small. It was therefore difficult to get a premium rate 
which the traffic would bear. 

Mr. Clair said that while they had done a certain amount of this type of 
business, operators generally were not prepared to pay an economic rate. It 

yas essential in his view that where consequential loss was covered it should 
be with the same insurers as were covering the accident risk on the hull. It 
was not workable on any other basis. 

The President summed up the debate and said that a distinction must be drawn 
between the products liability risks of the manufacturers and the consequential 
loss risks underwritten in conjunction with the accident insurance of a hull. 
The latter was of interest to all members, and was one which all members could 
usefully study together. The former affected mainly the New York and London 
insurance markets at the moment, but he was sure that all members would 
be interested to hear of developments. He suggested that the debate be wound 
up, but that it should be reopened if any member so desired when the meeting 
dealt with underwriting points the following day. 

This was agreed. 


Item No.7 on the agenda—Claims analysis 


The President reminded the meeting as to what had occurred at Amsterdam. 
It had been agreed that the subcommittee should draft an analysis form. This 
had been done and he would like to take the opportunity of thanking the Claims 
Analysis Committee and Colonel Veron for their work in this connection. Sec- 
ondly, it was agreed that all members (except the U. S. A. for which official 
statistics were separately published) should fill in these forms and send them 
to Colonel Veron. Thirdly it was agreed that from these reports the subcom- 
mittee would try to form a summary and analysis for circulation among mem- 
bers. There seemed to have been some misunderstanding regarding this last 
point as apparently Colonel Veron thought that the claim forms should be sent 
by him to all members to study them and to draw their own conclusions. He 
thought there were two difficulties about this; in the first place these reports 
were of a confidential nature ; members might be quite willing to send them to an 
individual member, or a subcommittee which would extract the essence of all the 
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reports and would preserve their anonimity. The second point was that it would 
be easier and simpler for one trained member to make the analysis than for each 
member to have to do it separately. 

Monsieur de Beaucorp then read Colonel Veron’s report as follows: 

It had been agreed by the other members of the subcommittee (Captain 
Lamplugh and Dr. de Mori) that reports on claims should be sent direct to 
Mr. Veron. The question was how Mr. Veron should send his summary of these 
reports to each member of the Association. The first idea was to give full copies 
of the original reports, but it was felt that by doing so the technical subcom- 
mittee would be circularising some information regarded as confidential by the | 
members making the reports. 

Mr. Veron therefore suggested that he should circularise once a year a sum- 
mary in the same form as used in the American Civil Aeronautical Board, that 
is to say a very abridged report of only a few lines for each accident, without 
mentioning the name of the owner, or the registration of the plane. 

Mr. Veron originally proposed that claims reports should be submitted when- 
ever the damage exceeded 10 percent of the hull value. It was recalled, however, 
that the general meeting had limited these reports to accidents on scheduled air- 
lines. It was therefore agreed that it should be left to the discretion of mem- 
bers to include other types of claims where the damage exceeded 10 percent if the 
nature of the accident was such as to be of special interest to members. 

As regards accidents which occurred during 1951 Mr. Veron asked that all 
members who had not already done so should let him have their reports as 
quickly as possible in order that he could circularise a summary before the end 
of the present year. As regards accidents during 1952 Mr. Veron requested that 
forms should be sent in by the end of February 1953 so that the summary could 
be circularised by the end of March. For 1953 and following years Mr. Veron 
proposed that the reports should be sent in at the end of each 6-month period. 

M. Beaucorp added that reports from only five countries were so far available, 
Great Britain, France, Switzerland, India and the U.S. A. 

Dr. de Mori said that the Italian report had been prepared and would lb 
rendered in the immediate future. 

Mr. Per Hansson said that the Northern Pool was not quite clear as to what 
accidents should be included. 

A discussion followed in which the President, M. Beaucorp Captain Lam 
plugh and Dr. de Mori took part in which Dr. de Mori pointed out that the 
eause of the accident, even in the case of a small claim, might be just as im- 
portant to underwriters as its extent. In his opinion the summary should 
be an analysis of causes rather than of economics. 

Mr. Goodfellow suggested as a compromise that the reports should cover 
automatically all cases of scheduled air line accidents where the hull damage 
exceeded 10 percent. In all other cases, regardless of the percentage of datu 
age, it should be left to the good sense and discretion of members to include 
in their reports any cases in which the cause of the accident might be of special 
interest or importance to underwriters. 

This was unanimously agreed, 

Item No. 8 on the agenda—Ntatistics 

The President explained that the usual statistical report had not yet beet 
distributed because it had been completed only just prior to the meeting. Th: 
last reports from members only arrived four days before the meeting. The 
report, together with certain particulars which had been prepared, would 
be distributed during the luncheon recess, including some American statistics 
prepared from figures supplied by Mr. George Orr of the U. S, A. I. G. and 
going back to 193%. 

Another matter was the report on the meeting of the I. C. A. ©. Statistical 
Division in September at which the U. 8. A. I. G. had kindly represente: 
Union as observers. This report had been distributed. 

The reports were mainly intended for study and future reference rather than 
for immediate discussion, though they could be diseusssed under “Any Other 
Business” if required. in any case hie would like to take the opportunity ot 
thanking the U. §.. A. I. G. and Mr. Orr for their heip, and of asking Mr. Al 
Smith to thank Mr. Brockway for the work done on behalf of the Union. 

In conclusion the President said that now that he was retiring as President 
he might himself do certain further work on statistics with the help of his 
colleagues in Switzerland, but he was not making any definite promises, and 
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he did not wish members to get the impression that it was a matter which 
had to be dealt with by him alone and to which, therefore, they need not give 
any further thought. 

Dr. de Mori announced the luncheon arrangements and drew the attention 
of members to an illustrated book just published showing the properties of the 
Assicuraziono Generali all over the world which they would be happy to present 
to members as a gift and souvenir of the occasion. 

Members expressed their thanks. 

The meeting adjourned at 12: 30. 


THE MEETING RESUMED AT 2:50 P. M. 


Item No. 9 on the agenda—Altimeter settings 


The President called on Captain Lamplugh. 

Captain Lamplugh recalled that at the last meeting the French delegation 
had raised the question of accidents and “near misses” occasioned by incorrect 
altimeter settings due to barometric pressures not being given to the aircraft 
concerned. The matter had now been fully explored, and he was glad to say 
that there had been a Government agreement on the subject which followed 
closely what had already been agreed in the U. S. A. and Canada. As from 
Ist November the French were instituting, and other countries were adopting, a 
new system of original Q. F. F. procedures which he thought would cover the 
difficulties and dangers which the French delegation had so rightly raised. 
His file of correspondence was available for inspection, but it was a highly 
technical matter which was not really suitable for debate in the meeting. 

The position could be summed up by saying that the danger had now been 
realised and that new procedures applicable both to European and to Medi- 
terranean routes had been agreed and would come into force within the next 
few weeks. 

Mr. Porte said that as suggested they had sent a letter to the French Civil 
Air Ministry and had succeeded in arousing their interest and getting them 
to initiate the appropriate measures. He thought that the danger had now 
passed. The French delegation had made a further report in French which 
he would give to the President for translation and circularisation to members 
if he thought fit. 

The President said that he thought the position could be summed up by 
saying that the danger to which the French delegation had so rightly drawn 
attention had now been dealt with at Government level in a manner satisfactory 
to the insurers and that this item could therefore be crossed off the agenda. 
Item No. 10 on the agenda—Warsave and Rome Conventions 

The President called on the Legal Adviser to make his report on legal 
matters. 

Mr. Goodfellow said that there were four matters on which he had to 
report: Revision of the Warsaw Convention, Revision of the Rome Convention, 
The American C. A. B. insurance proposals, and Interesting Legal Cases during 
the year. 

Like Mr. Gravelin he had been detained in Rome very much longer than 
he had anticipated, and although it had been possible to prepare the reports 
there had not been time to duplicate them. So far as the first three items 
were concerned therefore, he proposed to read his reports which could then, if 
members agreed, be included in summarised form in the Minutes. So far as 
the last item was concerned it was of interest mainly to Claims Managers, who 
were unfortunately not represented at the meeting. He would propose therefore 
not to bore members by reading this report, but would have it duplicated and 
circulated with the Minutes so that it could be considered and filed for reference 
by the Claims Departments. 

Warsaw Convention.—Mr. Goodfellow read his report in full which is sum- 
marised as follows: 

Further revision of the Warsaw Convention had been entrusted by the Legal 
Committee of I. C. A. O. to a sub-committee of ten members of which his 
partner, Major Beaumont, had been appointed Chairman. The Subcommittee 
had met in Paris in January 1952 and had produced a further draft which 
would form the first item on the agenda at the next meeting of the Legal 
Committee. This meeting would not now take place in January 1953, and 
probably not until six months later. Meanwhile, the further draft had been 
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submitted to the Air Transport Committee of I. C. A. O. for consideration 
and report on the question of the limits of liability. This Committee, after 
circularising aviation insurers as to the insurance cost of increasing limits 
by 25 to 100 percent had issued a voluminous report (I. C. A. O. Document 
AT-WP/278 of 2.9.52) which would now go to the Council of I. C. A. O. 
for its recommendations, which in turn would be considered by the Legal 
Committee at its next meeting, when it was quite possible that the final revision 
of the Convention would be completed. 

There was no doubt that the revised draft produced by the Paris Subcom- 
mittee was in many respects an improvement on the existing Convention and 
on previous draft revisions. Unfortunately, however, it still retained at least 
three features which were dangerous both to aircraft operators and their in- 
surers. In the first place the provisions as regards documents of carriage were 
retained and the sanctions had now been extended to passenger tickets as well 
as to other documents of carriage. Admittedly, the requirements had been sim- 
plified and the sanctions had been modified, but the position would still remain 
that the operator and his insurers might be subject to penal liabilities owing 
to the innocent mistake of some booking-clerk. If air transport was to come 
into its own traffic documents must be simplified, and it was indefensible, look- 
ing to the future, that the Convention should still seek to lay down what such 
documents must contain and to impose penal liabilities for failure to include 
such particulars. Even with scheduled air lines, which had their regular book- 
ing offices all over the world, mistakes quite frequently occurred, while in the 
ease of the Charter Companies and irregular carriers which hed not the same 
facilities, errors and omissions were unavoidable. The only justification for 
including the documents of carriage in the Convention was the necessity for giv- 
ing notice to the customer of the existence of the Convention and of its limita- 
tions of liability. As the Convention had now been in force for over twenty 
years, and its rules had been adopted as rules of national law, by many Con- 
tracting States, there was no longer any practical need for this. The imposi- 
tion of automatic and unlimited liability by a carrier who inedvertently failed 
to issue a passenger ticket was an anachronism which should be strenuously 
opposed. 

The second objection was that the carrier must still accept responsibility 
for delay of passengers unless he could prove that the delay was unavoidable. 
Here again, the penalties had been decreased in the new draft, but there was 
still a liability up to double the amount of the fare. In the case of a large air 
liner engaged on a long journey this meant that the Captain might still be faced 
with a serious problem in which he had got to weight the risks to the passengers 
against the risks of serious financial responsibilty to the carriers. Liability 
for delay was a commercial matter which should be left to the terms of the con- 
tract of carriage, and should not be included in the Convention. 

The third point was the “escape clause’. The famous Article 25 of the ex- 
isting Convention, which had been responsible for the great majority of law 
suits under the Convention, had been modified, but in his view it was doubtful 
whether the modification was not even more dangerous to air carriers and their 
insurers.than the existing text. Any escape clause which made the carrier 
liable without limit for the acts of his servants committed without his express 
authority, was obviously dangerous, especially when the issue might have to be 
decided by a lay jury whose sympathies were with the claimant. It was very 
difficult to get countries in which the jury system was unknown to appreciate 
this danger. Nevertheless, it was a very real danger, and he personally agreed 
with I. A. T. A. in feeling that any revision of the Convention which did not 
deal adequately with this danger would be of little value to air carriers. 

Finally, there was the unfortunate fact that the subcommittee had referred the 
question of the limits to the Air Transport Committee and the Council of 
I. C, A. O. without expressing any definite views on the subject, notwithstanding 
the fact that a substantial majority of the Legal Committee was opposed to any 
change. Experience in the revision of the Rome Convention showed that this 
was liable to lead to substantial increases. 

In its report on the Rome Convention the Council of I. C. A. O. had proved io 
its own satisfaction that the cost of third party insurance represented only an 
insignificant proportion of the overhead costs of air transport, and that there 
were therefore no economic dangers involved in greatly increasing the limits of 
liability. A preliminary examination of the report of the Air Transport Com- 
mittee on the Warsaw Convention limits gave rise to fears that similar Council 
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recommendations might be made on these limits. In Canada today no Company 
could obtain a licence for air line operations except on proof that its passenger 
liability was insured up to at least $25,000 per passenger. The American C. A. B. 
insurance proposals, with which he would be dealing later, contained even more 
onerous conditions, since the minimum insurance amounted to $25,000 per pas- 
senger seat, even though half the seats might not be occupied. American and 
Canadian influence in I. C. A. O. was very strong, and there was reason to fear 
that they might bring pressure to bear to get the limits increased to something of 
this nature, coupled with the threat of refusal to ratify any revised Convention 
unless this was agreed to. Judgment on this point must be reserved until the 
report and recommendations of the I. C. A. O. Council were known, but members 
would be well advised to keep the matter under close attention. Theoretically. 
of course, there was no reason why a reasonable increase in the Convention 
limits should not be insurable at economic rates. Indeed, it might even be 
advantageous to have a slight increase, especially in cases of serious permanent 
disablement, in order to discourage attempts to “break the Convention limits” 
such as were occurring with increasing frequency and involving heavy legal costs 
to underwriters in contesting the cases. As against this there was the danger 
that any substantial increase might well result in the new Convention being 
ratified by a smaller number of countries than the existing one, which would be 
a retrograde step in the history of international civil aviation. 

The President thanked Mr. Goodfellow for his report. He said that it seemed 
to him at this stage the most important point to be dealt with was the question 
of the escape clause, and he felt that individual members should tackle their 
I, C. A. O. representatives on this point. He wondered whether Mr. Goodfellow 
could supply the draft of an appropriate escape clause which could be used by 
members as the basis for their representations. 

Mr. Goodfellow said that the best “escape clause’ yet produced had been 
drafted by Professor John Cooper on behalf of I. A. T. A. in connection with 
the revision of the Rome Convention, and had been accepted by the Legal Com- 
mittee of I. C. A. O. at the Mexico City meeting. Under this clause the carrier 

yas only liable without limit in the case of the acts of his servants where the 

servant had committed a deliberate wrongful act done with intent to cause 
damage and with the authority of the employer. Unfortunately this wording 
had been amended at the Diplomatic conference in Rome, and it was no longer 
necessary for the claimant to prove that the act or omission had been committed 
on the orders of the employer, but merely that it had been committed “within 
the scope of his authority or employment”. This meant that a jury could still 
hold the carrier liable without limit in such a case as the Pekelis trial, where 
it was proved that a qualified mechanic had connected up an instrument the 
wrong way round. As long as the question of “intent” could be left to the jury 
there was an obvious danger of verdicts of unlimited liability. Nevertheless, 
even the revised text of the Rome Convention was a considerable improvement on 
the existing Article 25 of the Warsaw Convention and as it had been accepted 
in Rome there was perhaps a better chance of getting this wording agreed on 
the revision of the Warsaw Convention. 

Mr. Goodfellow then read the revised text of the “escape ciause’ 
Convention as follows: 

“Article 12. (1) If the person who suffers damage proves that it was caused 
by a deliberate act or omission of the operator, his servants or agents, done with 
intent to cause damage, the liability of the operator shall be unlimited ; provided 
that in the case of such act or omission by such servant or agent concerned, it is 
also proved that he was acting in the course of his employment and within the 
scope of his authority.” 

The President asked for further comments on the revision of the Warsaw Con- 
vention. 

As there were no further comments he asked Mr. Goodfellow to deal with: 

The revision of the Rome Convention.—Mr. Goodfellow explained at the outset 
that it was not easy to give a report on the Rome Convention at this stage. When 
he left Rome on Monday at midnight the debate, which had continued through- 
out Sunday night, and had re-opened at 2 p. m. on Monday, was still in progress. 
The third reading of Chapter 3: Insurance Provisions had been concluded, but 
the final printers’ proof was not yet available. Unfortunately, a great deal of 
time had been spent during the early stages of the meeting in debating fine points 
of international law, and the really practical features of the Convention, such 
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as the insurance provisions, had been left for debate until the closing stages of the 
conference when time was running short. 

Members would recall that in the original Rome Convention the insurance 
provisions had ultimately been left out and had been included subsequently in a 
separate insurance protocol. The effect of this protocol, which was only agreed 
between Governments and the insurers after prolonged discussions, was that the 
insurance remained essentially a contract between the insurer and the insured, 
but in respect of claims arising under the Convention the insurers agreed to cut 
down their defences to a minimum and to include days of grace, so as to ensure 
as far as possible that the rights of injured third parties should be fully pro- 
tected. The idea was that the insurance policy should contain very much the 
usual conditions, but that a breach of these would only entitle the insurer to a 
right of action against his insured for the recovery of third party claims which 
the insurer had had to pay as a result of breaches of the policy conditions (e. g., 
by the transfer of the aircraft to another operator, or to its use outside the ceo 
sraphical limits agreed, or for unauthorized purposes). 

At its meeting in Mexico City, at which insurers were not represented, the 
Legal Committee had decided to introduce a direct right of action by the third 
party against the insurer, while still retaining all the concessions made by 
insurers in the Brussels Protocol to avoid just this objectionable feature In 
surers had protested strongly, but in vain, and during the conference in Rome 
Mr. Goodfellow had been repeatedly told by Government delegates that insurers 
had only themselves to blame for not being represented at Mexico Cit ile per 
sonally felt that this attitude was quite unfair, but it had to be recognised that 
many of the Government delegates concerned were strong supporters of the 
modern idea of “social security” and wished to adopt the “theorie du Risque” 
under which the creator of a risk must answer for its consequences. Under this 
theory the owner or operator of an aircraft should be held absolutely liable with 
out limit for the risk which he creates. To carry the matter a stage further. 
liability for this risk ought to be covered in respect of International Air Transport 
by an absolute and unconditional guarantee, given by the State in which the 
aircraft was registered. He did not wish to labour the point, but it was neces 
sary to appreciate it in order to understand how reluctant many of the Govern 
ment delegates were to make any concessions to the practical viewnoint of the 
operators and the insurers. This viewpoint was reflected by the decisions taken 
in Rome. On Article 11: Limits of Liability they had adopted by a two to one 
vote increased limits of liability which represented on the average about ten 
times the limits of the original Rome Convention and which ran to something 
like £500,000 for the largest type of air liner now built and would increase with 
out absolute ceiling in respect of larger air liners which might be built in the 
future. Moreover, they had increased the per capita sublimits for death or per 
sonal injuries from 300,000 Gold Francs (as against 200,000 Gold Frances in the 
original Convention) to 500,000 Gold Francs (about £12,000). 

Article 12: The Escape Clause had been amended in favour of the third party 
on the lines already mentioned in his report on the Warsaw Convention. 

In Article 20: Jurisdiction they had adopted the “single forum” solution 
which meant that the operator (and in certain circumstances his insurer) was to 
be sued in the country where the damage was caused and that the judgment could 
be executed in the Courts of the State of domicile of the operator or insurer. 

Chapter 3: Insurance Provisions had on the whole gone badly for insurers. 
As already reported they had retained all the concessions made by insurers in 
the Brussels protocol for the benefit of the third party, and had inserted a direct 
right of action against the insurer in certain circumstances. These circumstances 
were admittedly limited, but they represented the thin edge of the wedge so far 
as other forms of liability insurance were concerned. Also there was the grave 
practical danger that from the psychological angle claimants would always 
name and join the insurers as defendants, leaving it to the Court to decide 
whether they were justified in doing so or not 

There were two other serious practical snags in Chapter 38. Firstly, the pro- 
posal to introduce the British system of “payment into Court” as some protection 
against fraudulent or exaggerated claims had been opposed by the U. 8S. A. and 
had been defeated despite the support of a number of delegations. This meant 
that in many countries the operator and insurer would have absolutely no defence 
against claims of this type. 

Secondly, they had inserted a State guarantee as an alternative form of secu- 
rity. The danger of this was that if insurers incurred heavy losses and sought 
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to recoup these by increasing the premium rates the big nationalised air lines 
or “chosen instruments” wouid probably seek and obtain State guarantee, leaving 
the smaller operators and private owners to “carry the baby”. 

Finally, as regards the form of insurance certificate, Members would recall 
that under the Mexico City draft this attached to the aircraft as distinct from 
the operator. Insurers had strongly opposed this, and it had been agreed at 
the Rome conference that it should attach to the operator. This, however, was 
offset by the fact that they had decided not to include the form of insurance 
certificate in the Convention, but only to record it in the “Final Act”. This 
meant that the form was optional and that any Contracting State could decide 
for itself what form the certificate must take, which might lead to serious prac- 
tieal difficulties. 

In conclusion he would like to pay tribute to his insurance colleagues who had 
worked so hard during the debates in Rome. Unlike the Mexico City meeting 
insurers had (on paper at any rate) been strongly represented in Rome. In 
iddition to himself, Mr. Clair of the A. I. QO. A., Mr. Gravelin of the Association 
Generale, and Dr. de Mori and Dr. Salvatore Marino of the Consorzio Italiano 
had all been nominated as I. U. A. Ll. observers. Unfortunately, the last three 
had also been attached to their National delegations, who had not proved alto- 
gether cooperative in allowing the use of their services, while Mr. Clair had only 
been available for the first week, during which the insurance provisions had not 
been debated. Nevertheless, they had all done their share in difficult circum- 
stances, and he would particularly like to mention M. Gravelin, who had been 
present throughout the whole long month of the debate and who had served with 
iim (Mr. Goodfellow) on the “working party” on Chapter 3. 

The positive results achieved might seem to be small, but the negative results 
in helping to defeat even worse proposals were considerable. As a typical exam- 
ple, the Italian delegation had proposed that in the event of an accident the oper- 
ator should be required to deposit the Rome Convention limits in cash in the 
country concerned within fifteen days, failing which he and his insurers would 
lose the benefit of limited liability ! 

It was difficult at this stage to forecast how widely the Convention would be 
ratified. Certain features would make ratification difficult. For example the 
“single forum” solution might present grave difficulties for countries such as the 
U.S. A., Canada and Australia which had problems to deal with in connection 
with their separate State legislatures. Furthermore, the Convention provided 
that no overflow State should be bound to accept insurance froin an insurer who 
was not domiciled in a ratifying State. If, for example, the U. 8S. A. and the 
United Kingdom failed to ratify this might lead to awkward practical problems. 
The final roll-call on Monday night-had indicated that twelve out of 32 States had 
already decided to sign and subsequent information received by Dr. de Mori 
indicated that twenty States actually signed the Convention this week, but how 
many of them would ratify was another matter. The final text had been adopted 
under great pressure of time, when most delegates were exhausted by long hours 
of debate and he thought that the Governments concerned would be wise to 
consider the final text very carefully in all its implications before deciding on 
ratification. 

It was always a difficult matter to decide how far the intervention of insurers 
in Inatters of this sort was desirable. He would like, however, to put on record 
one incident in the debate which was perhaps significant. The subject under 
debate was the establishment of an internationally approved list of aviation 
insurers, rather on the lines of Bests List of Insurers in America, and the original 
proposal wus that such a list should be prepared by IL. C. A. O. It was pointed 
out that I. C. A. O. had not the practical knowledge to prepare such a list. The 
leader of one of the delegations, a man of considerable influence in the debates, 
then suggested that it should be prepared by some internationally recognised 
body such as the I. U. A. I., which knew what it was talking about. Although 
nothing came of the proposal it was an indication that the I. U. A. L is acquiring 
some standing as an international body which can be looked to for advice and 
guidance. 

The President thanked Mr. Goodfellow for his report. On the question of rati- 
fication he enquired as to whether signatory States could ratify with reservations, 
or whether it was a question of ratifying the text as it stood. 

Mr. Goodfellow said that it was a question of ratifying in whole or not at all, 
since it had been agreed that all signatures to the Convention must be without 
any reservations. His point was that Signatory States should consider the text 
carefully before deciding whether to ratify. 
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Captain Lamplugh asked as to the earliest date on which the Convention would 
come into force. 

Mr. Goodfellow replied that as between ratifying States it would come into 
force ninety days after deposit of the fifth ratification. 

After some further discussion the President said that the question seemed to 
be whether or not members should seek to exert any influence as to ratification 
or nonratification by their respective countries. 

Mr. Goodfellow said that he ought perhaps to mention one further point. 
The American C. A. B. insurance proposals, with which he would be dealing 
later on, undoubtedly affected the attitude of several Governments which were 
wavering as to the desirability or otherwise of the Convention. These unilateral 
proposals, coming from a country which played such a large part in inter- 
national civil aviation, had acted as a red light in respect to the risks of having 
no international convention on this subject. They were a warning that if there 
was no international rule, each individual country might impose its own rules, 
with possible disastrous effects on the development of international air trans- 
port. While, therefore, he felt that the convention was in many respects a 
thoroughly bad one from the insurance angle, it had to be borne in mind that 
the effects of having no Convention might be worse. 

Mr. Clair raised the point that all members should press on their Governments 
the fact that insurance under the Convention would increase the cost. Both 
Governments and the big operators had repeatedly taken the line that because 
the Convention limits were less than the maximum limits already insured by 
some of the big airlines the cost of insurance would decrease. In his view the 
cost would increase by at least 50 percent and the point could not be too strongly 
stressed with the Governments concerned. 

Mr. Goodfellow said that he had repeatedly pointed out during the debates in 
Rome that the effect of some of the proposals was bound to mean an increase 
in premium rates. This would be included as a matter of public record in the 
Minutes. 

Mr. Gravelin pointed out that it must be admitted on the other hand that 
even the doubling of the rates would not constitute a serious burden to the big 
international airlines. 

Mr. Al Smith asked as to the attitude of the aircraft operators. 

Mr. Goodfellow said that they were very much upset at the alteration of 
the escape clause. One of their delegates had flown immediately from Rome 
to the general meeting of I. A. T. A. at Geneva to report, and in consequence 
one delegation at least had received a strongly worded protest from its own 
National Air Lines on the subject. Unfortunately, the senior observer of 
I. A. T. A. (Pro‘tessor Cooper) had to leave Rome before the end of the con- 
ference, and he did not therefore know their final attitude. 

A general debate ensued in which the President, Mr. Al Smith, Mr. Juhlin 
Dannfelt, Captain Lamplugh, Mr. Clair, Mr. Gravelin, Mr. Murray Stewart and 
Mr. de Walque took part as to whether insurance rates would actually increase 
or decrease and as to the course of action, if any, to be adopted by the I. U. A. L., 
and whether the I. A. T. A. or the Governments should be approached. 

Mr. Ward said that he thoucht that he could speak for the whole of Lloyds 
Underwriters in saying that they would be opposed to any reduction of the rates. 

Other members, however, pointed out that such reduction might be forced in 
the first place by brokers’ competition, and that the I. U. A. I. would be made 
to look foolish if it prophesied an increase in rates and then in fact a reduction 
occurred. 

Mr. Al Smith was doubtful whether any useful purpose would be achieved by 
attempting to bring pressure to bear on the Governments. If any approach was 
made it should be to I. A. T. A. rather than to the Governments. - Insurers were 
not crystal gazers; they could not pretend to foresee the future, but could only 
deal to the best of their ability with the liabilities which Governments imposed. 

It was finally agreed that no resolution should be taken as to approach to gov- 
ernments but that an official letter should be drafted by the Legal Adviser from 
the I. U. A. I. to I. A. T. A. pointing out the dangers and difficulties and leaving 
them to make their own approseh to the Gorornments if they thourht t. 

Mr. Goodfellow raised one other point. If the Convention was ratified it would 
mean that in effect insurers were being asked to give a more or less unconditional 
guarantee in favour of the third party, regardless of breaches of the policy con- 
ditions by the insured. The only protection available to insurers would be by 
giving themselves a right of recourse under the policy conditions against the 
insured in respect of damages which they might be called upon to pay through 
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breaches of such conditions. It seemed highly desirable in these circumstances 
that the policy wording in respect of such right of recourse should be standard- 
ised as far as possible both among I. U. A. I. members and among Lloyds Under- 
writers, but he thought that this was a matter which should be submitted to the 
Underwriting Committee. 

The President agreed in principle, but thought that it would be more effective 
if this matter were dealt with jointly by the Central Office (including the Legal 
Adviser) in conjunction with the A. I. O. A. and the L. A. U. A. 

It was unanimously agreed that the Central Office should be asked to take 
this point up with the A. I. O. A. and the L. A. U. A. accordingly. 

The President said that the next item on the agenda with the C. A. B. insur- 
ance proposals, but in order to give the Legal Adviser some rest he proposed 
next to deal with item 12. 


Item No. 12 on the agenda—Cargo iimits 


The President called on the Northern Pool. 

Mr. Juhlin Dannfelt explained that this was only a small point which had 
now been largely cleared up by correspondence or conversation. It appeared 
that as a matter of practice certain Air Lines, including the S. A. 8., included 
two weights in their consignment notes, one of which represented the true 
weight, and the other a fictitious weight on which the freight charges were Cal- 
culated. In correspondence with the Legal Adviser he had gathered that this 
might result in unlimited liability on the part of the air carrier, and it further 
seemed to him that it was an undesirable practice from the Air Line point of 
view, since the inclusion of a higher fictitious weight in the load manifest might 
decrease the effective pay load of the aircraft. However, he gathered that it was 
not a general practice and doubted whether the matter called for debate at the 
meeting. 

The President asked for views on the subject. 

Mr. Goodfellow explained that the weight of the coiusignment note was one 
of the essential rubrics under the Warsaw Convention, failure to comply with 
which resulted in the unlimited liability of the carrier. If the carrier deliberate ys 
inserted a weight which he knew was incorrect it seemed to lim that it mig! t 
be argued that he had failed to comply with the rules of the Warsaw Convention, 
and that his liability would therefore be held to be unlimited, quite apart from 
the practical point raised by Mr. Jublin Dannfeit as to the effective payload of 
the aircraft. 

The President said that he thought that this was a matter mainly for I. A. 
T. A. and the Air Lines concerned and that unless anyone had any further com- 
ments to raise he did not consider that it need be further debated. Any insurer 
concerned was always free to take the matter up with the I. A. T. A. or with the 
carrier direct. 

Agreed. 


Item No. 11 on the agenda—American C. A. B. insurance proposals 


The President said that by a fortunate chance both Mr. Goodfellow and 
Captain Lamplugh had been in New York the previous May when these pro- 
posiis were first issued by the C. A. B. to aircraft operators. They were not 
issued to the [. U. A. L., but Mr. Goodfellow had obtained a copy from one of the 
Air Lines, and after consultation with Captain Lamplugh had at once drafted a 
memorandum in protest and had sent it to the President by Air Mail for ap- 
proval. In the result it had been possible to file this protest within the short 
time limit available, which was very fortunate. He would call upon Mr. Good- 
fellow and the U.S. A. I. G. to report. 

Mr. Goodfellow explained that the proposals issued by the American C. A. B. 
required that every aircraft flying into or over U. S. territory, whether domestic 
or foreign, should be required to carry passenger liability insurance of $25,000 
per passenger and $25,000 multiplied by the number of seats in the aircraft per 
accident. As regards third party liability the cover required was $25,000 per 
person and $250,000 per accident in respect of death or personal injuries plus 
another $250,000 for property damage. The insurance had to be effected with 
an Insurance Company authorised to do business in at least one jurisdiction 
within the U. 8S. A. and was required to cover all the operations of the operator 
concerned whether in or outside United States territory. A copy of each policy 
had to be deposited with the American C. A. B. and could only be cancelled on 
30 days’ notice. It was to cover all or any aircraft operated by the named 
insured, whether such aircraft were specifically included in the policy or not. 
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These proposals, which went even beyond the Rome Convention proposals in 
many respects, seemed to Mr. Goodfellow to be so dangerous that he had at once 
taken steps to contact the President, the Vice-President and the legal advisers 
of several of the Air Lines with offices in New York. During a visit to Montreal 
he had also discussed them with the President and other officers of I. C. A. O. and 
I. A. T. A. In the result he understood that strong objections had been raised 
from many quarters and that the proposals were being re-considered by the 
OC. A. B. and would either be dropped entirely or very substantially modified. 

Criticism of the proposals was made at the Diplomatic conference in Rome 
and the head of ihe U. 8. A. delegation had told him unofficially that they were 
issued in draft form more or less as a trial balloon with a view to seeing how far 
air line operators and their insurers were prepared to go. Nevertheless, the 
fact that such drastic unilateral action had been proposed by the responsible 
authorities in a country such as the U. S. A. had undoubtedly produced a pro- 
found, and in many ways a most regrettable, impression. In view of the fact 
that the original proposals had not been issued to the I. U. A. I. and that he had 
only seen them by chance because he happened to be in New York at the time, he 
hoped that the U. 8. A. I. G. would maintain a close watch on developments and 
would report any such developments at once to the Central Office. 

Mr. Car] Fisher said that he could not add much to what Mr. Goodfellow had 
already said. Proposals of this sort were continuously coming from the C. A. B. 
in one direction or another and they would certainly keep a close eye on 
developments. 

The President said that they could only leave it to the U. S. A. IL. G. to follow 
the matter closely and to advise the Central Office and the President at once of 
any development detrimental to insurance interests so that appropriate action 
could be taken in time. 

Agreed. 


Items Nos. 13 and 14 on the agenda—Institute Francaise du Transport Aerienne 
and Flight Safety Foundation 


The President reminded members that the I. F. T. A. had approached Mr. 
Goodfellow in the Spring as to whether the I. U. A. I. would be prepared to join 
the Institute and had since been sending him specimen copies of their publica- 
tions. He had contacted the French members, some of whom were already indi- 
vidual members of the Institute, and would like to have their views. 

Mr. Gravelin said that he had also been approached by the I. F. T. A. and had 
suggested that they should send a free service of their documents to the Central 
Office for the time being so that the question of joining might be considered. 
The I. F. T. A. was a private body whose only business was to circularise its 
members with information. Most of these documents were in French, but he 
understood that some of them were now being translated into English. 

The President said that he felt it was rather a case in which individual mem- 
bers should decide whether or not they wished to join. If the publications were 
sent to the Central Office they would have to have someone available to sort out 
what was of interest to Underwriters and to arrange for its duplication and 
circulation to members. This would be an expensive matter, and furthermore he 
understood that membership of the I. F. T. A. itself was expensive. 

Mr. Gravelin confirmed that the membership dues were 150,000 francs per 
member. 

Mr. Goodfellow said that he had read with great interest the publications 
which I. F. T. A. had been sending him in the past three months. Some of them 
were in French, some in English, and some in both languages, and he would say 
that about 25 percent of the information contained might be of value to under- 
writers. The difficulty was, as the President had pointed out, that the Central! 
Office would have to make extracts and resumes of the information which was 
of underwriting importance and the I. U. A. I. would have to bear the cost of 
this and of duplicating and circulating the information among its members. For 
this reason he agreed with the President that it was really a question for each 
individual member to decide whether it was worth his while to join. He had 
brought with him to the meeting a representative selection of the publications 
received which he would leave on the table during the meeting so that any 
member interested could have the opportunity of looking at them and make his 
own decision. 

Agreed. 

The President said that the question of joining the Flight and Safety Foun- 
dation was another matter. It was agreed last year that the F. 8. F. should be 
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asked to send specimen circulars to all members and that the Central Office 
should then ask for the opinion of members as to joining. He understood that 
replies had so far only been received from seven members, but that all these 
replies were in favour of the I. U. A. L. joiniing the F. S. F. The cost was only 
$35 per annum and each member would receive one copy of the reports. He felt 
that it would be worth while to join, at any rate for a trial period the sub- 
scription could always be cancelled at any time if a general meeting so decided. 

It was agreed that the I. U. A. I. should become a member of the Flight 
Safety Foundation and. that the Central Office should take the necessary steps 
in this connection. 


Item No. 15 on the agenda—Discrimination in transport insurance 


The President said that in May last the Central Office had received a letter 
from I. C. A. O. regarding proposals from the International Chamber of Com- 
merce to do away with discrimination in transport insurance. He had con- 
tacted Mr. Briner, President of the Marine Insurance Union, and had found 
out that this Union was behind the whole matter. In consultation with them 
and the Aviation Insurance Offices Association he had drafted a letter which 
had been sent from the I. U. A. I. to U. N. O. supporting the action of the 
International Marine Insurance in the following terms: 

“Dear Sir: Through the courtesy of I. C. A. O. a copy of the correspondence 
exchanged between you and Mr. Ferrier under reference BE. C. A. 121/010 and 
EC/2/6 has been sent to this office. In this matter there is complete agreement 
between ourselves and the International Union of Marine Insurers and we fully 
support the findings of that body, which result from the very exhaustive studies 
they have made of the problem. The action of your Commission in attempting 
to eliminate the objectionable restrictions on the international insurance of 
goods in transit is much appreciated and it is hoped that you will meet with 
success,” 

The President asked for comments. 

There were no comments and the letter despatched was approved. 


Item No. 16 on the agenda—convention on the international recognition of rights 
in aircraft 

The President said that this point had been raised by the A. I. O. A. and called 
upon their representative to report. 

Mr. Clair agreed that the matter had been raised at their suggestion. Certain 
clauses of the Convention might give rise to difficulties as regards the salvage 
rights of insurers following an accident. The trouble was that the matter had 
been raised in a confidential document sent to them by the Ministry of Civil 
Aviation and that this being so they did not feel at liberty to discuss the matter 
so long as the information remained confidential. 

Mr. Goodfellow reported that the convention had been adopted at a meeting 
of the Legal Committee of I. C. A. O. at which insurers were not represented. 
It had been a Convention pushed through somewhat hurriedly under pressure 
from the U. S. A. with the object of safeguarding the interests of manufacturers 
who sold aircraft abroad on hire purchase terms. As at that time, just after 
the war, America was the only market for transport aircraft, the Convention 
had gone through with little opposition, but he understood that so far the U. S. A. 
was the only country which had ratified it. It seemed that now that the U. K. 
had become a rival market for transport aircraft, the U. K. Government was 
also considering ratification of the Convention. If the A. I. O. A. would like 
to consult him as to the difficulties involved he would be very glad to go into 
the matter and to advise, but it seemed to him that at the moment it was a 
domestic problem rather than one which concerned the I. U. A. I. as a whole. 

The President agreed and suggested that the matter should be left to be dealt 
with between the A. I. O. A. and Mr. Goodfellow and that the Central Office 
should keep members informed of any developments which might affect the 
interest of members generally. 

Agreed. 

Items Nos. 17 and 18 on the agenda—Accounts and subscriptions 

The President called for comments on the audited accounts and balance sheet 

which had been circulated to members. 


Mr. Al Smith moved that the accounts and balance sheet be adopted and 


wished to compliment all those who had been responsible for the handling of 
the funds of the Union. 
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Mr. Juhlin Dannfelt seconded. 

The accounts and balance sheet were unanimously approved. 

The President suggested that a supplementary subscription from members 
might be called for as soon as the Central Office knew the approximate final posi- 
tion on the 1952 accounts. Such supplementary subscription should be sufficient 
to take care of the deficits of 1951 and 1952. Although the deficits were only 
small the Union had now run for several successive years on an annual deficit 
and it seemed advisable to levy a supplementary subscription for next year in 
order to get the finances on the right side. He suggested that the Central Office 
should be authorised to levy a supplementary subscription accordingly on the 
basis of the subscription key already agreed. Such supplementary subscription 
shoula not apply to new members elected at this meeting, but the Central Office 
should get out a new distribution key covering such members for future occasions, 
and should submit it to the next meeting for approval. 

Mr. Al Smith asked for a rough estimate as to what would be involved. 

Captain Lamplugh said that he thought that an average of £20 to £25 per mem- 
ber should be sufficient to cover the deficits of the past few years and to leave 
the Union with a credit balance at the bank. A good deal depended on the 
legal expenses, which in turn depended on the number of international confer- 
ences at which the Union had to be legally represented. 

Mr. de Vlaming proposed that it should be left to the President in conjunction 
with the Central Office to fix the rate of supplementary subscriptions required to 
get the figures out of the red. 

This was unanimously agreed. 

The meeting adjourned at 4: 45 p. m. 


MEETING RESUMED AT 10 A. M. THURSDAY OCTOBER 9 


The President welcomed Dr. Hasler who was unable to atrend the first day’s 
meeting, together with additional representatives from the Assicurazi d'Italia 
and the Adriatic, and gave the word first to Mr. Goodfellow. 

Mr. Goodfellow said that he would like to have the position cleared up as 
regards the various legal reports which he had given the previous day. Firstly, 
so far as his reports on the American C. A. B. proposals were concerned did 
members agree that it would be sufficient to have a summarised version of this 
report in the Minutes? 

Agreed. 

Secondly, so far as the Warsaw Convention was concerned did members also 
agree that a summarised version of the report should be included in the Minutes? 

Agreed. 

Captain Lamplugh suggested that so far as the Rome Convention was con- 
cerned it was necessary to have something more than a summarised report. 
Members would need a full report which would be of guidance for future under- 
writing. 

Mr. Goodfellow said that he would be coming to this point in a moment. 

As regards Interesting Legal Decisions during the year, he suggested that his 
full report, which had not been read, should be duplicated and circularised as a 
separate document with the Minutes. 

Agreed. 

Mr. Goodfellow Finally, as regards the Rome Convention he felt that his report 
had been to some extent inadequate because it dealt only with the rather con- 
fused picture up to the time he had left Rome. He thought that a summarised 
version of this report should be included in the Minutes, but that after he got 
back to London and had received the final report of the Convention as actually 
signed, and a list of the signatories, he should prepare a full report on the Con- 
vention from the Underwriting angle which would be circulated as a separate 
document. 

Agreed. 

The President said that he would liketo revert to item No. 6—Underwriting 
Questions—and to have the report of the Underwriting Subcommittee on the 
question of laying up returns and consequential loss. 

Mr. Gravelin, Chairman of the Underwriting Subcommittee, read his report 
as follows: 

“Following a meeting of the Underwriting Subcommittee held in Paris on 
11.1.52 the Minutes of the meeting were circularised to members, but only two 
members have sent in comments, both of which dealt with the laying-up clause. 
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“The Winterthur and the Societe Mis d’Assurance differ with our views as to 
the calculation of the premium return. We doubt whether they have appreciated 
that it is only in respect of fleet risk insurance that we have suggested a pro 
rata temporis return. So far as clubs and private aircraft are concerned, we 
feel that this is not a matter which can be regulated on an international basis, 
since each market has its own special requirements. 

“Consequential loss—The Subcommittee recognises that this type of risk is in- 
sured for other types of transport and that it is only logical that it should be in- 
surable also in the case of air transport. It considers that the following points 
should form an essential part of such insurance: 

“1. It should be insured only in conjunction with an insurance of the hull risk. 

“2. It should apply only to losses following an accident insured under the hull 
policy. 

“3. The insured should carry a reasonable proportion of the risk for his own 
account. 

“4. It should be subject to a specified top limit of liability. 

“Generally speaking, the Subcommittee feels that the premium rate for conse- 
quential loss should not be lower than the rate applicable to the hull, bearing 
in mind that a heavy claim for consequential loss may arise, not only in respect 
of partial damage, but also in respect of total loss, owing to replacement diffi- 
culties under the present market situation.” 

The President suggested that members should consider the report and there- 
after refer their comments to the Permanent Underwriting Subcommittee which 
he hoped to see established. He did not mean by that that the members would 
be permanent, but that it would form a permanent part of the activities of the 
Union with a reasonable continuity of membership. 

Mr. Jublin Dannfelt raised a question on the Minutes of the Underwriting 
Subcommittee of November 1, 1952. They had included a recommendation that 
laying up returns should not be granted where the laying up period was less 
than 30 consecutive days. He believed that the London practice was to grant 
a return after fifteen days, and he wished to know whether the recommendation 
of the subcommittee was based on actual practice, or was merely an expression 
of opinion as to what should be done. 

Mr. Gravelin said that it was the latter. 

Mr. Van Hoven said that in the U. 8S. A. it was their practice to stick to a 
30-day minimum as suggested by the Underwriting Subcommittee, but that it had 
proved diffienlt to maintain during the last year owning to competition. 

Mr. Per Hansson raised a query as to consequential loss. He did not auite 
appreciate why the shortage of replacement aircraft in the market should affect 
the rate for consequential loss since claims in this respect could arise from minor 
damage to the aircraft, which would not involve replacement. 

Mr. Gravelin said that the point was that the shortage of replacement aircraft 
did in fact affect the risk of consequential loss claims viewed as a whole. 

Mr. Per Hansson said that his point was that the shortage of replacement 
aircraft was given as an explanation as to why the premium rate for consequen- 
tial loss should not be less than the rate for the hull risk. In his yiew conse- 
quential loss should be written on the basis of a maximum figure over a maximum 
period. If a total loss occurred, and there was no shortage of aircraft, then the 
loss would be reduced, but this was essentially an underwriting matter to be 
dealt with in the light of each member's experience. 

The President said that it was very difficult to deal with these matters on the 
spur of the moment, and hoped that the Underwriting Subcommittee would in 
future be able to submit its reports well in advance of the general meeting. He 
appreciated there were special reasons why this had not been possible on the 
present occasion. 

Mr. Goodfellow agreed with Mr. Per Hansson that the point which the Under- 
writing Subcommittee wished to make was perhaps not quite clearly expressed. 
The real point was that normally speaking one would expect a consequential loss 
Claim to arise only during the period of repair since in the case of total loss the 
insured would be able to buy a replacement from stock. As things stood at the 
moment, however, in the aircraft market this was not possible. In some cases 
the insured might have to wait anything up to a year to obtain a replacement 
aircraft of a modern type, and this was the point to which the Underwriting 
Subcommittee wished to draw attention. The main report of the Underwriting 
Subcommittee had been circularised to members many months in advance of 








572 THE INSURANCE INDUSTRY 


the general meeting and had resulted in only two queries. The supplementary 
report, for reasons beyond the control of the Subcommittee, had to be prepared 
at extremely short notice, which had left inadequate time to polish up the 
phraseology. 

Mr. Per Hansson fully accepted the explanation. 

Mr. Ward (Lloyds Aviation Underwriters Association) suggested that when- 
ever consequential loss was written there should be an excess period for any 
claim. It need not be very long; he thought that it should not be less than 
twenty days. 

The President, Captain Lamplugh, and Mr. Clair agreed. 

The President asked Mr. Fisher whether he had anything to say on the 
subject. 

Mr. Carl Fisher said there had been so little coverage of this type in the 
U. S. A. that he could not quote anything as a precedent. 

Mr. Gravelin said that he could not accept the excess period as logical in the 
cease of total loss. In such cases he thought that the consequential loss should 
run from the date of the total loss, but should be limited in amount and period. 

The President enquired as to whether the Northern Pool had any further 
underwriting queries to raise following the previous day’s discussion. 

Mr. Per Hansson said that these had been dealt with in the discussions on 
consequential loss. 

Mr. Al Smith raised a query which he had discussed personally with Mr. Good- 
fellow as to the declaration of special value for baggage. It was a problem 
which he-had run into several times, and in particular he had struck it recently 
when leaving Geneva for Rome by K. L. M. The value of his baggage was 
considerably in excess of the Warsaw Convention limits, but when he tried to 
declare an excess value and to pay a supplementary charge, he was finally 
informed that this could not be done. 

Mr. Goodfellow said that he thought Mr. Smith had raised a point of con- 
siderab'e importance to Underwriters. He did not know whether Underwriters 
wished to encourage air carriers to accept special declarations of value for 
baggage, as was already done in the case of freight, but the matter should be 
settled one way or the other. If they were in favour of special declarations 
of value for baggage, then he thought they should approach I. A. T. A. to make 
sure that the necessary facilities were provided in this respect. 

The President said that it seemed to him that as things stood, Underwriters 
might be called upon to pay in excess of the Warsaw Convention limits without 
receiving any additional premium for the risk. If Underwriters only wished 
to insure up to the Convention limits, then they should say so in their policies. 
If, on the other hand, they were prepared to accept liability in excess of the 
Convention limits at an additional premium, then he thought that Mr. Good- 
fellow was right in saying that steps must be taken to see that Air Lines provided 
the necessary facilities. 

Mr. Clair said that he did not understand that Air Lines were obliged to 
offer this excess cover for baggage. He thought it was optional on their part, 
but would like to be advised. 

Mr. Goodfellow said that under the Warsaw Convention liability for registered 
baggage was limited to 250 francs per kilo unless the passenger had declared a 
higher value and had paid a supplementary charge if required. This applied 
both to registered baggage and to freight. In respect of freight members of the 
I. A. T. A. originally inserted a definite clause in their conditions of carriage to 
the effect that they would not accept freight with a special declaration of value 
on delivery. Subsequently, however, they had withdrawn this condition, and 
they now accepted freight with a special declaration of value and levied a special 
valuation charge in respect thereof. The position as regards registered baggage 
was not so clear. Their latest conditions applied the Warsaw Convention limits 
where the Convention applied, while in other cases there was a limit of US. $100 
unless a special declaration of value had been made. In the case quoted by AL 
Smith he had endeavoured to make a special declaration of value, and had 
witnesses to prove it. Mr. Goodfellow was of the opinion that whether the 
Warsaw Convention had applied or not there would have been a considerable 
risk that if the baggage had been lost the Courts would have held that Mr. 
Smith had in fact declared a special value and that as the air line had not 
chosen to demand a supplementary charge, they could not rely on this condition 
and were liable up to the amount of the declared value. 

The President asked whether the Northern Pool had any comments. 
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Mr. Juhlin Dannfelt said that they had no experience on this point. 

Mr. Porte said that Air France already looked after this point and provided 
a special facultative insurance for baggage in excess of the Convention limits. 

Captain Lamplugh said that he thought the point raised by Al Smith was of 
fundamental importance and that it should be raised as a specific instance 
with the I. A. T. A. 

The President asked whether Mr. Smith would be prepared to agree to this. 

Mr. Al Smith said that he would agree, and would be quite prepared to supply 
particulars to the Central Office so that they could raise it direct with I. A. T. A. 
Apart from the Underwriting angle, he thought that it was important to Air 
Lines themselves from the public relations angle since it created a bad impres- 
sion with passengers if they wished to declare a special value for their baggage 
and found that they were unable to do so. 

It was agreed that matters should be taken up direct by the Central Office 
with I. A. T. A. 

The President called for further Underwriting questions. 

Mr. Hammarlund raised the question of hand baggage. A lady passenger could 
enter an aircraft with a valuable fur coat, which counted as personal effects 
and was subject to the Warsaw Convention limit of 5,000 gold francs. After 
entering the plane she handed it to the air stewardess, telling her its value and 
asking her to look after it carefully. What happened if the air stewardess 
delivered it to the wrong passenger and it was lost in consequence? 

Mr. Goodfellow said that the Northern Pool had raised a very difficult ques- 
tion. Cases of this sort had in fact arisen not only in respect of fur coats, but 
also in respect of cameras, and other valuable articles. They were not regis- 
tered baggage, and therefore the registered baggage limits did not apply to them. 
They were not “articles of which the passenger retains personal possession” 
since the passenger had relinquished possession to an employee of the air car- 
rier. Subject to National laws they probably came under I. A. T. A. conditions 
of carriage which limited claims of this sort to a maximum of $100 in any case 
to which the Warsaw Convention did not apply, and so far it had proved possible 
to settle claims out of Court on this basis. He was not, however, happy about 
the position and it was one which was under consideration in connection with 
the revision of the Warsaw Convention. 

Mr. Al Smith mentioned that Air Line Agents tended to discourage passengers 
from declaring values and paying supplementary charges. 

The President said that the discussion only showed how important it was 
for the I. U. A. I. to work in close association with I. A. T. A. He then closed 
the debate on underwriting questions and expressed the hope that at future meet- 


ings it would be possible to devote an even larger proportion of the debate to 
their discussion. 


Item No. 19 on the ayenda—Questions of membership arising from the President’s 
Circular Letter of January 1, 1952 

The President recalled that at the Amsterdam meeting a new Statute on this 
point had been passed. Two questions were involved, firstly as to whether an 
Insurance Company which was already represented in the I. A. U. I. through 
a Pool could still become an individual member ; secondly whether an independ- 
ent Company, which was not a member of a National Pool, could become an 
independent member, although the National Pool was already a member. He 
felt that the first question was already resolved, and that an individual member 
of a Pool could not become a separate member of the I. U. A. I. in other words 
that dual membership was inadmissible. The only problem in this connection 
was in respect of Founder member Companies. If they joined in a Pool and the 
Pool applied for membership would it mean that the Founder member Companies 
would have to withdraw from membership. He hesitated to express an opinion 
because it was the Swiss and British Companies which might be involved. It 
might meet the point if it was decided that new membership was not admissible 
in such a case. 

Mr. Al Smith asked for an explanation as to the voting position. 

The President said that each member had now one vote in accordance with 
the Amsterdam Resolution, whether it was a Company or a Pool. 

Mr. Al Smith queried as to whether under this Resolution the Northern Pool 
had four votes or one. 

Mr. Juhlin Dannfelt said that prior to the Amsterdam resolution they had 
four votes as a founder member, but now they only had one. 
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Mr. Al Smith thought, to carry the matter a step further, it would seem 
that the B. A. I. C. and the Aviation and General each had one vote plus a 
further vote of the A. I. O. A. through which they were represented. 

The President agreed. So far as the Northern Pool was concerned, it really 
represented the Pools of four different countries, which could at any time 
split up and become four different members each with a separate vote. 

Mr. Al Smith said that he did not wish to be critical, but the position seemed 
to be a little inconsistent. In one case there were two Companies with three 
effective votes and in the other case four National Pools with one effective 
vote between them. 

The President said that the French delegates would no doubt agree with Mr. 
Smith. The principle of “one member one vote” had been adopted to avoid 
any feeling on the part of newer members that they were being treated on e¢ 
basis of inferiority to the founder members. The strength of the Union lay 
in the fact that its decisions were reached on the basis of common agreement 
and not on the basis of majority votes. He would, however, like to give the 
opportunity to the French delegation to express their views. 

Mr. Gravelin said that the French paturally agreed with Mr. Al Smith. 
No difficulties had yet arisen, but he queried whether it was wise to wait until the 
difficulties arose before endeavouring to meet them. 

The President pointed out that at the Amsterdam meeting all members had 
been in favour of the new voting system except the French and that they had 
finally withdrawn their objection. 

Dr. de Mori pointed out that the Italians had also favoured the French 
attitude on the subject but had withdrawn their objection, and did not now 
wish to reopen the debate on the subject. 

Mr. de Viaming agreed with the French that the problem should be faced 
in advance and thought that a possible solution would be to fix a maximum 
number of votes per country. It would then be up to the members of each coun- 
try to decide how they wished to exercise their country’s voting power on any 
particular subject. 

Mr. Goodfellow raised a query on this suggestion. If the maximum were 
fixed for example at four votes per country and there were five members from 
one country how would the voting power be exercised? 

Mr. de Viaming said that in this case members would have to get together 
and decide, by a majority vote if necessary, how their voting power should be 
exercised. It was merely a question of goodwill. 

The President said that at the moment no country was represented by more 
than four members and that if the meeting would like to fix the voting power at 
a maximum of four votes per country he would not oppose it, but he did not think 
that the Articles should be reprinted on this account. 

Mr. Al Smith enquired whether it would be practicable to have one vote for 
each country on the basis that if the representatives of such country had divided 
opinions they would each exercise a fraction of the vote. In other words, if 
there were four representatives from one country and their opinions were divided 
they would have one-quarter of a vote each. 

The President said that he thought it would be unwise to take hasty decision 
on this point. He suggested that a subcommittee consisting of the new President, 
the Legal Adviser, and one or two other members might be appointed to consider 
and advise. 

Dr. Hasler said that if the votes were limited the fees would also have to he 
limited. He did not object in principle to Mr. Smith’s suggestion, but if a mem- 
ber had only half a vote then obviously he would only expect to pay half the fee. 

The President said the point raised by Dr. Hasler was another argument in 
favour of further consideration of the problem by a sub-committee. There was 
also the second problem as to whether a Company, which was not a member of 
a National Pool, might become an individual member. In reply to his circular 
letter all members except one had answered in the affirmative on condition that 
the advice of the National Pool] already representing the country should be taken 
into serious consideration. An example had already arisen in the case of the 
N. E. N. where the Dutch Pool had been consulted and had supported the applica- 
tion for membership. If members agreed he proposed that this practice should 
be adopted in the future and that it should be so recorded in the Minutes. 

It was agreed that “independent companies” as defined in the President’s cir- 
eular letter of 18.6.1952 were eligible for membership of the I. U. A. I. subject to 
their having the necessary qualifications. 
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It was further agreed that the question of voting powers should be considered 
by a Subcommittee consisting of the new President, the Legal Adviser, and one 
or two additional members appointed by the President who would report at the 
next general meeting. 

Mr. Goodfellow raised a point as to the Minutes. The practice was for Miss 
Bett to make a transcript of her verbatim shorthand notes, which was then 
summarized by himself, following which both the transcript and the summary 
were submitted to the President for approval or comments. He thought that 
where there was a change of President it was desirable that these drafts should 
be submitted to the retiring President, who had in fact presided at the meeting 
in question, but he asked for guidance on this point. 

It was unanimously agreed that the notes should be submitted to the President 
who had presided at the meeting. 

Mr. de Vlaming asked permission to raise a point under agenda item No. 19. 

Under agenda item No. 3 (Applications for Membership) two cases had arisen 
to which he wished to draw attention. In the case of the N. BH. N. the usual 
questions had been asked as to capital, premium income, net retention etc., and 
on top of that the Dutch Pool had been asked for its views as to the application. 
They were actually on very good terms with the Company concerned, and had 
supported the application, but even if the Company concerned had been keen 
competitors he did not feel that the Dutch Pool would have been justified in 
opposing their application merely for this reason, and he was rather surprised 
that the French delegation had in principle opposed the election on the grounds 
that the N. EB. N. was not a member of the Dutch Pool, as the Articles of Associa- 
tion provide also for individual Companies to become members and not only 
for Pools. 

Turning to the question of Aero Associates, Inc., he appreciated that a de- 
cision had been deferred for twelve months, but thought that it would be wise 
to have some clarification of views so that members would not again be faced 
with a deadlock in 12 months’ time. One of the assets of the Union was the 
personal friendship of its members, and he hoped that Mr. Murray Stewart 
and Mr. Al Smith would accept his arguments in that spirit, even if these were 
not in agreement with their views. 

He did not think it right that if Aero Associates complied with the require- 
ments for membership as laid down in the Articles of Association they should 
not be admitted on the grounds that 50 percent of their shares were held by a 
broking concern, namely Stewart Smith. Certainly the Union had no right to 
refuse a member on these grounds while some of its own members were ready 
and willing to accept business from the same broking concern when it was 
taking away business from other members at competitive rates. 

Even if Aero Associates were competitors of the U. 8S. A. I. G. and were to 
some extent managed by brokers of whom the U. S. A. I. G. was critical, what 
harm could be done by bringing them into membership? They could do no 
more harm inside the Union than outside it. On the contrary, they were far 
less likely to do harm if they had to sit round the table with other members for 
a frank expression of views. He had a confession to make. He himself was 
a broker as well as being the Managing Director of an Insurance Company, the 
agent of Marine and Fire Companies and the Chairman of the Dutch Aviation 
Insurance Pool. Therefore he could express the opinion from a broker's point of 
view that if his methods of obtaining business were in any way open to criti- 
cism, the last thing that he would wish to be would be a member of the Union, 
since he would have to confront and attend meetings with gentlemen who migh\ 
tell him to his face that his methods were not in accordance with the best 
traditions of insurance, and he would not feel so happy about it. He was not 
saying this in particular in connection with Aero Associates; the argument 
applied in principle to any case where an existing member opposed the admis- 
sion of a new member on the grounds of unfair competition. It might be that 
Al Smith had other things to say which he had left unsaid during the discussion, 
but he would like to ask him to reconsider the position carefully in conjunction 
with his fellow directors with a view to deciding whether it would not be in 
the best interests of everybody to withdraw their opposition so that Aero 
Associates could be elected at or before the next meeting. 

Another point which he wished to raise was the question of competition, whicb 
was always omitted from the agenda. He would like to quot: the case of marine 
underwriters who, of course, had their difficulties, but who at times came 
together in conjunction with Lloyd’s Underwriters and other international 
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Marine markets, and who had worked out the marine market hull agreement 
which had proved a great success. For the benefit of those who did not know, 
this agreement provided that when a fleet was up for renewal no broker could 
get away with the fleet to other underwriters unless they had asked the results 
of the previous year, and the new premium was rated in accordance with such 
results. He appreciated that this was not possible with aviation insurance 
because of the repeated changes in the type of aircraft and the type of risk, but 
he thought that something might be done to protect the existing lead against un- 
reasonable competition. He would not go so:far as to say that the rules as 
regards the Hull agreement could be adopted, but it should be possible to come 
to some agreement under which the existing lead was respected, and there were 
some safeguard against absurd undercutting of rates. 

It was obvious that in the future the family of the I. U. A. I. was going to 
be enlarged, and he felt that in some respects the Aero Associates was a test 
case. Members of the I. U. A. I. had had their quarrels among each other, 
but on the whole the strength of the Union lay in the fact that members now 
knew and trusted and respected each other. Where competition arose it 
should be the object of the I. U. A. I. to admit such competitors to the I. U. A. I. 
and to make them members of the family so that mutual trust and respect could 
be achieved. He believed that on this basis the bringing of Aero Associates into 
membership of the Union might well prove a milestone. 

The President said that Mr. de Viaming had raised some rather broad points. 
He proposed to adjourn the meeting for five minutes in order to allow personal 
discussion, but before doing so he wished to emphasise that members were ad- 
mitted not merely on the basis of their answers to the questionnaire as to 
capital, premium income, net retention, etc., but that their general standing and 
reputation as underwriters was also a vital point for consideration. 

Mr. Murray Stewart said that while he thought there was a lot of common 
sense in what Mr. de Viaming had said, and he agreed with him on a lot of 
his points, he wished to make it clear that he had not discussed the matter with 
Mr. de Vlaming or in any way influenced his remarks. 

The meeting was then adjourned. 

After a short adjournment the President again called the meeting to order. 

Mr. Per Hansson said that even before the adjournment he had made up his 
mind to express his own personal opinion. Firstly, he thought that there had 
been unanimous agreement at the previous day’s meeting that the Union did not 
wish to admit brokers as members. That meant that whenever there was any 
doubt about an application for admission it must be a question of fact as to 
whether the applicant was a genuine underwriter, or a broker in disguise. He 
also thought that it was agreed that members required further information in 
order to make up their minds on this point in the particular case referred to by 
Mr. de Vilaming and that there could therefore be no question of reopening the 
discussion at this stage. Thirdly, he felt that Mr. de Viaming’s reference to the 
fact that he himself was a broker was beside the point, because he was attending 
the Union in his capacity as Chairman of the Dutch Pool and both spoke and 
acted in that capacity. e 

As regards Mr. de Viaming’s reference to competition and to the marine hull 
agreement, he was strongly opposed to the Union as such seeking to enter into 
any type of trade agreement. This had been tried over and over again in 
similar organisations, and had always failed. It was essentially a matter for 
individual agreement between members, and not for an international Union 
of this nature. 

Captain Lamplugh said that he entirely agreed with Mr. Per Hansson as 
regards the application of Aero Associates and the non-eligibility of brokers to 
membership. He was not too sure, however, that he agreed with Mr. Per 
Hansson on the second point. There were signs in the London market at least 
that some form of agreement was being reached on underwriting matters, 
and he thought that the point should be borne in mind by the Union. 

Mr. Al Smith said that anything on the lines of the Marine Hull Agreement 
would be out of the question so far as the U. 8. A. I. G. were concerned. Ameri- 
ean Marine Underwriters were specially privileged under Federal Legislation, 
but aviation underwriters were subject to the U. S. A. Public Law No. 15 and 
any attempt on the part of American Aviation Underwriters to join in an agree- 
ment such as suggested by Mr. de Vilaming would leave them open to prosecution. 

As regards the application of Aero Associates, his impression was that the 
U. 8. A. I. G. was not the only member which had doubts about their election, 
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so that a withdrawal of their opposition prior to, or at, the next meeting would 
not necessarily mean that they would be automatically elected. He agreed with 
Mr. de Vlaming in thinking that the qualifications for membership were not 
sufficinetly strictly defined. On the face of it anyone who could show by his 
answers to the questionnaire that he was carrying on business as a direct insurer 
of aviation risks to a substantial extent, was qualified for membership: There 
had, however, to be further qualifications. You might have, for example, a man 
who wanted to become a member of the Bar Association. He might be a brilliant 
lawyer who had passed all his legal examinations with flying colours, but his 
stiffest hurdle was the Committee on Character. If the Union was to preserve its 
international standing it must be composed of members whose operations con- 
formed to the best traditions of underwriting. He hesitated to make a definite 
proposal, but as a suggestion it would seem to him that it might be desirable 
to appoint a small standing committee to consider applications by new members. 
If any member had doubts about the eligibility of an applicant he might well 
prefer to express and discuss these doubts informally with a small Committee 
rather than have to express them in open debate at a general meeting. He sug- 
gested therefore that two things were required; a revision of the Statute as 
regards eligibility and a Standing Committee to consider applications for mem- 
bership with powers of recommendation only. 

The President called for comments on Mr. Smith’s proposals. 

Mr. Goodfellow said that without commenting on the desirability or otherwise 
of a membership subcommittee, he thought members should think twice before 
amending the Statutes as to eligibility. To his mind there was no difficulty about 
subparagraphs (a) and (b) of Article 5, which merely laid down minimum 
qualifications. It did not necessarily mean that because an applicant possessed 
these minimum qualifications he would be elected to membership, but merely 
that unless he possessed them he was not even eligible for consideration. 

Subparagraph 5 (c) read: “Other aviation bodies or groups which are con- 
sidered to have special qualifications for membership.” 

If he remembered rightly it was inserted in the first place to meet the case of 
the Swiss Re who, although a most desirable and respected member, did not 
qualify under subparagraphs (a) and (b) because its aviation business was 
entirely confined to reinsurance. There might be similar cases in the future, and 
he thought it most desirable that the Union should leave itself a reasonable 
latitude as to what members it wanted and did not want. After all the Avia- 
tion Insurance Community was a comparatively small one, and was likely to 
remain so for some time to come. When an application for membership was 
received members had ample opportunity to make their own enquiries and were 
not voting blindly. For these reasons he hoped that there would be no question 
of amending Article 5 at the present time. 

The President said that he thought Mr. Goodfellow’s remarks were wise. 
The trouble in the case of Aero Associates was in his opinion that the member 
sponsoring the application had not first satisfied himself that there was no oppo- 
sition from the existing member from the same country. Whatever the rules 
might say there were always bound to be difficulties if an application by a new 
member was opposed by an existing member from the same country, and he 
felt that it was far preferable that any such difficulties should be discussed 
privately prior to the general meeting rather than that they should have to be 
aired at such meetings. He was not suggesting that Mr. Murray Stewart had 
done anything wrong in this case, but simply that as a matter of practical poli- 
tics anyone who sponsored an application should in future first consult the exist- 
ing member or members of the same country. 

Mr. Murray Stewart said that had the U. S. A. I. G. been the National Pool of 
the United States he would certainly have consulted them, but he did not think it 
necessary to do so in this case, because they were only one of three Aviation 
Insurance Pools in the U. S. A. 

The President agreed, but pointed out that the U. S. A. I. G. was an old and 
respected member of the Union, and that its views on a question of this sort 
must naturally carry considerable weight. He thought that in future the course 
which he had suggested should be adopted, as it had been in the case of the 
application of N. E.N. 

Normally in such cases the application was dealt with by the Chairman, Vice 
Chairmen and the Central Office in contact with the existing member or mem- 
bers from the same country. If, however, a majority of the members wished to 
put the matter on a formal basis and to have a standing committee he would 
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not oppose it. He would, however, like to have confirmation that the decision 
taken as to the application by Aero Associates Inc., namely that it should be 
deferred until the next meeting, was not to be reopened. 

Secondly, he would like to have the views of the meeting as to the suggested 
hull agreement. His own view was that it could not now be dealt with by the 
I. U. A. L, particularly having regard to the situation of the American market. 

Dr. Hasler said that as regards the application of Aero Associates he agreed 
with the President that the matter had been decided and should not be re- 
opened at this stage. As regards the election of members he agreed with Mr. 
Smith that a small Committee consisting say of the President, the Vice Presi- 
dents, and perhaps one other member might be useful. 

Mr. Al Smith suggested that a longer notice of application for election to 
membership should also be required. In this particular case the U. 8S. A. I. G. 
only had notice of the application one week before its delegates left the U. S. A. 

The President suggested that members should receive at least one clear 
month’s notice of applications for election and that if any objection were re- 
ceived within this period the question of election should automatically be post- 
poned until the following meeting. 

Mr. Al Smith thought that this was going too far; he would like to have at 
least one month, and preferably six weeks’ notice of applications for member- 
ship, but he did not think that just because one member sought to block the 
application it should automatically involve postponement for twelve months. 

Mr. Gravelin said that he had no comments to make on the hull agreement. 
As regards Aero Associates he was in favour of adhering to the decision already 
taken. As regards membership generally he was in favour of having a mem- 
bership subcommittee. 

Mr. Per Hannson thought that instead of electing a special subcommittee the 
President and two Vice Presidents should act in this capacity. 

The President agreed on the basis that the President and Vice Presidents 
would consult the existing National member or members and the Legal Adviser. 

After further discussion it was agreed that the President, the two Vice 
Presidents and the Legal Adviser should act as a standing committee for appli- 
eations for membership and should submit their recommendations to the general 
meeting after having consulted with the existing national member, or members, 
if any. 

It was further agreed that there should be no further debate at the meeting 
on the application of Aero Associates, Inc. 

It was further agreed that no immediate action should be taken on the ques- 
tion of an aviation hull agreement but that the union should keep in close touch 
with any developments in the London or other aviation markets in this respect. 

Mr. Juhlin Dannfelt raised the question as to whether the meeting wished 
to make any changes in the Articles as regards eligibility of membership as 
suggested by Mr. Smith. 

Mr. Al Smith said that in view of the election of the membership subcommittee 
he was quite prepared to withdraw his suggestions in this connection. 

It was agreed that this point should not be further considered by the meet- 
ing, but should be studied by the subcommittee appointed to consider the ques- 
tion of voting powers. 


Item No. 20 on the agenda—Date and place of the next meeting 


The President reported that a study of the Minutes showed that since the 
foundation of the Union the General Meetings had been held as follows: United 
Kingdom, four times; Switzerland, three times; Sweden, twice; Italy, twice; 
Germany, France, Belgium, and Holland, once each. 

M. Cannet said that the French delegation would be very glad if the next 
meeting could be held in the South of France or in French North African 
territory. 

Accepted with acclamation. 

The President said that a date could be fixed in consultation with the Central 
Office and to meet the convenience as far as possible of the American delegates, 
who had such a long way to travel. 

Mr. Al Smith said that his delegation particularly appreciated the kindness of 
members in accommodating the date of the meeting to their convenience. The 
U. S. A. would be very pleased if at a later date, say, in 1954, the meeting could 
be held in America, but they appreciated that on the score of expense, distance 
and exchange restrictions this might give rise to practical difficulties. They did 
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not ask therefore for an immediate decision, and they would not press the point 
if it would mean a reduction in attendance, but he would like it put on record 
that if it could be arranged the U. S. A. I. G. would be very glad to act as hosts 
whenever it was convenient. [Applause.] 


Item No. 21 on the agenda—The Dutch proposal as to voting 


The President reported that the Dutch Pool had suggested that voting should 
in future take place by secret ballot. He called on Mr. de Viaming to speak in 
support of his proposal. 

Mr. de Vlaming said that when the Union was a small family they had always 
known in advance whom they were going to elect as President and Vice President 
so that there was no point in an election by ballot. Now, however, the family 
was getting larger, and there might be contested elections in which case it was 
obvious that a vote by secret ballot was to be preferred. 

Captain Lamplugh opposed the Dutch proposal. He thought that secret ballots 
should be limited to cases of extreme necessity. All the members of the Union 
were friendly enough to be able to discuss matters openly and frankly without 
the necessity for secret ballots which would be a retrograde step. 

Dr. Hasler requested that views round the table should betaken. 

Mr. Juhlin Dannfelt considered that if any member expressed a wish for a 
secret ballot the request should be acceded to. 

Mr. Gravelin thought that the point was covered by Article 3 (b) of the In- 
ternal Regulations. 

The President expressed the view that if any member requested a secret ballot 
he was entitled to it. He asked, however, whether Mr. de Viaming was asking for 
a secret ballot on all votes, or merely on the election of the President and Vice 
Presidents on this particular occasion. If he was asking that there should al- 
ways be a secret ballot then he thought that Captain Lamplugh was right and 
that this would be a retrograde step. He thought that the proper procedure 
would be that if a member wanted a secret ballot on any particular point he 
should notify the President in advance. The President could then simply say 
that a secret ballot had been requested which would remove any personal element. 

Mr. Juhlin Dannfelt said that he had not intended to suggest that there should 
be any amendment of the Statutes or Internal Regulations, but merely meant 
that on this occasion a secret ballot had been requested by Mr. de Vlaming and 
that it should therefore be agreed to. 

Captain Lamplugh agreed that if Mr. de Vlaming wished for a secret ballot 
he was entitled to it, but thought that there should be no alteration in the 
general procedure under the internal regulations. 

Mr. de Vlaming said that in his view all votes at the Annual General Meeting 
should be by secret ballot. : 

The President said that they could record in the Minutes that votes should 
be taken by secret ballot unless otherwise decided. 

Mr. Murray Stewart asked for clarification as to whether the secret ballot 
applied only to the election of officers or to any other matter on which the 
general meeting might have to vote. 

Mr. de Vlaming said that he was only asking for it on the election of officers. 

Mr. de Walque and Mr. Gravelin supported this proposal. 

Mr. Al Smith said that he had no strong feeling on the matter but was quite 
clear that in accordance with the principles of democracy a secret ballot should 
be allowed whenever it was demanded. 

Mr. Clair agreed. 

Dr. de Mori was opposed to an individual delegate having the right to demand 
a secret ballot. 

Dr. Hasler agreed with Mr. de Viaming’s proposal but thought there should 
be no change in the Statutes and that the matter should merely be recorded in 
the Minutes. 

Dr. Wimmer agreed with Dr. Hasler. 

It was agreed that it should be recorded in the minutes that all elections for 
the office of President and Vice President should be by secret ballot unless and 
until otherwise decided. 

Mr. Per Hannson pointed out that the Dutch proposal also included the sug- 
gestion that the first Vice-President should automatically become President in 
due course. 

The President said that generally speaking election to vice-presidency indi- 
cated that the member elected was a possible candidate for presidency and was 
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in any case a suitable person to take the chair at meetings in the absence of the 

President. He thought, however, that this was a matter rather of common 

sense and not one on which any resolution should be recorded in the Minutes. 
Unanimously agreed. 


Item No. 22 on the agenda—Election of officers 


On the suggestion of Mr. Al Smith it was agreed that Mr. Ward, the observer 
on behalf of the L. A. U. A. and Mr. Goodfellow, the legal adviser, should act 
as scrutineers. 

The President proposed Mr. Robert Gravelin for election as the future 
President. 

No other nominations were received and on a secret ballot Mr. Gravelin was 
unanimously elected as President. [Applause.] 

Mr. Gravelin: “Mr. Chairman and gentlemen, I thank you very heartily for 
the honour you have given me by your votes. I want you to know that I 
appreciate that your choice has been dictated by the fact that my country has 
not yet had an opportunity of occupying the Chair. With the help of the 
Central Office, and our Legal Adviser, with whom I am accustomed to work 
hand in hand, I promise you that I will try to act in the best interests of 
our Union. I notice that you have left some difficult questions to be settled 
for next year, and I know that I have not the qualities of my friend Diego 
Hagmann, but I can assure you that I will do my best.” [Applause.] 

The President pointed out that the Statutes provided for either one or two 
Vice Presidents and asked which members preferred. 

Unanimously agreed that there should be two Vice Presidents. 

Mr. Goodfellow mentioned that from the practical point of view it was a 
considerable advantage to have one Vice President in the same country as 
the Central Office. Both he and the Central Office had found Mr. Hagmann 
most speedy and helpful in dealing with all matters by correspondence, and he 
was sure that the same would be true of the new President, but there were 
occasions where a quick decision had to be taken and where it was of great 
assistance to be able to make immediate contact with a Vice President on the 
spot. 

The President raised a query as to whether any distinction was to be drawn 
between the first and second Vice Presidents. 

Mr. Goodfellow pointed out that the only necessary distinction was that if 
the chairman for any reason was unable to preside at a meeting it was neces- 
sary to know who was the first choice to take his place, and this would normally 
be the first Vice President. In all other respects they were equal. 

This was unanimously agreed. 

There were further discussions as to the necessity for having a Vice Presi- 
dent in the same country as the Central Office. 

Mr. Goodfellow said that although there was generally time to consult the 
President by letter it was a distinct advantage to have a Vice President avail- 
able on the spot in case of emergency. 

Mr. de Vlaming on the other hand, while realising the difficulties, felt that in 
fairness to other countries there should be no definite rule that one of the Vice 
Presidents should be English simply because the Central Office happened to be 
in London. 

Discussions then took place on nominations for Vice Presidency. Ultimately 
Captain Lamplugh, Mr. Al Smith, Mr. Per Hansson and Dr. de Mori were pro- 
posed (Mr. de Vilaming, Mr. Juhlin Dannfelt, Mr. Clair and Mr. Murray Stewart 
were also nominated, but declined to stand.) 

A secret ballot was then taken and the results announced as follows: First 
Vice President, Mr. Per Hansson; Second Vice President, Mr. Al Smith. 

Mr. Per Hansson expressed his appreciation on behalf of himself and his 
fellow Vice President with whom he was on an equal footing. 


Item No. 23 on the agenda—Any other business 

No other business was raised. 

Mr. Hagmann: “In that case there only remains for me to thank you all for 
your cooperation, and especially I would like to thank again Dr. de Mori for 
all that he has done for us. There will, of course, at the official banquet be 
the formal speeches of thanks, but nevertheless I want to repeat here again 
how wonderfully he has arranged everything for us, and I would also like him 
to pass our thanks on to the Assicurazioni Generali who have so very kindly 





ie 
k 
f 
d 
0 


45 5e0x8 7, 


THE INSURANCE INDUSTRY 581 


placed these fine premises at our disposal. Lastly, I would like to express our 
thanks to the Central Office, which means for us our dear Miss Bett—we are 
very happy indeed to have her working with her usual interest for the benefit 
of the I. U. A. I.” 

Captain Lamplugh: “Mr. President, before we close I would like to express 
on behalf of us all our appreciation of the first class President we have had 
over the past three years. I have known no President of the I. U. A. I. who 
has taken a keener interest in its work. You have been magnificent and I feel 
that I am doing no more than all the members would wish me to do in say- 
ing so.” 

Mr. Hagmann: “These are very kind words which our dear Captain Lamplugh 
has said to me. I know how well he puts his words. He is a real artist at 
that. I am quite prepared to discount a considerable extent of the nice things 
he said. If you have been satisfied with my work during these three years I 
am indeed very happy and I must say that it was a real pleasure to be at your 
head for which this is due to you, since you all showed such friendly coopera- 
tion. I can only say that these three years in which I have had the honour to 
be in the Chair will always belong to the happiest recollections of my business 
life. 


INTERNATIONAL UNION OF AVIATION INSURERS—MEETING HELD IN ALGIERS 
OcTOBER 13-14, 1953 
Present 

Monsieur R. Gravelin (in the chair). 

Belgium: Compagnie Belge d’Assurances Aviation S. A.—Monsieur A. de 
Walque. 

France: Association Generale des Societes d’Assurances contre les Accidents— 
Monsieur L. Porte, Monsieur G. de Beaucorps; observers, Monsieur E. Duchez, 
Monsieur J. Veron, Monsieur Chanson. 

Germany: The Deutscher Luftpool—Dr. H. H. Wimmer, Dr. C. Pfeiffer. 

Great Britain: 

Aviation & General Insurance Co., Ltd.—Mr. L. Murray-Stewart, Mr. W. J. 
Floyd. 

Aviation Insurance Offices Association—Capt. A. G. Lamplugh, Mr. G. E. 
Clair, Mr. G. H. T. Humphreys, Mr. G. E. Willett. 

The British Aviation Insurance Co., Ltd.—Capt. A. G. Lamplugh, Mr. R. H. 
Jennens. 

Holland: De Nederlandsche Luchtvaartpool N. V.—Mr. W. de Vlaming, Dr. 
J.R. Goddard. 

India : The New India Assurance Co., Ltd.—Mr. V. K. Shah. 

Italy: Consorzio Italiano di Assicurazioni Aeronautiche—Dott B. de Mori. 

Scandinavia: Mr. Ake Hammarlund (observer), Den Nordiska Poolen for 
Luftfartforsakring. 

Denmark: Dansk Pool for Luftfartforsikring—Mr. H. V. Bundesen. 
Finland: Finsk Flygforsikringspool—Mr. C. Juhlin Dannfelt. 
Norway : Norsk Flyforsikringspool—Mr. Per M. Hansson. 

Sweden: Svenska Flygforsakringspoolen—Mr. G. Kalderen. 

Spain: Agrupacion de Aseguradores de Riesgos de Aviacion—Senor Jose Maria 
Sunyer, Senor Luis F. Agudin. 

Switzerland: 

Accident & Casualty Insurance Company of Winterthur—Dr. W. Meyer. 

Swiss Reinsurance Co.—Mr. V. Tisi. 

Zurich General Accident & Liability Insurance Co., Ltd.—Mr. D. Hagmann. 

United States of America : United States Aviation Underwriters, Inc.—Mr. A. J. 
Smith. 

Observers: Lloyd’s Aviation Underwriters Association—Mr. Charles H. Ward. 

In attendance: Mr. Alan Goodfellow, legal adviser; Miss M. G. Bett, central 
office. 

The meeting opened at 9: 30a. m. 

1. Opening speeches 

M. R. Gravelin, as President, asked M. Porte to welcome the members on behalf 

of the French delegation. 


M. Porte said that the French delegation, which had been honoured by the 
choice of one of its members as President of the Union, had done its best in 
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the organisation of the meeting at Algiers and he was glad to have the honour 
of welcome the delegates to Algiers in the name of the Association Generale. 
He read a telegram from the President of the Group, M. Bernard Spycket, regret- 
ting his inability to attend the meeting and expressing his warmest good wishes 
for its success. All the members of the French delegation would be glad to be of 
assistance to the delegates and in particular M. Rebattet and M. Moenclay would 
be at the disposal of delegates for advise and assistance at all times. As each 
year brought the members together round the conference table there had grown 
up bonds of friendship and understanding which could be felt at the meetings and 
which made it possible for members to deal with the problems objectively and with 
the sincere intention of setting them on lines acceptable to all. Ata time when 
world aviation was making such great strides, when new laws were being 
created and new jurisprudences arising, the Union had a valuable role to fulfil 
and the co-operation of its members was mutually advantageous. 

In view of their role as hosts M. Forte declared in advance that the French 
delegation would not vote on the question of election of new members since he 
felt that it was their duty rather to welcome those who might be accepted in this 
capacity. [Applause.] 

The President thanked M. Porte for his kind words and added his own good 
wishes for the success of the meeting. His first, and agreeable, duty was to 
welcome the newcomers to the meeting, Dr. Pfeiffer of the Deutscher Luftpool, 
Mr. Kalderen and Mr. Bundesen of the Northern Pool and Dr. Goddard of the 
Dutch Pool, though the last named was no stranger to most of the delegates who 
would remember his efforts in connection with the wonderful party organized in 
Amsterdam by Mr. de Vlaming and his Dutch colleagues. 

He extended a special welcome to Mr. Humphreys and Mr. Willett, both from 
the A. I. O. A. of London, because their attendance as additional representatives 
of the United Kingdom meant that for the first time the French delegation was 
not the largest at the meeting! He also wished to make special mention of Mr. 
Shah, not only because it was his first personal appearance at the meetings, but 
also because it was the first occasion on which his Company, the New India, 
had been represented at a conference. He had received a personal letter from 
Mr. d’Amblee regretting his inability to attend the meeting. He had also re- 
ceived a similar letter from the Misr Insurance Company of Egypt and had seen 
Mr. Ahmed Enan, who had told him that he agreed in advance to everything which 
the meeting was going to decide—which perhaps was a little rash of him! The 
Central Office had also received a letter from the Insurance Corporation of Ireland 
regretting their inability to attend. While dealing with personalities he would 
like to take the opportunity of congratulating Mr. Al Smith, one of the Vice Presi- 
dents of the Union, on his election as President of the U. 8S. A. I. G., a fitting 
reward for his fine work in aviation insurance. [Applause.] 

He reminded members that under the new rules there was now only one vote 
per member and he would therefore ask the delegate authorised to exercise this 
vote on behalf of his delegation to underline his name on the attendance list 
which would be circulated for this purpose. 


2. Minutes of the previous meeting 


The President reminded members that the Minutes of the previous meeting 
had been circulated. A few corrections had been notified and made. Unless 
any member desired any explanation or had any further amendments to notify 
he would formally propose the approval of the Minutes. 

The minutes of the annual general meeting for 1952 were formally approved. 


}. Distribution of ballot papers 


The President proposed that this item on the agenda should be deferred until 
the time came for the election of officers of the Union so as to avoid any risk 
of the ballot papers getting mislaid meanwhile. 

This was agreed. 


|. Applications for membership 


At the request of the President the observers withdrew from the meeting while 
this item was being discussed. 

The President reminded the meeting that it had been agreed in Venice that 
a small subcommittee consisting of the President, the two Vice Presidents and the 
Legal Adviser should be set up to consider applications for membership and to 
make recommendations thereon to the general meeting. The Committee had held 
a meeting for this purpose the previous day and he called on the Legal Adviser 
to read its recommendations. 
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Mr. Goodfellow as Legal Adviser reported that the recommendations of the 
subcommittee were as follows: 

(a) Ruby General Insurance Company, Ltd., of Calcutta ; and 

(b) Sterling General Insurance Co., Ltd., of New Delhi. 

The subcommittee unanimously recommended that the applications of these 
two companies should be deferred to the next general meeting in view of the 
uncertain position created in Indian Aviation insurance by the decision to 
nationalise air transport. 

(c) Aero Associates, Inc., of New York. 

After very careful consideration the subcommittee unanimously recommended 
that the application of this company should not be accepted at the present stage 
of its development and activities. 

(d) Agrupacion de Aseguadores de Riesgos de Aviacion of Madrid. 

The subcommittee unanimously recommended that this application should be 
accepted with immediate effect. 

On the question of voting rights of members, a matter which had also been 
referred to the subcommittee by the Venice meeting (page 41 of the Minutes), 
Mr. Goodfellow reported that the subcommittee was still considering the problem 
and would make its recommendations at a later date. 

The President suggested that the election of members should be dealt with by 
secret vote on this occasion. 

This was unanimously agreed. 

Mr. de Vlaming said that he thought it would help members in voting if the 
subcommittee would give its reasons for its recommendations especially in con- 
nection with the application which was not recommended for acceptance. Cap- 
tain Lamplugh agreed. 

The President said that one of the reasons for appointing a subcommittee was 
that matters of this sort could be more fully and freely discussed in a small sub- 
committee than at a full general meeting. The recommendation of the subcom- 
mittee in connection with Aero Associates, Inc., had only been made after very 
careful consideration. They could not say that this company was not qualified 
for membership, nor was their recommendation based solely on the fact that the 
application was opposed by an existing member from the same country. Election 
to membership of the Union, however, was not merely a question of eligibility, 
but it was also something of an honour—he hoped he was not using too big a 
word—and this was also a point which had to be borne in mind in considering 
applications. 

Mr. Per Hansson said that he thought that the meeting ought to accept the 
views expressed by the President on behalf of the subcommittee and should not 
press for fuller explanations. 

Mr. Goodfellow said that the subcommittee did want to make it very clear to 
the meeting that the mere fact that the company concerned was associated with 
a firm of insurance brokers was not in itself a valid reason for rejecting the 
application. Equally, the mere fact that an existing member from the same 
country opposed the application was not by itself a valid reason for rejection. 
The reason for the recommendation in this case was that on the evidence placed 
before the subcommittee it had come to the conclusion that at the present stage 
of its development and activities the company concerned did not qualify for 
membership in the full sense of the term. A great deal of the evidence concerned 
was already familiar to those members who had attended the Venice meeting. 
During the course of the past year the attitude of the existing member from the 
same country had not changed, indeed if anything it had stiffened. The subcom- 
mittee had reached the conclusion that this attitude was justified. 

Mr. De Viaming said that members had left it to the subcommittee to make 
recommmendations. They had put a difficult matter into wise hands and he 
thought that the meeting ought to accept the recommendations made. 
He wished, however, to make one observation. If the applicant in question was 
refused it would really be because of its methods of carrying on the business of 
aviation insurance. This being so, he felt that it must follow that if the appli- 
cation was rejected no member of the Union would have any dealings directly 
or indirectly with the company concerned. 

Captain Lamplugh said that he thought the reason for rejection was a weak 
one, Many of the members disagreed with some of the methods of other mem- 
bers. They had done so in the past and would probably continue to do so in 
the future. Aviation insurance was still in the development stage, and there 
were bound to be disagreements as to how it should be conducted but this was 
no justification for refusing to do business with each other. 
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Mr. Per Hansson criticised Mr. de Vlaming’s attitude. Any kind of blockade 
from members of the Union directed against non member companies who were 
carrying on aviation insurance business would be a false step. Each member 
must be free to take its own decisions in matters of this sort and even a gen- 
eral recommendation to members of the Union on the lines suggested by Mr. 
de Vilaming would be wrong. 

Captain Lamplugh said that he wished to put a direct question to Mr. Al 
Smith. If Aero Associates, Inc., were elected to membership did it mean that 
the U.S. A. I. G. would resign from the Union? 

Mr. Al Smith said that he did not think that it would be fair to the mem- 
bers for him to reply to the question at this stage. Certainly he would not 
like to resort to the tactics suggested. He did feel, however, that perhaps he 
owed it to members to make some fuller explanation of the reasons for the oppo- 
sition of the U. 8. A. I. G. to the application, and he asked permission to do this 
on the understanding that his remarks would not be recorded in the minutes. 

This was agreed and Mr. Al Smith then read at some length from his notes. 

After consultation with Mr. Murray Stewart Captain Lamplugh said that 
he was sorry that Mr. Al Smith did not feel able to give a direct answer to his 
question. It seemed to him that many of Mr. Al Smith’s arguments were based 
on the question of unfair competition. Nevertheless, after discussing the matter 
with Mr. Murray Stewart they were both prepared to accept the recommendation 
of the Sub-Committee and to let the matter clear itself up in course of time. 

Mr. Murray Stewart said that he did not feel that Aero Associates Inc. should 
be kept held on a string indefinitely. If their application was rejected it should 
be rejected once and for all rather than keep them in indefinite suspense. 

Mr. Goodfellow said that if the recommendation of the subcommittee was 
accepted it would mean that the current application of Aero Associates, Inc., 
was rejected and that this application would not come up again before the meet- 
ing. This, however, did not necessarily mean that the matter was concluded 
for all time. If at some later stage of its development Aero Associates, Inc., 
wished to make a fresh application for membership there would be nothing 
to prevent them from doing so and the application would be considered on its 
merits at that time. 

The President confirmed this view. Any decision taken at the meeting would 
deal with the situation as it now existed, but there would be nothing to prevent 
a subsequent meeting in, say, two or three years’ time, from reaching a different 
decision. 

Mr. de Vlaming said that the Dutch Pool would follow the recommendation of 
the subcommittee. He wished to add, however, that after listening to the ex- 
planations of Mr. Al Smith it was his opinion that the people mostly to blame 
in the matter were a certain section of the English underwriters. He agreed 
with Mr. Per Hansson that it might be impossible for members of the Union 
not to have any dealings with the people concerned, but he wished to warn mem- 
bers that if they did allow themselves to have dealings with insurance brokers 
in such a way as to bring about unfair and unsound competition he felt that it 
would ultimately result in the dissolution of the I. U. A. I. 

A vote was then taken by secret ballot and it was announced that the recom- 
mendations of the Sub-Committee in all four cases had been accepted with one 
abstention. 


5. President’s report 


The President read his report as follows: 

“Both the Central Office and I have tried to keep you fully informed during the 
year by means of intermember memoranda. Several items contained in these 
memoranda are included for discussion at this meeting as you have seen from 
the agenda. Therefore I will not waste your time on these matters. 

“IT am sure that you will have noticed that the Underwriting subcommittee has 
done more and better work this year than previously, under its new Chairman. 
The Venice meeting had in fact overlooked the reelection of the members of this 
important subcommittee. As President, therefore I took it upon myself to invite 
the existing members to continue in office. Mr. de Walque agreed to continue, 
but Mr. Jennens, owing to pressure of work, asked to be relieved, and at the 
same time suggested that if the London market was to be represented on the 
committee no better choice could be found than Captain Lamplugh. I therefore 
asked Captain Lamplugh to join the committee as its chairman. I hardly dared 
to hope that he would accept such a comparatively small job, but I am glad to 
say that he has done so. M. de Beaucorps took my place as the representative of 
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the French market, thereby greatly strengthening the committee. I attended all 
its meetings ex officio and at the first meeting of the committee it was decided 
to accept Mr. Goodfellow’s offer to serve on the committee in an honorary 
capacity and he was appointed a member accordingly. 

“During the year an important decision had to be taken as to whether or not 
we should send an Observer to the Ninth Session of the Legal Committee of 
I. C. A. O. at Rio de Janeiro for the final debate on the revision of the Warsaw 
Convention. After consultation with the Vice President I decided not to send an 
Observer. I want to make my reasons for this decision clear. It was not taken 
solely on the grounds of expense, though the cost of sending a qualified repre- 
sentative all the way to Rio for several weeks would obviously rave been heavy. 
I was influenced by the fact that we had already over a period of years put for- 
ward either in debate or in correspondence all the points which we considered to 
be of importance to aviation insurers. Many of these, as the result of close as- 
sociation between our Legal Adviser and the Rapporteur, Major K. M. Beaumont, 
had already been incorporated in the revised draft. Others had been rejected by 
such a large majority that there seemed to be little hope of getting them accepted 
by further argument. Furthermore, we knew that the I. A. T. A., whose views on 
this subject largely coincided with our own, would be strongly represented at 
the meeting, and felt that there was a good deal to be said for letting them 
fight the battle on matters which were primarily their concern. We therefore 
contented ourselves with submitting our observations in writing. These were 
prepared by the Legal Adviser and as you will hear at a later stage in the 
debate it appears that they were not without effect. 

“I would like to make it clear that the decision not to send an observer applied 
only to this special case and does not imply any intention not to continue to work 
in close contact with other international bodies. It goes without saying that 
whatever international laws may be decided upon we, as underwriters, must sub- 
mit to them as servants of the aviation industry. Our part is to give our views 
and recommendations to those responsible and to help to construct international 
nir law on the soundest possible lines. 

“I think that this covers the most important developments during the year, 
but I shall be glad to answer any questions, or to give any further explanations.” 

The report of the President was unanimously approved. 


6. Reports on national markets 


The President said that he was glad to be able to announce that these reports 
had come in earlier this year. There was still room for improvement in this 
respect, however. The reports were supposed to be received one month prior 
to the General Meeting so as to give time for careful study. Most of them had 
only been received a few days before the meeting, but this at least represented 
an improvement on previous years when they had only been presented at the 
meeting (or, in some cases, after it). [Laughter.] 

In reply to a question by Mr. Goodfellow the President said that there were 
no further reports to distribute at the meeting, but that certain members had 
still not sent in their reports. He hoped that those members who had no 
prepared reports would prepare and circulate them at the earliest possible 
moment. 

He personally had found the U.S. A. report one of the most interesting, espe- 
cially the figures which showed that the total premium income over several 
years for a particular class of business could be wiped out by a single year’s 
bad claims experience. This had happened in connection with aircraft public 
liability (third party) insurance risks, and he hoped that it would be a lesson 
to his German friends who seemed to be prepared to quote very low premium 
rates. 

Another interesting report had been the one from the United Kingdom, and 
he hoped that some of the comments in this report would give rise to discussion 
not only amongst members, but also amongst the Observers. A further interest- 
ing point was raised by the report of the Northern Pool, dealing with the special 
risks arising from the introduction of tourist class travel and group travel in 
air transport. 

Mr. Hagmann said that he considered the reports a very useful survey of 
aviation conditions throughout the world, or at least in those countries repre- 
sented in the Union, and he was strongly in favour of their continuance. 

It was agreed that the reports should be continued. 

The President called for discussion on the reports. 
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Mr. Goodfellow said that he had one or two points to raise on the U. 8. A. I. G. 
report. In the first paragraph of their report they had stated that the average 
loss ratio over five years in respect of passenger liability had shown no material 
change. This was not borne out by the subsequent figures, which showed loss 
ratios of 65 and 44 percent, respectively, for the two periods under review. He 
asked for an explanation. 

Mr. Al Smith stated that he had noticed the same point on reading through 
the report and felt sure that there must be a typing error, but unfortunately he 
had no got the necessary figures with him to check it. He thought that members 
could take it for granted that there had not in fact been any material change 
and that one of the figures quoted must be an error. 

Mr. Goodfellow said that the report referred to public liability and to prop- 
erty damage. Was he right in assuming that these would both come under 
the heading of what the European market called “third party liability”, the 
one section relating to damage to persons and the other to damage to property? 

Mr. Al Smith confirmed this. 

Mr. Goodfellow went on to say that he had noted with great interest that 
the serious third party claims in connection with the Elizabeth accidents had 
in fact wiped out nearly five years total premium income for this class of risk. 
He had repeatedly warned the Legal Committee of I. C. A. O. and the Diplomatic 
Conference dealing with the revision of the Rome Convention that such a 
situation might arise and that they were on thoroughly unsound grounds in 
assuming that third party premium rates would always remain at their present 
very low level. 

He then referred to the statement in the report as to the high acquisition 
costs of personal accident insurance business in connection with insurance 
coupons obtained from automatic machines at airports and asked for an ex- 
planation as to why these costs were so high. 

Mr. Al Smith explained that it was partly due to the very high royalties 
which had to be paid to the manufacturers of the automatic machines and partly 
to cutthroat competition between the markets concerned. 

In answer to a question from Captain Lamplugh he said that the Associated 
Group, the Continental, the Liability Mutual and a Machine originally spon- 
sored by the Employers Group were the parties mainly concerned. The 
U. 8S. I. A. G. had reinsured the Employers Group for a limited period in order 
to obtain experience and to the best of his recollection they found that they 
were paying 56 percent of the gross premium in royalties alone, another 6 per- 
cent for excess reinsurance in the London market and a 3-cent stamp on every 
coupon. Taking everything into account they were lucky if 15 cents out of 
every dollar remained for the payment of claims. 

Mr. Clair said that he believed that something like 55 percent of the pre 
mium income went in repairs and maintenance of the machines. He knew 
of one case where money was put into one of these machines and the whole 
jackpot fell out. [Laughter. ] 

Dr. de Mori said that he thought the matter of tourist class and group travel 
represented a serious problem from the catastrophe point of view owing to thy 
accumulation of risks. He felt that the Underwriting Subcommittee should 
consider the question of an additional premium in respect of aircraft engaged 
in this type of traffic, and should also consider the possibility of forming an 
International Pool for catastrophe reinsurance without premium. 

Dr. Wimmer said that he supported Dr. de Mori’s proposal. In some parts 
of the London market it was the practice to include passenger liability risks 
in the hull premium and he thought that this was very dangerous in view ot 
of the accumulation of risks presented by the introduction of the tourist class. 
It was quite common nowadays to have as many as 80 or 90 passengers in 
a single plane, and even at Warsaw Convention limits this represented a serious 
potential catastrophe risk. 

The President asked whether the proposal was supported by the Northern 
ool. 

Mr. Per Hansson said that as he was not a member of the Underwriting 
Subcommittee he was always in favour of their being given more work to do. 
|Langhter.] At the same time he did not think that there was any practical 
possibility of founding such a pool between members without premium. To 
be serious, he wondered whether it was worth while asking the Underwriting 
Subcommittee to undertake such an impossible task. 

Captain Lamplugh said that he was not quite clear as to what it was that 
Dr. de Mori really wanted. If the proposal was to be considered by the Under- 
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writing Subcommittee he would like to have it put quite clearly in writing so 
that they should know exactly what it was that they were considering. 

The president agreed and said that in France they had had a similar pool 
for about twenty years in connection with Workmens Compensation. For a 
long period it had run without any claims, but lately there had been some claims 
in connection with accidents in aeroplanes and in mines. 

Mr. de Walque said that it seemed to him that the Italian Consorzio was 
trying to avoid payment of appropriate excess of loss premium. Such re- 
insurance could always be placed in the London market and he had never ex- 
perienced any difficulty in this connection. 

Dr. de Mori agreed but claimed that the premium rates were too high. 

Mr. Juhlin Dannfelt said that in mentioning the matter in their report the 
Northern Pool had not meant to suggest that an International Catastrophe 
Pool was required. They merely felt that the accumulation of risks created by 
this type of traffic ought to be noted by Underwriters and taken into account 
in rating the risks. He did not think that anything on the lines suggested by 
Dr. de Mori could or should be attempted. In his view anything of this sort 
was entirely a matter of private negotiation between individual members of the 
Union. 

Dr. de Mori said that he did not insist on his suggestion. 

Mr. Al Smith said that he thought that the suggestion might be workable as 
between two or more individual members both writing approximately the same 
amount of business. It had been tried in the U. S. A. and although it did not 
get very far he thought that it had possibilities, especially as regards excess 
liabilities. It might even be applied to hull insurances in respect to fire and 
wind storm risks only, but he thought that its greatest possibility was as re- 
gards excess liabilities. 

Mr. Tisi did not think that the founding of a Pool was practicable. Aviation 
underwriters must find their own means of looking after excess liabilities in 
connection with catastrophe risks which could always be placed in the London 
market. 

Mr. de Vilaming pointed out the risk that in the case of a series of catastro- 
phes the reinsurance market might no longer be available. While it was avail- 
able he agreed that members must continue to look after their excess liability 
risks in their own way. If and when difficulties arose they would have to meet 
round the table to try and find a solution on the lines suggested, but he did not 
think that there was any point in submitting the problem to the Underwriting 
Subcommittee at this stage. 

It was agreed not to submit the proposal for an international catastrophe 
pool to the underwriting subcommittee. 

Mr. Goodfellow said that in connection with its work on recommended policy 
wordings he thought that it would be useful for the Underwriting Committee 
to have some guidance from members as to their practice in dealing with claims 
for third party damage caused by “sonic bangs” (i. e., the shock wave produced 
by an aircraft when diving through the speed of sound). Was such damage 
covered in the countries of members by a property insurance policy which in- 
cluded aircraft damage? Was it covered by their normal aircraft public lia- 
bility policies? If not, was it the intention of members to include it or to ex- 
clude it? 

The President asked Captain Lamplugh and Mr. Al Smith for their views. 

Captain Lamplugh said that a special Technical Committee had been set up 
in England to explore the question. The indication was that only slight damage 
was likely to arise from this cause, and that it was invariably caused only to 
old property which was in a bad state of repair. So far he had denied liability 
for all claims of this nature. A much more serious problem, from the point 
of view of the aircraft operator, was the question of liability for nuisance, but 
as this was not covered by aviation policies it did not affect Underwriters. 

Mr. Al Smith said that claims had arisen in the U. S. A. not against the air- 
craft insurers, but against the property insurers. There had been cases in 
which whole sections had been stripped off tiled roofs—and not necessarily old 
property at that. As in all cases the aircraft concerned had been military air- 
craft it had not affected the aviation market. 

Mr. Goodfellow asked whether, subject to proof of the ownership of the air- 
craft causing the damage, the property owner or his insurer had in such cases 
a claim against the U. S. Government or whoever owned the aircraft. 

Mr. Al Smith said that he did not know. 


SoOTT of) 38 








5SS8 THE INSURANCE INDUSTRY 


Captain Lamplugh emphasised that in order to recover the claimant had to 
identify the aircraft which had caused the damage. 

Dr. Wimmer quoted the text of the new Rome Convention and said that in 
his view damage of this nature was not covered by the Convention. 

Mr. Goodfellow said that he was inclined to agree. He pointed out however 
that the Convention would only apply to damage caused by an aircraft of one 
Contracting State when fiying over the territory of another Contracting State. 
It did not apply to the normal case of an aircraft causing damage in he 
territory of its own State. 

The President said that in his opinion damage of this nature was clearly out- 
side the scope of the Rome Convention. What they were trying to ascertain was 
whether or not it was within the scope of the ordinary cover given by members’ 
policies. 

Captain Lamplugh said that in the case of an insured civil aircraft, where it 
was proved beyond doubt that this particular aircraft had caused the damage, he 
thought that he would probably pay. In practice, however, it was usually im- 
possible to identify the aircraft owing to its height and speed. 

The President raised the question of damage of this nature caused during 
flying displays. In such a case, where the organisers had expressly invited 
aircraft to take part in the meeting for the purpose of producing these sonic 
bangs he felt that the risk would be covered under the organisers’ liability policy. 

Captain Lamplugh agreed that this would probably be the case though he still 
felt that the aircraft concerned would have to be identified. 

M. de Beaucorps confirmed that no claims had yet been paid by aviation 
insurers in France, but in reply to a question by Dr. Wimmer he said that 
the risk was undoubtedly covered by their policy. 

Mr. Clair said that under the normal insurance wording he thought that the 
risk might be excluded since the section only covered ‘accidental damage to 
property”. He asked for Mr. Goodfellow’s views on this point. 

Mr. Goodfellow pointed out that one of the main objects for which the Under- 
writers on what was a difficult legal point. Obviously in such cases “damage” 
was caused. He was inclined to think that it was “accidental damage’ in the 
sense that although the pilot intended to pass through the speed of sound he did 
not intend to cause the damage. 

The President then closed the discussion on the grounds that they must 
await developments and could not take any immediate decision on the point. 

Dr. Wimmer said that he had been interested in the figures quoted in the 
Belgian report which showed that the rate for hull risks on small privately owned 
aeroplanes was now as high as 20 percent and that the number of such planes 
was decreasing. 

M. de Walque explained that the high rates were due to the fact that 
practically all these planes were surplus Government training or communica- 
tions aircraft with a low insured value which borne no relation to the cost of 
repairs. In the case of a new aircraft insured for its full value the rate would 
be very much lower, probably anything from 6 to 9 percent. 

Dr. Wimmer also enquired about rates for hull insurance on helicopters. He 
understood that they were much higher than for normal aircraft and asked the 
reason for this. 

Mr. Al Smith said that their rate for hull risks was 22 percent. 

Captain Lamplugh said that their rate was about 22% percent. It was a diffi- 
cult risk to rate. A typical example was a case in California where a 
helicopter service ran for three years without the slightest damage and then 
had three total losses in 3 weeks. 

Mr. Clair added that even at 221% percent with a 10-percent franchise the risk 
had still shown a loss. 

Mr. Ward (observer L. A. U. A.) said that his own experience with helicopters 
had been disastrous, and he frankly did not see why underwriters should be 
expected to subsidise helicopters during the early stages of their development. 
He was, however, concerned with another aspect of this risk. Sabena had just 
commenced operating a regular helicopter passenger service and he was told 
that up to date the statistics for such types of service indicated that the passenger 
risk was no greater than on regular air line travel. He could not help feeling 
that these statistics were misleading. When it was known that the hull risk 
was disastrously bad it was obvious that the passenger risk must also be bad, 
and he would like to see a system of surcharges for personal accident covers where 
it was known that a passenger wished to include helicopter flying. He did not 
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suggest that this type of risk should be excluded from the ordinary twelve 
months personal accident policy, but he felt that a surcharge was justified when 
it was known that the passenger intended to use this form of transport. 

Mr. Humphreys disagreed. He said that all the statistics available to date 
showed that although the hull risk was bad the personal accident risks compared 
favourably with that on normal aeroplane transport and he did not think that the 
rate should be loaded. 

Captain Lamplugh said that on the limited experience available it would seem 
that for public transport helicopters the risk was nothing like so serious as on the 
experimental types. On B. E. A.’s limited experience with helicopter passenger 
services there had been a few accidents, but no passengers had been killed or 
injured. 

Mr. Clair pointed out that the picture might change completely with the intro- 
duction of multiseater helicopters and that one accident on this type might throw 
all the figures out. 

The President terminated the discussion and called on Captain Lamplugh to 
give the report of the Underwriting Subcommittee. 


Underwriting Subcommittee 


Captain Lamplugh said that the report of the Underwriting Subcommittee had 
been laid on the table and in view of this fact, coupled with the circulation of 
the Minutes of the Meetings held during the year, he had very little to say, 
although he would be glad to answer any questions. His subcommittee had held 
its final meeting of the year the previous day during which one point was raised 
with regard to the new standard policy wording produced by the A. I. O. A. 
This wording was being circulated to all members, but he wanted to make it 
clear that it was produced by the Aviation Insurance Offices Association purely 
for their own domestic business in the United Kingdom. It was based on the 
existing policy wordings used by the Companies and by Lloyds Underwriters 
and had been prepared by a subcommittee of the A. I. O. A. with the assistance 
of Mr. Goodfellow. No doubt, like all insurance policies, it would have to be 
amended from time to time in the light of practical experience, but he believed 
that it was the most practical wording yet produced. A point, however, had 
been raised at yesterday’s subcommittee meeting as to the failure to include the 
air carrier’s liability for delay under the Warsaw Convention and this point 
would have to be further considered. 

Mr. Goodfellow said that he had two points to raise. On going through the 
Minutes of the subcommittee he noticed that two documents had not been cireu- 
lated to members in accordance with the decisions reached. The first related 
to the wording and practices for loss of profits insurance. This was his respon- 
sibility and he would see that the proposals of the subcommittee were circulated 
as soon as possible. The second related to a suggested premium scale for first 
loss insurances which he understood that Captain Lamplugh had agreed to 
provide. 

Captain Lamplugh said that this scale had been prepared and would be cir- 
culated during the meeting. 

The President enquired whether the draft standard policy had been finally 
approved by the A. I. O. A. and whether its use would be compulsory. 

Captain Lamplugh said that it had been finally approved and was going into 
print, but that there was nothing compulsory about it. It would be a recom- 
mended form which members of the A. I. O. A. would normally use subject to 
any variations found necessary for special reasons. 

Mr. Goodfellow enquired whether it was the wish of the meeting that the 
Underwriting Subcommittee should go through the A. I. O. A. standard policy 
form and should make recommendations as to any wordings in it which they 
considered suitable for general use by members of the Union. 

Captain Lamplugh said that he was opposed to this. He did not think that 
from the practical angle the subcommittee could recommend wordings of this 
nature for use by insurers of different nationalities and subject to different 
national laws. 

Mr. Goodfellow pointed out that one of the main objects for which the Under- 
writing Subcommittee had been appointed was the development of recommended 
aviation practices and wordings. 

The President agreed that this had been recorded in the Minutes. 

Captain Lamplugh insisted that he did not see how the Underwriting Subcom- 
mittee could possibly recommend wordings which would be suitable for use in 
all the countries represented by the Union. 
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Mr. Hagmann said that he thought that the Underwriting Subcommittee ought 
to try and draw up an ideal policy which members could adapt according to the 
needs and laws of their own particular countries. 

Captain Lamplugh said that the draft policy submitted was the best that the 
A. I. O. A. had so far been able to produce and that it was for individual mem- 
bers to adapt it to their own needs. 

Dr. Wimmer pointed out that the standard policy referred to combined hull 
insurance, third party liability and passenger liability in one policy. He knew 
that in the United Kingdom it was sometimes the practice to include third- 
party risks and passenger liability in one comprehensive premium on the insur- 
ance of a fleet risk. On the Continent, however, they usually separated the 
risks and charged a separate premium for each, which he thought was a sounder 
practice. So far as Continental insurers were concerned he thought that this 
practice would probably continue. Did the A. I. O. A. policy form mean that 
one could not have a separate premium for each risk? 

Mr. Humphreys in answer to a question by the President agreed that one 
comprehensive premium was sometimes quoted, but there was obviously no 
objection to the premium being split up between the various sections of the 
risks covered by the Policy. 

The President proposed that the existing Underwriting Subcommittee consist- 
ing of Captain Lamplugh as Chairman, Messrs. de Walque and de Beaucorps and 
Mr. Goodfellow should be reelected for the forthcoming year with the President 
as an ex officio member. 

This was agreed. 


American C. A. B. proposals 


The President asked Mr. Goodfellow to report. 

Mr. Goodfellow said that the position had already been dealt with in his report 
on legal developments during the year. It was entirely satisfactory from the 
point of view of Underwriters in that the American C. A. B. had completel) 
withdrawn their proposals. Although the I. U. A. I. had put up strong argu 
ments against the proposal he did not think that they could claim the sole credit 
for the satisfactory result. A great deal of the credit must go to the American 
Air Lines Association which had presented a very well organised opposition. He 
felt, however, that the opposition put forward by the I. U. A. I. had had a useful! 
effect and that in any future proposals of this nature affecting aviation insurance 
on an international basis the American C. A. B. would remember that the 
I. U. A. I. was a party to be consulted. 

The President agreed and added that he thought the thanks of the I. U. A. I. 
should also be conveyed to Mr. George Orr of the U. 8S. A. I. G. for his part in 
opposing the proprosals and looking after the interests of insurers generally 

This was agreed and Mr. Al Smith undertook to convey the thanks of the 
I. U. A. I. to Mr. Orr in this connection. 


Claims analyses—Report of the Technical Subcommittee 


The President called on M. de Beaucorps to read Col. Veron’s report. 

M. de Beaucorps read this report as follows: 

“From an objective study of the results hitherto achieved by the Technical 
Subcommittee these appear to be somewhat disappointing. The subcommittee 
is in fact entrusted with the collection of accident reports, their examination, and 
the circulation of statistical data thereon. Such a work can only prove useful 
and profitable if the data supplied by members are received quickly and punc- 
tually by the committee in order that they may be periodically circulated at 
short intervals. Only on this basis can members be regularly informed of acci- 
dents to aircraft of certain types so as to enable them to ferm a judgment on 
such aircraft. 

“So far claims analyses have been received as follows: 

“A partial list of the accidents occurring in 1951 was received early in 1953. 
The list was only completed by September 1953 and in the same month the first 
data relating to 1952 accidents began to come in. The wording of these reports 
has as a rule been very poor. Many of the requested particulars are lacking, and 
the primary and contributory causes of accidents are sometimes completely 
omitted. The circumstances of the accident are often referred to without suf- 
ficient detail for the formation of any accurate judgment. To sum up, the 
reports seem to have been written with the idea that they were a tedious task to 
be got rid of quickly as an irksome obligation, though there were exceptions to 
this rule, and some members completed their reports very carefully. 
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“A representative example of the difficulties referred to were in connection 
with the new ‘Comet’ type of aircraft which was commercially used throughout 
1952 and 1953, and which as normally happens in connection with a new type 
of commercial aircraft suffered many incidents and accidents of which members 
could have been usefully informed. In practice the Technical Subcommittee 
had only received one report relating to the accident at Rome on 26/10/52 and 
this report was only received eleven months after the accident. By the time 
the other reports are received it is probable that the causes and circumstances 
of the accidents will have been known and remedied long ago so that such re- 
ports will no longer be of interest to members. In this connection the subeom- 
mittee has knowledge that out of about fifteen Comets in operation during the 
period at least five have suffered serious material accidents and that these air- 
craft are still rated for hull insurance on a 4 percent basis. 

“Reverting to the task entrusted to the Technical Subcommittee it should be 
emphasised that the preparation of claims analysis reports requires careful 
work by the authors and that the writer of this report himself spent valuable 
time in carefully examining the forms, studying them and circulating statistics. 
He would not regret the time spent—and would even feel gratified—if he were 
sure that his work was of service to members. He believes, however, that it is 
necessary for the meeting to decide whether this work is useful or not. If the 
usefulness of the work is recognised then efforts should be made in future by 
all concerned to bring it to a level of efficiency which it has hitherto failed to 
attain.” 

The President said that this was a very frank report and that it was obvious 
that Colonel Veron was not well pleased. To meet his suggestions it was really 
necessary that claims adjusters at the time of settlement of a claim should also 
fill in the claims analysis report and forward it direct to the Technical Sub- 
committee in Paris. 

Mr. Hagmann said that he was afraid that this was asking too much. Claims 
Managers or adjusters were not members of the Union and did not attend its 
meetings. The best that could be done would be that each member should ap- 
point some individual to whom the Claims Manager or adjuster would make his 
report on the accident, and who would then be responsible for completing the 
claims analysis and sending it in as quickly as possible to the subcommittee. 
Even so Colonel Veron would have to resign himself to much personal cor- 
respondence with the individual appointed for this purpose before he could hope 
that such report would be rendered promptly as a matter of habit. 

Speaking for the Statistical Subcommittee things were now running smoothly. 
He was receiving all the reports, even though they might be a little late at times, 
but it had taken some years of perseverance to achieve this state of affairs and 
Colonel Veron would have to be prepared to persevere before he could achieve 
the same results for the Technical Subcommittee. 

Mr. Goodfellow said that the report filed by Colonel Veron bore out the point 
on which he had been trying to convince members for many years, namely 
that meetings of the Union should from time to time be attended by representa- 
tives of the Technical and Claims Branches of aviation insurance as well as by 
the Underwriters. The annual social meeting between Underwriters served a very 
useful purpose, but if the Union was to achieve its full value and purpose it 
should also include representatives of these other branches of the business of 
aviation insurance. They were in their own way just as important to the 
success of aviation insurance as the underwriting side, and the success or 
failure of international aviation insurance depended to a considerable extent 
on their work and cooperation. He personally was fortunate in having made 
personal contacts with claims managers assessors and aviation lawyers all over 
the world which was an immense advantage, but there were many members 
whose claims managers, assessors, or legal advisers had never met their opposite 
numbers in the Union and who in consequence had little or no personal interest 
in the work of the Union or in the completion of the returns required by Col. 
Veron. He believed that if Underwriters would make a point of bringing with 
them to the meetings from time to time their technical, claims or legal experts 
so that they could get to know each other personally the effectiveness of the 
Union could be greatly increased. 

Mr. Juhlin Dannfelt said that one of the difficulties in connection with claims 
analyses was that it had to include an estimated percentage of hull damage. In 
many cases this could not be given at an early stage of the claim and he thought 
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that it would be a good idea if this item could be omitted from the preliminary 
report and included by a later advice when the cost of repairs was known. 

The President and other members agreed that this was a good idea and that 
it should be dealt with by an intermember memoranduin. 

Agreed that an intermember memorandum should be prepared and circulated 
on the question of claims analysis reports. 

Mr. Hagmann pointed out that Mr. Goodfellow had made a definite proposal 
and wished to know whether it was being accepted or rejected. 

The President said that as he understood it Mr. Goodfellow was suggesting that 
once in every two or three years there should be some sort of a special meeting 
for the claims representatives. 

Mr. Goodfellow said that this was not quite his suggestion. Members had 
from time to time criticised the Union on account of its slow progress in achieving 
unanimity in underwriting matters. He did not share this criticism, because 
he felt that with the present construction of the aviation insurance markets 
progress in this connection was bound to be slow. Nevertheless, although at 
the end of each year it might seem that very little progress had been achieved, 
he thought that in ten years’ time, for example, members might look back and 
be agreeably surprised at the progress achieved during that period. The point 
which he was trying to make was that on the technical, claims and legal side 
of aviation insurance very much faster progress could be achieved than on the 
underwriting side since, if he might put it bluntly, the personnel of these branches 
had a common interest in the protection of the insurers against their under 
writing mistakes. He did not feel that there was any need to lay down a 
definite rule either that underwriters should bring such representatives with 
them to all meetings, or that there should be a special meeting every two or three 
years to which such representative should be invited. He did feel very strongly, 
however, that if Underwriters made a practice of bringing such representatives 
with them to meetings whenever the opportunity occurred it would serve an 
extremely useful purpose. 

Captain Lamplugh pointed out that in many cases the Underwriter was his 
own Claims Manager. 

Mr. Clair, Mr. Ward, and other members agreed. 

The President felt that if such representatives were brought to meetings only 
at irregular intervals it did not follow that they would get to know each other. 

Mr. Hagmann felt that if the agenda for any particular meeting indicated that 
the presence of claims or technical experts would be useful the President should 
notify the members in advance. 

A discussion followed on Captain Lamplugh’s assertion that most aviation 
underwriters were their own claims managers. 

Mr. Al Smith disagreed with this view and said that in the U. S. A. the practice 
was quite the opposite and that it was the exception for underwriters to inter- 
vene in claims settlements. He felt that the Union should encourage the attend- 
ance of claims and technical experts and that it would be most helpful if this 
point was stressed at each meeting. There might be a natural tendency on the 
part of senior executives of Insurance Companies to oppose such attendance on 
the grounds of expense, but if its importance were constantly emphasised at 
meetings until it became more or less a routine matter this objection could 
probably be overcome. The Union could not lay down rules on the subject but 
it ought to encourage the idea. 

Dr. Wimmer said that so far as the Deutscher Luftpool were concerned the 
idea would not be practicable because under their system each of the 58 Com- 
panies forming the Pool had its own claims manager and settled its own claims. 
Admittedly the Luftpool had its own claims employee for this purpose, but he 
was purely a surveyor. 

The President said that he thought that the matter should be left there and 
that in future the President should stress the desirability of increased represent:- 
tion at meetings of the claims and technical branches. 

This was agreed. 


I. C. A. O. conference at Brighton 


The President reported that Captain Lamplugh and Mr. Goodfellow had repre- 
sented the Union at the I. C. A. O. General Assembly at Brighton in June 1953. 
He asked Mr. Goodfellow to report. 

Mr. Goodfellow said that his report had already been included in the Minutes 
of the July meeting of the Underwriting Subcommittee which had been circu- 
lated to members. The only matter of real interest to aviation underwriters 


'‘e- 


<> 
>. 


es 
‘u- 
Ts 


THE INSURANCE INDUSTRY 593 


which had been raised was the Dutch proposal that there should be a Pool of 
Air Line Services over routes which were operated mutually by different air 
lines, together with an interchange of aircraft and crews, the object being to 
increase the operating hours of the aircraft. If anything came of this proposal 
it would mean that insurers would need to consider the rates where pooling 
arrangements of this sort were agreed, especially if the risks were rated on the 
basis of a percentage of the value of the aircraft as distinct from its exposure to 
risk. 


Excess baggage declarations 


The President called on Mr. Goodfellow to report. 

Mr. Goodfellow said that this was again a formal item since his report had 
already been included in the Minutes of the Underwriting Subcommittee. As 
agreed at the Venice meeting Mr. Al Smith had written to him with full details 
of the difficulties which he had experienced in Europe in this connection. He in 
turn had written on behalf of the Union to the Secretary General of the I. A. T. A. 
and had received a letter in reply promising that the matter should be dealt with 
by the Air Traffic Committee of I. A. T. A. with a view to ensuring that facilities 
for such declarations were provided and that the traffic staffs of members were 
adequately instructed in this connection. He would be interested to know 
whether Mr. Al Smith had noticed any improvement during his current visit to 
BHurope. 

Mr. Al Smith stated that he had noticed a great improvement in this respect. 
Accidents Prevention Committee 

The President asked M. Porte to read his report on this proposal. 

Mr. Porte read his report as follows: 

“Reverting to the report submitted at the Amsterdam meeting about air 
safety, altimetry, and the international standardisation of units of measurement 
and conventional terms, we believe that this report was useful. We suggest there- 
fore that information of any kind collected by the I. U. A. I. should be used in 
preparing recommendations made in the general interest of air safety, and 
consequently in the results of aviation insurance. 

“We propose the formation of a ‘Prevention Committee’ whose duty it would 
be to investigate and make recommendations on all matters connected with the 
prevention of accidents. Our Union comprises various Committees which would 
need to work in close cooperation with the Prevention Committee. For example, 
the Technical Subcommittee should forward general statements resulting from 
accidents investigations. Where accidents recur from similar causes the Preven- 
tion Committee should investigate the matter and propose solutions. 

“Members of the Underwriting Subcommittee should recommend the inser- 
tion of special policy provisions where necessary in accordance with the recom- 
mendations of the Prevention Committee. Members of the Union generally should 
send to the Prevention Committee any information or data which would be 
useful in the making of recommendations for the prevention of accidents. The 
studies made by the Prevention Committee would be based on the information 
provided by the members and other subcommittees and on the miscellaneous in- 
formation which it collected from technical and scientific sources. 

“Recommendations made by the committee would normally be restricted to 
I. U. A. I. members but could be communicated by the Central Office to other 
international bodies when appropriate.” 

The President asked whether the proposal of the French delegation was 
supported. 

Mr. Goodfellow suggested that the point might be discussed in conjunction with 
item No. 14 on the agenda ; namely, The Flight Safety Foundation. He wondered 
whether there was not some risk of duplication between the work of the proposed 
committee and that of the F. 8S. F. 

The President said that the F. 8S. F. was not a member of the Union, and that 
although its work was very interesting it did not represent the interests of in- 
surers. The point was whether the Union should form a Prevention Commit- 
tee or not. 

Dr. Wimmer felt that the matter really came within the scope of the Claims 
Analysis Committee. After they had analysed claims they could make reports 
and recommendations for the prevention of accidents. 

The President felt that it was necessary to draw a distinction in this con- 
nection between the Underwriting and the Claims side of aviation insurance. 
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The claims branch could analyse accidents and draw inferences therefrom, but 
it was for influential bodies representing the Underwriters to make representa- 
tions as to the prevention of accidents. 

Mr. Clair thought that there was some danger in the idea. During his ex- 
perience in fire insurance he had got involved in similar schemes for the im- 
provement of fire risks and the result had been that all sorts of official and 
unofficial bodies wanted fire insurers to contribute to their expenses on the 
ground that the risk would be improved. 

Captain Lamplugh said that he would like to have the views of Mr. Per Hans- 
son who was interested in the operating side as well as the insurance side. 

Mr. Per Hansson said that he did not think that operators would object to 
suggestions of this sort from any practical body provided that they were based 
on accurate facts. He thought, however, that there was always some danger 
in the forming of Committees of this sort. As members knew, the existing Com- 
mittees already had sufficient difficulty in obtaining the necessary information 
from members in order to fulfil their functions and this would be the case of 
yet another Committee being formed with similar difficulties. He was not op- 
posed to the idea in principle, but he doubted whether it was practicable. 

Captain Lamplugh in answer to the President said he thought that the ides 
was excellent in principle but that the Union was incapable of making a prac- 
tical job of it because the necessary information would be received too long 
after the accident. 

The President agreed that it would be difficult but said that the same ob- 
jection could be raised against cooperation with other international bodies, for 
example in the legal sphere. It might be said that cooperation of this nature 
was not strictly the business of Underwriters, but nevertheless useful work 
for aviation insurance had been achieved by Mr. Goodfellow in this direction. 
The proposed Accidents Prevention Committee was something of the same na- 
ture. At the same time he agreed that Mr. Per Hansson’s advice had as usual 
been wise, and it might perhaps be better to wait a little until the existing Com- 
mittees or Statistics and Claims Analysis had consolidated their work. 

Dr. Wimmer said that from the national point of view the idea was a good 
one. Before the war much work of this sort had been done in Germany and 
there had been excellent collaboration between the aviation insurers, the tech- 
nical experts and other official bodies. His only doubt was as to whether the 
scheme would be workable on an international basis. If it could be made 
workable he would support it. 

Captain Lamplugh said that he took the same view. If the Union wanted 
to try it he would be glad to help, but personally he thought that the practical 
difficulties would be too grent. 

Mr. Hagmann agreed with Dr. Wimmer. He thought that on a national basis 
the idea was workable, but that it might be difficult to apply it on an interna- 
tional basis. He recommended that a decision should be deferred for two or 
three years to give time for the consolidation of the work of the Statistical, 
Claims Analysis and Technical Committees, 

Mr. Juhlin Dannfelt concurred. 

It was agreed that the proposal to form an Accidents Prevention Subcommittee 
should be brought forward again at a future meeting. 

The meeting adjourned at 12 noon. 


MEETING RESUMED AT 3 P. M. OCTOBER 13, 1958 


The President welcomed Srs. Sunyer and Agudin, the representatives of the 
Agrupacion de Aseguadores de Riesgos de Aviacion and assured them of the 
friendship and cooperation of all the members of the Union. [Applause.] 

Mr. Sunyer made a short speech in reply. [Applause.] 


Flight Safety Foundation 


The President said that at the request of Mr. Hagmann the items relating 
to statistics and accounts would be postponed until the following day’s meeting. 
He would therefore deal with item No. 14 of the agenda—Flight Safety 
Foundation. 

The annual subscription to this body was $35 and he asked members whether 
they were satisfied with the reports received and whether they wished the 
Union to continue its membership. 

Captain Lamplugh proposed that the membership should be continued. He 
suid that the reports of the F. S. F. were of very high standing. They were 
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completely impartial and gave exactly the information required by Under- 
writers in relation to cause and effect. 

The President agreed, but pointed out that the subscription of $35 only covered 
20 copies of each report. On the existing membership this was only just enough 
to go round and with any further increase in membership the Union would have 
to increase its subscription in order to get enough copies. 


It was agreed to continue the Union’s subscription to the Flight Safety Founda- 
tion. 


Legal developments 


The President called on Mr. Goodfellow to report. 

Mr. Goodfellow pointed out that his report on legal developments had already 
bee:. circulated and he proposed therefore only to mention one or two points in 
it. In the first place he mentioned that the summary of interesting legal deci- 
sions during the year was incomplete, since the reports from the U. S. A. and 
Italy, both of which included important decisions, had been received too late 
for inclusion. These cases would form the subject of a supplementary report. 

He had dealt in his general report with four main subjects. The first section 
gave details of additional adherents to the Warsaw Convention. The second 
gave a summary of two important national laws, in the U. K. and Switzerland 
respectively, which had applied the Warsaw Convention Rules to “noninter- 
national” carriage. If in his notes on these new laws he had been critical of 
certain aspects of the Swiss law he hoped that the Swiss delegates would not 
take it amiss. Indeed he thought that they would probably agree with him 
since those points which he had criticised were the points on which the new law 
might operate to the disadvantage of air carriers and their insurers. If he had 
not offered any criticism of the new English law the reason lay in the fact that 
he was its original draftsman, and although the Parliamentary draftsman had 
Subsequently done their best to make it unintelligible, he still thought that the 
result represented the most practical modification of the original Convention 
which had yet been produced. The third section of his report dealt with inter- 
esting legal decisions and had already been referred to. 

The fourth section dealt with freight claims as between successive air carriers, 
a matter which was giving rise to some difficulty and on which the I. U. A. I. 
was in communication with I. A. T. A., and he hoped that in the near future their 
rules would be revised so as to avoid the inconsistencies which affect aviation 
freight liability insurers at the present time. 

There were two cther short sections reporting the position as to the American 
Cc. A. B. insurance proposals and the declaration of excess baggage values. He 
did not propose to read the report, but would be very glad to answer any ques- 
tions on it. 

There was little to report about the new Rome Convention. It had been 
signed by about twenty States, but so far as he knew none of them had yet given 
notice of ratification. The Convention would only become effective (and then 
only between the ratifying States) ninety days after notification of the fifth 
ratification. Personally, now that the American C. A. B. insurance proposals 
had been dropped, he hoped that the new Rome Convention might become as 
much of a dead letter as the cld one. He was rather afraid, however, that this 
would not be the case since the majority of the members of I, A. T. A. seemed 
to have convinced themselves, wrongly in his view, that the Convention was in 
the interests of aircraft operators, and many of them were in a position to 
exercise influence with their Governments. 

As to the revision of the Warsaw Convention there had been some extremely 
interesting developments during the past few months. (Mr. Goodfellow then 
read his written report on the results of the meeting of the Legal Committee of 
I. ©. A. O. in Rio de Janeiro which is not reproduced here as it has been 
separately circulated to all members). 

Mr. Goodfellow went on to say that since writing these notes he had had the 
opportunity of discussions with Major Beaumont, the Rapporteur, and Me. 
Garnault, one of the leading French delegates. As the result of these discus- 
sions he gathered that there was a serious danger of alterations at the Diplo- 
matic Conference which would probably be convened next year for the signature 
of the revised Convention. Apparently the United Kingdom delegation, which 
was originally only prepared to support a very small increase in the limits of 
liability, had agreed to support the U. S. A. and France on a proposal to double 
the limits in return for their support on the desired amendment to Article 25 
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(dol). The amendment to Article 25 was duly carried, but when it came to the 
limits, despite the U. K.’s support of the U. 8. A. and France, the proposal to 
double the limits was defeated and an increase of only 60 percent was agreed to. 
There was therefore a serious risk that at the Diplomatic Conference a further 
increase in the limits would be demanded as the price of the amendment of 
Article 25, and that if this was not accepted air carriers might find themselves 
landed with the old Article 25 plus an increase of 60 percent in the limits. This 
position would need careful watching and cooperation between the I. U. A. I. and 
other International bodies. 

Apart from this danger the outcome of the Rio conference must on the whole 
be considered highly satisfactory. For years past the I. U. A. I. had been more or 
less “‘a voice crying in the wilderness” in urging that if there was to be a revision 
of the Convention it should be done by way of a short protocol to the existing 
Convention, dealing only with the essential amendments, in preference to an 
entirely new Convention. The reasons for this were obvious: firstly that it 
would lessen the risk of there being two conflicting Conventions in force at the 
same time, secondly that Underwriters had spent a great deal of money in 
obtaining legal interpretations on the existing Convention and therefore did not 
wish the wording to be altered, except where an amendment had been proved to 
be necessary. This result had been achieved at the eleventh hour and the 
draft produced at Rio incorporated at least 75 percent of all the points raised by 
Insurers. There were still some objectionable points, the worst of these being 
the retention (though in simplified form) of the requirements as to documents 
of carriage and the extension of the sanction of unlimited liability to the case 
of defective passenger tickets as well as in the case of defective baggage checks 
and consignment notes. 

The I. U. A. I. had the wholehearted support of the International Chamber 
of Commerce in urging that the documents of carriage were essentially com- 
mercial documents, the form of which hsould be left to carriers and their cus- 
tomers to evolve. The Union should continue to press this point to the end, 
since there was no doubt that, with the exception of Article 25, the chapter 
dealing with documents of carriage had been the most fruitful source of litiga- 
tion under the Convention. 

In view of the probability that the Diplomatic Conference would be held next 
September there was not very much time to lose, and he suggested either (1) that 
they should hold a special session to consider the revised draft article by article 
while the delegates were still in Algiers, or (a) that they should be prepared to 
hold an emergency general meeting to deal with the matter within the next few 
months after the members had had time to consider his report, or (3) that they 
should appoint a strong and representative Committee of the Union to meet in 
the near future to consider the matter with full power to decide on the line to 
be adopted. In his view this Convention was more important to Underwriters 
than all the others put together. 

The President thanked Mr. Goodfellow for his very interesting report. He 
querried, however, whether the Warsaw Convention was more important to 
Underwriters than the Rome Convention. The first was merely a matter of 
figures, while the latter was a matter of principle. 

Mr. Goodfellow agreed that there were important questions of principle 
involved in the Rome Convention, but from the point of view of the volume of 
business the Warsaw Convention was far the more important and the principles 
affecting the liability of air carriers were of profound importance to Under- 
writers. 

The President said that his point was that any increase in the Convention 
limits would merely mean an increase in the volume of business. 

Mr. Hagmann said that he thought that there was one point made by Mr. 
Goodfellow on which an immediate decision might be taken. Underwriters 
would naturally prefer that Article 25 should be revised and that there should 
be the minimum increase in limits, but there was a danger that if they tried to 
achieve both they might fail in both. It seemed important therefore for mem- 
bers to decide whether the question of the limits or the question of Article 25, 
was the more important; having decided upon this they should consider the 
best methods of influencing their own national I. C. A. O. delegates and possibly 
receiving the cooperation of 1. A. T. A. 

The President said that he agreed with Mr. Hagmann and that in his view 
the revision of Article 25 was the more important point of the two from the 
insurance angle. He would like to have Mr. Goodfellow’s opinion. 
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Mr. Goodfellow said that the point taken by Mr. Hagmann had also been 
raised by Me. Garnault, who felt that if insurers and air carriers tried to get 
too much they might fail on both points. He agreed with the President that 
the revision of Article 25 was the more important point. The unfortunate use 
in this Article of the words “or such fault as in accordance with the laws of 
the court having jurisdiction is considered to be equivalent to dol” had opened 
the door wide to attempts to get round the Convention limits. Some of these 
had already succeeded and Underwriters might well be faced with a lot of 
heavy litigation in the future unless this Article was satisfactorily revised. He 
would put next in order of importance the question of the documents of carriage. 
The limits were really of more importance to air carriers than to their in- 
surers, though there was always the difficulty of getting an adequate premium 
for the increased risk involved. There was, of course, the further danger that 
in the debate on the revised Convention the question of limits might well be 
decided before the revision of Article 25 was dealt with so that insurers might 
concede their point in connection with the limits and still fail to obtain a re- 
vision of Article 25. It was this danger that made it so important for the 
Union, acting in conjunction with other international bodies, such the I. A. T. A. 
and the I. C. C., to get agreement with their Government representatives if 
possible on these points before the Diplomatic Conference was held. 

Mr. Al Smith asked permission to read an extract from a letter from Mr. 
George Orr on this point. He read as follows: 

“The limit is raised from 125,000 francs to 200,000 francs and will increase 
claims costs accordingly. I feel that in view of the strong fight put up by the 
U. S. delegation for much higher limits we are fortunate that it was kept so 
low. If I am correctly informed I think that the proposed limit of 200,000 
Francs is defensible. I do not think that the same could be said for any greater 
increase. As to the escape clause I have lost my argument for complete deletion 
of Article 25, but they give us the next best thing, a copy of the new Rome 
escape clause which permits escape only if the damage is caused by a deliberate 
act or omission done with intent to cause damage. This is a vast improvement 
over the present clause, or any similar clause which includes a reference to 
faute lourde or something equivalent thereto. As you know, I consider this 
to be the greatest danger in the present Convention and responsible for most 
of the litigation thereunder. Of course, no escape clause would be better, but 
if we have to have one then this as good as any I can think of.” 

Mr. Al Smith continued that in his view Underwriters should clearly con- 
centrate on the revision of the escape clause. An increase of 60 percent in the 
limits was worth while facing if it practically eliminated the risk of unlimited 
liability. 

Mr. Ward agreed entirely with the remarks made by the Legal Adviser, Mr. 
Al Smith and Mr. Orr. Article 25 should be the spearhead of the attack. 

On the subject of the limits Lloyds Underwriters took a broad view. They 
felt that the market was available to absorb increased limits and provided that 
the proper premium rates could be obtained he did not consider that this was 
a serious danger. In his personal view it might be a matter of embarrassment 
to the insurance markets if the limits were trebled for example, but in any case 
the question of the limits was of entirely secondary importance compared with 
the revision of Article 25. 

Dr. Wimmer agreed that the revision of Article 25 was the most important 
point, though he doubted whether there was any chance of getting the escape 
clause entirely deleted. The limits were of secondary importance, though in 
this connection underwriters must bear in mind the accumulation of risks 
previously discussed in connection with tourist class traffic. He agreed with 
Mr. Goodfellow in thinking that the Warsaw Convention was of much greater 
practical importance to Underwriters than the Rome Convention. 

There was some general discussion about the proposed new wording for 
Article 25. 

Mr. Ward then asked Mr. Goodfellow whether it was his impression that the 
U. S. A. would refuse to ratify the new Convention unless the limits were 
increased by more than 60 percent. 

Mr. Goodfellow said that this was a difficult question to answer. The original 
Convention, which was repugnant to U. 8S. National law in certain respects, had 
been more or less railroaded through at a time when President Roosevelt was in 
a position to do this. The same conditions no longer applied and there was no 
guarantee that the U. 8S. A. would ratify any revised Convention, though he 
thought that there was a better chance of their accepting revision in the form 
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of a protocol than would have been the case with an entirely new Convention. 
His guess was that the U. 8S. delegation would do some hard bargaining on the 
increase of limits, and might even use the threat of refusing to ratify and de- 
nunciation of the existing Convention if they could not get their own way. He 
believed, however, that although they might press for the trebling of the limits 
they were prepared to accept double the limits. 

The President asked for a definite decision as to whether the Union should 
concentrate on the limits or on Article 25. 

It was unanimously agreed to concentrate on the revision of Article 25, but at 
the same time to take a firm stand at double the limits as a maximum increase. 

Mr. de Walque asked whether there was any risk that the new Article 25 pro- 
posed might not be construed on the same lines as the existing article. 

Mr. Goodfellow read the proposed wording as follows: 

“The limits of liability specified in Art. 22 of the Convention shall not apply 
if it is proved that the damage resulted from a deliberate act or omission of the 
carrier, his servants or agents, done with intent to cause damage; provided that 
in the case of a deliberate act or omission of a servant or agent it is also 
proved that he was acting in the course of his employment.” 

He did not quite share Mr. Orr’s view that this wording was the best that could 
be devised. In the first place he would prefer to see the words “acting within 
the scope of his duties as such” in place of the words “acting in the course of 
his employment”. Unfortunately the French delegation opposed this amend- 
ment. In the second place he thought that the words ‘“‘done with intent to cause 
damage” should read “done with intent to cause the damage”. The Captain of 
an aircraft who decided to carry out a forced landing with his undercarriage 
retracted knew that he would thereby be causing damage and was acting de- 
liberately. It could be argued therefore that even though he acted in all good 
faith with the intention of avoiding the risk of greater damage he had still 
brought his employers within the scope of the escape clause. He thought that 
the Union should press these two points, but that even if it failed the wording 
was still a vast improvement on the existing Article 25 and would minimise 
the risk of unlimited liability. 

The other important point which the Union should continue to press was the 
deletion or modification of the chapter on documents of carriage. Now that the 
sanction of unlimited liability was to be extended to apply to passenger tickets 
also this constituted a very real danger. The proposed Convention placed upon 
the carrier the burden of issuing a ticket which (a) contained the necessary 
information to show that the Convention was applicable and (bh) stated in so 
many words that the Convention rules applied. This might sound a very simple 
obligation, but in practice it created many difficulties. Even Me. Garnault has 
admitted that he did not understand why the French delegation was pressing 
this point, and every effort should be made to get them to modify their attitude. 

Except on these points he thought that most of the amendments were sound 
and that Underwriters had reason to be well satisfied with them, but he thought 
that it would be inadvisable for them to say so. He understood that at the 
meeting in Rio the I. A. T. A. representatives had expressed themselves as weli 
satisfied with the amendments and that in consequence some of the National 
delegates were already asking themselves whether they had not gone too far 
in favour of the air carriers. He thought; therefore, that the attitude of the 
I. U. A. I. should be critical, but that it should be prepared to withdraw most 
of its criticisms gracefully provided that it could get its own way on the really 
material points as to Article 25 and the documents of carriage. 

Dr. Wimmer raised the question of liability for delay of passengers. On the 
proposed increase of limits this would go up to £5,000 per passenger or to 
£6,000 if the limits were doubled. Had there been many claims of this nature? 

Mr. Goodfellow agreed and said that he had dealt with this point in his de- 
tailed notes which would be circulated. The I. U. A. I. had always pressed for 
the deletion of this liability for delay of passengers, which was against the in- 
terests of public safety, and should continue to do so. It was obvious that on a 
“Britannia” air liner for example with perhaps 100 or more passengers, the 
accumulation of risk could be very serious. At the same time he must admit 
that there had been comparatively few claims to date. The worst that he per- 
sonally had handled was for £2,000, and this was ultimately settled for about 
£150. [Laughter.] 

The President asked whether Mr. Goodfellow wished that a special subcom- 
mittee should sit to deal with the matter while the delegates were still in 
Algiers, or what alternative proposal he had to make. 
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Mr. Goodfellow said that in some respects it might be better to hold a special 
meeting after the members had had time to consider his detailed notes on the 
proposed wording. He suggested, however, that a final decision on this point 
might be deferred until the following day. 

This was agreed. 


International Chamber of Commerce 


Mr. Goodfellow read a letter from the International Chamber of Commerce 
enclosing a copy of the Resolution passed at their Vienna Congress on the 
revision of the Warsaw Convention. He pointed out that this Resolution was 
very much on the same lines as the proposals of the I. U. A. I. and felt that the 
Union should express its approval and might well contact the I. C. C. as to 
further representations in due course after the special meeting had been held. 

Dr. Wimmer again raised the question of the Rome Convention. The fact 
that the insurance required had got to cover the dol of the operator, coupled 
with the direct right of action by the third party against the insurer, was giving 
rise to difficulties in Germany. He did not know whether it would be possible 
for Germany to ratify the Convention. 

Mr. Goodfellow said that he understood that there were also serious difficul- 
ties in the United States and Canada owing to conflicts between Federal and 
State laws. He did not think that it was worth while debating the problem in the 
Union because the Convention had been signed despite the protests of the 
I. U. A. I. He personally hoped that the signatory States would decide not to 
ratify when they had had a chance to consider the many difficulties which 
would be created by the Convention, which he believed to be unnecessary, badly 
drafted and would only lead to trouble. After considerable delay the United 
Kingdom had now signed the Convention, but whether they would ratify or not 
was another matter. 


The President then adjourned the meeting until 9:30 a. m. on the following 
day. 


THE MEETING WAS RESUMED ON WEDNESDAY, OCTOBER 14 AT 9:45 A. M. 


Products liability and loss of use insurance 


The President pointed out that in the U. 8S. A. report on National markets it 
was stated that Mr. Al Smith would give a verbal report to the meeting on the 
subject of Products Liability and Loss of Use Insurance. He would like to 
hear Mr. Al Smith on this subject. 

Mr. Al Smith said that agitation had started about three years ago amongst 
manufacturers—mainly aircraft manufacturers—for protection against what 
was called “sistership liability” arising from the grounding of all aircraft of a 
particular type owing to the discovery of a defect in one. A Corporation known 
as the Aircraft Builders Council engaged Major Lloyd, formerly of the old Aero 
Group, to look into the matter. They contacted aviation insurers including the 
Assoviated Aviation Underwriters, the Liberty Mutual and the U. 8S. A. I. G. 
with a view to organising a world wide Bureau and to have a mass arrangement 
under which all manufacturers who participated in the plan would be covered. 
This was to include not only air frame and engine manufacturers, but also the 
manufacturers of components and accessories. They were looking for a total 
of $10,000,000 cover apiece. He thought that the scheme had received a certain 
amount of encouragement in the London market (Captain Lamplugh would 
correct him if he was wrong) because London saw the possibility of avoiding 
the heavy costs of litigation in cases of this nature, such as had occurred in 
connection with the Bryce Canyon and Mount Carmel disasters where delays 
and litigation owing to disagreements between the hull insurers in New York 
and the Products Liability insurers in London had undoubtedly doubled or 
trebled the costs of settlement. 

Over a period of about three years a number of insurers and reinsurers had 
beeen approached both in America and in the Europe and he believed that part 
of the London market was in favour of participation on a direct basis. In June 
of this year the U. S. A. I. G. decided that the necessity for the proposed pool- 
ing arrangement had not been established. They felt that the existing market, 
together with the available London reinsurance market, was sufficient to satisfy 
ordinary needs. They further felt that “ordinary needs” did not involve a 
$10,000,000 cover for the manufacturers of small component parts or acces- 
sories either in respect of Products Liability or Loss of Use and they had with- 
drawn entirely from the proposed plan, leaving at the moment only the Asso- 
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ciated and the Liberty Mutual interested as insurers in the U. 8. A. He had 
consulted Mr. Searritt, the Manager of the Associated, who had expressed the 
view that there was a possibility of the plan materialising. Up till then he 
had thought that nothing would come of it, but they had now reached the stage 
of drafting forms, reinsurance had been arranged in London, premium rates 
had been agreed and there remained only one question—to get the manufacturers 
to put $5,000,000 into the pot to start the scheme going! His analysis of the 
situation had been that this was an over simplification and he did not see 
where the $5,000,000 was coming from. Since his arrival in London it seemed 
that the plan had fallen further apart. He had been advised that two aircraft 
manufacturers had withdrawn and that two others were making enquiries for 
independent insurance. Within the past month the U. 8. A. I. G. had collected 
what he believed to be the first insurance of its kind covering “sister ship” 
losses. They had written it in conjunction with Products Liability and they did 
not propose to write one without the other. They would underwrite Products 
Liability by itself, but not loss of use by itself. They would only underwrite 
this in conjunction with Products Liability, and in the risk insured there had 
been a top limit of $6,500,000 any one occurrence for products liability and 
$6,500,000 for loss of use but with an aggregate of $6,500,000 under both sec- 
tions of the policy. It was still anybody’s guess as to what would happen 
to the scheme of the Aircraft Builders Council, but he was inclined to think 
that the scheme would fold up, and that each manufacturer individually would 
purchase the insurance which he felt was required. They were approaching the 
problem very cautiously. They might end up by reinsuring the entire class 
more heavily on a participating basis without attempting to involve excess of 
loss reinsurers because they saw the possibility of involving their treaty excess 
reinsurers in limits which with this class of business might be considered primary. 
It did not need much imagination to visualise the possibility of a three million 
dollar loss if you had products liability and loss of use combined and a long 
period of grounding of a large fleet of aircraft. They were approaching it on 
the basis of thinking of the two lines as something separate and apart and were 
going to try to assess separate premium rates for products liability and loss 
of use. It remained to be seen how much insurance of this type would be pur- 
chased, but they were convinced that it was a problem which required a cautious 
approach. 

The President thanked Mr. Smith for his comments, and asked whether the 
L. A. U. A. had anything to add. 

Mr. Ward said that they had no comments at this stage. 


Statistics 


Mr. Hagmann said that members had before them two papers, one of which 
was a rather lengthy document prepared by himself and distributed to members 
before the meeting, while the other was a report prepared by Captain Lamplugh’s 
technical expert, Mr. Caplan, and distributed at the meeting. 

He wished to say at the outset that he appreciated the fact that one of the 
members had taken the trouble to study and comment on his report—or at least 
had given it to one of his employees to study—and in this respect the com- 
ments were very welcome. On the other hand, he felt that the comments were 
rather misleading in that they were largely based on arguments not contained in 
his report. On reading the comments one would imagine that he had put forward 
the argument that statistics should take the place of underwriting judgment, 
whereas the whole tenor of his report was that statistics should be used with 
great caution in aviation underwriting. There was no question at all of sta- 
tistics replacing underwriting judgment as to future trends. Statistics were 
merely the corelation of past history and they were all agreed that in aviation 
conditions were changing so rapidly that past history was a poor guide to future 
development. In this respect he agreed with all the seven conclusions reached 
by Mr. Caplan, which were both right and obvious. 

What he wished to ascertain was how the statistical records might be made 
more useful, and he would like to revert to the suggestion made at the end of his 
Report No. 1 on page 9 that they should first of all try to obtain from the 
claims analysis reports a true picture of hew claims arose, so as to get a 
better yard stick for measuring the risk. If any of themembers had any ideas 
as to how this could be achieved and possibly broadened by the inclusion of the 
air line statistics he would be grateful. 

The main question was whether it was worth continuing the statistical 
studies or not. When he read Mr. Caplan’s report he felt that it was not worth 


St & & 


L 


Cr om (ty 


wa rew@ ioe rt oe 


weave me 


al 


we 


THE INSURANCE INDUSTRY 601 


while going to the bother of compiling these figures, and if that was the general 
view he would be very happy to drop it. They had started out with a sub- 
committee of three, Mr. Al Smith, Mr. Murray Stewart, and himself, but the 
other two had dropped out and he was at the moment doing the work single 
handed without being in fact an actuary. If the work was to be continued he 
would like to have the subcommittee reconstituted so that he could have addi- 
tional help from members, but if the time had come to drop it he was quite 
content. 

Dr. Wimmer said that he thought the statistics prepared were of considerable 
value to Underwriters, not (as Mr. Hagmann agreed) for the writing of indi- 
vidual risks, but for the defence of existing rates. For example, in Germany 
there had been frequent criticism of the fact that their personal accident rates 
were higher than those of the U. S. A., but they were able to prove from the 
statistics that the casualty rates of the U. 8. Air Lines were substantially lower 
than those of the European Air Lines, and so to maintain their rates. Again 
it was always being argued from the legal and technical angle that air transport 
had become much safer by reason of technical improvements and in the press mis- 
leading statistics were often quoted to show an improvement in the casualty 
rates in proportion to the miles flown. It was also said that because there were 
far more casualties on the roads than in the air the rates ought to be lower. 
In dealing with attacks of this nature really accurate statistics on a world wide 
basis would be of great value. He instanced the statistics published by Christian- 
son in the Review. In his opinion the Subcommittee on Statistics should be re- 
constituted and the work should be continued. 

Captain Lamplugh said that Mr. Caplan was one of his staff and was a brilliant 
young man. He must accept full responsibility for the paper which had been sub- 
mitted. At the same time his instructions in these matters invariably were that 
criticism must be constructive and not destructive, and he must offer his apologies 
to his friend Diego Hagmann for the fact that in this respect the paper was 
couched in terms of which he would not have approved if he had first read them. 

In his own view the statistics at present available were not of great value 
since they were not sufficiently world wide and could not become so until air 
transport had gone through a considerable settling down period and was com- 
parable to other forms of transport. Not only were they not very helpful, but 
they were liable to be misleading. On the other hand he recognised that the 
work had to be done for the sake of the fruit which it would bear in years to 
come and he thought that for this reason it ought to be continued. 

Dr. de Mori said that as an actuary he agreed with Caplan’s criticism because 
the statistics at present prepared were not actuarial in that they ignored the 
intensity and frequency of the risk, but as a panoramic statistic—if the ex- 
pression might be excused—he found it very useful for himself and his actuary 
colleagues who wished to study the question more deeply. For this reason he 
supported Dr. Wimmer in the hope that Mr. Hagmann, perhaps with other 
members of goodwill, would continue this work. 

The President said that he agreed with Dr. de Mori. The Union was not 
working just for today or tomorrow, but for the future, and he thought that it 
would be most helpful if other members such as Dr. Wimmer and Dr. de Mori, 
who were interested in statistics, would cooperate with Mr. Higmann in this 
work. It was on the same basis as the proposed Safety Committee in that it 
was work done for the future, and he personally thought that it would be a good 
idea if the Chairman of the Underwriting Committee and the Claims Analysis 
Committee would get into touch with M. Porte, as the mover of the proposal to 
form a Prevention Committee, with a view to exploring the possibilities in this 
connection. 

Mr..Al Smith said that he thought rather than curtail the statistical work of 
the Union it should be enlarged. By this he did not mean that they should 
go in for a lot of detailed statistics which would be a burden and would require 
a large organisation which the Union could not afford, but he thought that it 
was nonsense to take the position that statistics were of no value. He would 
be the first to admit that underwriting judgment was important, but they would 
never get anywhere if they did not make use of the figures which were available. 
He felt that the U. S. A. I. G. probably went further than other aviation under- 
writers in this connection. Everything was card indexed and they could pro- 
duce figures on almost anything connected with aviation insurance. They had 
been in business for twenty five years and had shown a profit for every year 
except two, and there was no doubt in his mind that statistics had played their 
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part in this result. Statistics were the ultimate answer to rate making and he 
thought that the Committee should be encouraged to widen its activities in this 
connection to the fullest practicable extent. 

Captain Lamplugh said that if the B. A. I. C. had relied on statistics they 
would have been “in the red” far more often than they had ever been. Although 
statistics could be useful they could also be extremely misleading. 

The President said that there were two directly conflicting views and members 
could make their own choice. If they had the statistics they could use them or 
disregard them as they pleased, but if they had no statistics they could not do 
either. 

Mr. Hagmann said that he thought that the problem was quite simple. The 
statistics as prepared at the moment cost nothing except a certain amount of 
brain work to a certain number of people. They might be of use, or they might 
not. They were sent round to the members who could use them rightly or 
wrongly or not use them at all. 

It was unanimously agreed that the work on statistics should be continued. 

It was also agreed that the chairmen of the Underwriting Subcommittee and 
the Claims Analysis Subcommittee should contact M. Porte to go further into 
the question of setting up a prevention subcommittee. 


Accounts 


The President said that Mr. Hagmann and Mr. Juhlin Dannfelt had gone into 
this matter, and he would ask one of them to report. 

Mr. Hagmann said that members had received the accounts for the year ending 
31.12.52 which showed a deficit of £456, to which must be added the deficit of 
£167 carried forward from 1951, making a total of £623. Those members who 
had been at Venice were hoping that this year the Union would be able to balance 
its budget, but this had proved slightly optimistic owing to a misunderstanding 
as to the items included in the estimate for legal charges and di bursements. 
In consequence the budget estimate for 1952 had been some £300 below the actual 
figure. 

Members had also received the budget estimates for 1953 from which it 
appeared that the income for 1953 was likely to exceed expenditure by about 
£148, which, however, would still leave a substantial deficit to carry forward. 

Mr. Per Hansson said that as he understood the accounts the running costs 
of 1953 would show a small surplus, but not sufficient to wipe out tlhe debit 
balance carried forward from 1952. 

Mr. Hagmann agreed. 

Mr. Al Smith said that he was a little confused about the accounts. Looking 
at the balance sheet at December 31st it would appear that there was a balance 
of £815 in cash. The statement of income and expenditure showed that a 
further £1370 had been collected since then in subscriptions of which £603 had 
been paid out for expenses, which would leave £767. Added to the £14 in 
hand this should leave £1581 yet it seemed from the accounts that we had in fact 
a balance of only £461 and the question was where had the other £1120 gone to. 
The accounts had been duly audited and he was quite sure that there was an 
explanation, but at the moment he could not follow the position. 

Some discussion ensued which failed to clear up the point and it was agreed 
to defer further discussion of the accounts until the following day. 


Representation of insurers on accident investigations 


Dr. Meyer said that he would like to raise a point for the Legal Adviser and 
the Central Office. Whenever a major accident occurred there was normally a 
yovernment investigation which might take quite a long time. There was nearly 
always a long delay in the publication of the findings of the investigation, and 
sometimes they were never published. When these investigations took place 
the Government authorities normally impounded the wreckage and the docu- 
ments and the Insurers had no right of representation at the Inquiry, at any 
rate unless it was held in the form of a public Inquiry. Meanwhile third party 
and passenger claims were outstanding; the Insurer was unable to ascertain 
the definite cause of the accident, and it could easily happen that there was 
hardship to the claimants owing to the delay. Alternatively, to protect their 
interests, the claimant might commence proceedings claiming damages in excess 
of the amount at which the claim could have been settled in the first place. He 
thought it very desirable that the I. U. A. I. should approach I. C. A. O. and the 
National Authorities concerned with the request that facilities should be given to 
insurers to investigate the wreckage, documents and other evidence and to take 
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part in the investigation so that these matters could be more promptly dealt 
with. 

The President said that he thought this was a very practical suggestion and 
asked for the view of Captain Lamplugh. 

Captain Lamplugh said that he thought that the best approach would be 
from the Central Office to I. C. A. O. asking them in turn to approach the Gov- 
ernment authorities of the particular States (of which if he remembered cor- 
rectly there were 49). It could be put up on the grounds of public hardship 
owing to the delay involved in settling claims until insurers could ascertain 
the facts. He thought that Mr. Goodfellow and himself could easily draft the 
form of the proposed letter. 

Dr. Wimmer agreed but said that he thought that members could be of con- 
siderable assistance to each other in this matter. In Germany for example they 
had always had close relations with the investigator of accidents and were able 
to get the necessary information at an early stage. 

Mr. Porte said that the opposite was true of France where they had to rely 
on newspaper reports and the official Inquiries were always secret. 

Mr. Goodfellow said that he thought there was one danger to be watched. If 
insurers asked to be represented at these Inquiries the Governments would only 
agree to do it on the basis that the injured parties were also entitled to be 
represented in person or by their legal advisers. 

Captain Lamplugh said that it was not a question of representation at the 
official inquiry. What insurers wanted was advance information as to the 
cause of the accident. 

The President agreed and said that it was only reasonable to request this 
because insurers were just as much interested as Governments in ascertaining 
the causes of accidents and instituting remedial measures. It was also in the 
interests of the victims that they should be in a position to deal with claims as 
quickly as possible. 

Mr. de Walque said that as long as the investigation was in process insurers 
could not reasonably expect any definite information. 

The President said that this might be so, but at least insurers could be given 
advance information as soon as the inquiry was completed without having to 
wait for months until it was published. 

Dr. Meyer said that he thought that the point to be stressed in the proposed 
letter was that it was in the interests of the injured parties that insurers should 
be provided with the earliest possible information so that claims could be dealt 
with. 

The President agreed and said that they would ask the Legal adviser to draft 
a letter, and that copies of this, when agreed, should be circulated to members 
so that they could send it on to their respective Air Ministries. 

Captain Lamplugh said that he thought members should agree among them- 
selves that when one member had an accident in the country of another member 
the latter would automatically give all the help and information possible. He 
was glad to pay tribute in this connection to the great help which they had 
received from the Deutscher Luftpool in connection with an accident in Berlin 
during the previous year. It had been in accordance with the best traditions of 
the Union. 

The President agreed and thought that this point should be noted in the Min- 
utes as being in accordance with the spirit of the Union. 


Warsaw Convention Committee 


Mr. Goodfellow asked permission to revert to this matter. In view of the 
number of items still remaining on the agenda it seemed unlikely that the matter 
could be finally disposed of during the current meeting. In any case he thought 
that it was better in many respects to defer the discussion until after members 
had had the opportunity to consider his notes. He was particularly anxious 
to have the views of the U. S. A. I. G. on the problem. He suggested therefore 
that unless an Extraordinary General Meeting of the Union was to be called a 
really strong representative subcommittee should be appointed to deal with the 
problem to meet at some convenient point, perhaps Paris, during the next few 
months. 

The President agreed and thought that the best time for the meeting would 
be at the beginning of 1954 since the close of the year was a busy time. He sug- 
gested that each member should be invited to appoint one representative on the 
Committee who would have full voting power. 
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Mr. Goodfellow asked Mr. Smith whether it would be possible for the 
U. S.A. 1. G. to be represented at the meeting. 

Mr. Al Smith said that he would not like to commit himself on this point, 
but that he felt that in any case Mr. Goodfellow and Mr. Orr would be able to 
agree on all material points in correspondence. 

It was agreed that within a fortnight of receipt of the minutes of the meeting 
each member would either nominate its representative on the committee who 
would have full voting rights, or who would alternatively notify its intention not 
to be present but to abide by the decisions of the meeting. 


Respect for the lead 


Mr. Ward asked permission to raise this point. He recalled the brilliant 
speech made by Mr. de Vlaming at the Venice meeting in which he had dis- 
cussed the possibility of effecting an international “respect for the lead” agree- 
ment. He had gone back to London exalted by the idea, but when he had gone 
thoroughly into it he had reluctantly come to the conclusion that it was im- 
practicable for reasons which would take too long to explain, but which he was 
quite willing to discuss with members individually. He would ask members for 
the moment to accept his assurance that it was not at this stage a practical 
possibility. He believed that it would be possible if there were such a thing in 
existence in aviation insurance as a joint hull agreement. He was quite sure 
that many aviation underwriters would like to see such an agreement, but 
there were tremendous obstacles in its way. Before there was any chance of 
a joint hull agreement, however, there would have to be standard brokerage 
commissions such as existed in the marine market, but which did not yet exist in 
the aviation market. This possibility had been fully explored in the London 
market during the past year, but so far without success. A joint subcommittee 
between the L. A. U. A. and the A. I. O. A. had spent a considerable amount of 
time in discussing this problem which was a very real one since brokerage rates 
varied from us little as 24% percent up to as much as 40 percent for some types 
of personal accident insurance. The failure to reach agreement did not rest with 
the Committees of either of the two bodies represented. They were both inter- 
ested in reaching agreement, but there were certain underwriters who were 
active and strong in the market, including some who were members of the L. A. 
U. A., but not of its Committee, who opposed the idea and without their sup- 
port it was impossible to obtain any effective agreement. One leading under- 
writer had said that in principle he was not prepared to accept any form of 
agreement either as to brokerage rates or as to underwriting rates. He desired 
complete flexibility with freedom for himself to write each risk on his own 
judgment and to agree to such commission rates as he thought fit. This under- 
writer was fundamentally opposed to any form of tariff or standardisation. Mr. 
Ward knew that this view was shared by many Lloyds Underwriters in the 
nonmarine section. They recognized certain practices and were mostiy very 
intelligent people, but they simply would not agree in principle to anything in 
the nature of tariffs or standardisation. It did not give him any pleasure to have 
to stress this point, but it would be folly to ignore it. 

He had, however, an alternative idea to put forward which was entirely a 
personal one, although he thought that it might be supported by some of his 
colleagues. It was very simple. Never reduce a rate on a risk between one year 
and the next by more than 10 percent. 

He had seen a rate of 6 percent reduced on renewal to 4% percent. However 
good the claims experience during the year this was too big a reduction, repre- 
senting 25 percent of the rate. For his own part the maximum reduction would 
be 10 percent, namely, a reduction to 5.4 percent per annum. If in the next 
year the claims experience was still good, he might reduce this by another 10 
percent and so on by annual instalments until he had reached the lowest rate 
at which he felt the risk should be covered. There must be such a minimum, 
of course. It was a very simple idea, and he merely put it forward for consid- 
eration and discussion. 

Mr. de Viaming said that the suggestion came very near to a respect for the 
lead. 

Mr. Ward said that it could be but that he was not really suggesting that an 
Underwriter should not reduce another Underwriter’s rate. He was only saying 
that he must not reduce his own rate by more than 10 percent. 

Mr. de Viaming asked what happened if a Broker came to Mr. Ward and was 
not prepared to accept 10 percent as a maximum reduction while other Under- 
writers were free to cut the rate to a greater extent. 
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Mr. Ward said that he had already lost business on this basis but that he had 
set himself a principle and was sticking to it. He did not know if everyone 
would agree, and he was not asking for general agreement, but merely suggesting 
that it was a good common sense basis. He could not believe that a risk varied 
so much between one year and another that it justified a reduction of more than 
10 percent. He had seen reductions of even 25 percent in the rate between one 
year and another and it was too much. 

The President pointed out that it was not merely a question of rates, but of 
other matters such as the franchise which came into the picture. One could 
always justify cutting a rate by increasing the franchise. He would like Captain 
Lamplugh’s views. 

Captain Lamplugh said that he thought that the idea was basically sound. 
One of the practical difficulties, however, was the rate of brokerage commission. 
In the A. I. O. A. they had agreed to a commission of 15 percent for United King- 
dom hull business, and this had also been accepted by the L. A. U. A. with the 
exception of one or two rebels. The agreement had only been in force for a short 
time, and it was too early to say whether it would succeed, but he hoped that it 
would. At any rate a start had been made thanks to the cooperation of Mr. 
Ward and his committee, and if it succeeded he hoped that it would ultimately 
be possible to extend it to foreign business as well. 

The President pressed Captain Lamplugh as to whether he considered Mr. 
Ward’s suggestion to be practicable. 

Captain Lamplugh said that he liked the idea, and he thought that it was 
sound, but he had not heard it mentioned before and would like time to think 
it out. 

Mr. Hagmann said that as he understood the proposal Mr. Ward would not 
cut his own rate by more than 10 percent on renewal, but would be quite prepared 
to cut a competitor’s rate by 20 percent in order to obtain new business. 

Mr. Ward said that he had anticipated that question. All he could say in 
reply was that if it was a new risk he would ask himself at what rate he would 
have written it a year earlier and he might fix the rate at 10 percent less than 
that figure if the claims experience had been good, but that he would not guaran- 
tee that he was not going to reduce it by more than 10 percent in the case of new 
business. 

Mr. Al Smith referred to the question of commission. The U. 8S. A. I. G. 
thought that it wa s ridiculous to pay more than 10 percent in respect of a large 
air line contract, and in many cases they were paying as little as 2% percent. 
That had come about as a matter of simple mathematical calculation because the 
big buyer of insurance realised that he was in effect paying the commission. 
From his point of view they did not want a fixed rate of commission. Some 
flexibility was desirable, but there ought to be a maximum rate of commission 
for any particular class of business. 

Mr. Ward said that he entirely agreed. In practice, some of the big risks, 
such as B. O. A. C. and B. E. A. were already paying annually a very small rate 
of commission and the suggested figure of 15 percent was not a fixed rate, but a 
maximum. The only snag about it was that it was not an awfully good approach 
to the foundation stone for a joint hull agreement. In the marine market, where 
there was a joint hull agreement, the commission rate was definitely fixed. All 
that he could say was that the idea of a maximum commission rate was a step 
in the right direction. 

Dr. Wimmer agreed and thought that the maximum commission rate should 
apply on an international basis. 

The President agreed in theory but pointed out that the markets could not in 
practice agree to a fixed commission rate, and that if the Union laid it down the 
U.S. A. I. G. might be obliged to resign. 

Mr. Al Smith said that he felt that despite the difficulties raised by their 
Public Law No. 15 it was still desirable that the Union should try to reach com- 
mon agreement on a matter of this sort. As to a joint hull agreement he ad- 
mitted that Public Law No. 15 would bar them from being a party to such an 
agreement, but on the question of commission rates, he thought that some infor- 
mal agreement which was not legally binding, but which would nevertheless be 
respected, was desirable. 

Dr. Wimmer said that he strongly supported Mr. Ward’s suggestion as to a 
maximum reduction of rates on renewal. Aviation insurance was a very uncer- 
tain business, and it was easy to find cases where there had been two or more 
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good years followed by a bad year which wiped out the premium over a number of 
years. 

Mr. de Vilaming thought that the proposal was dangerous. If it became gen- 
erally known that the leading Underwriter would not cut his rate by more than 
10 percent it would simply open up a new hunting ground for the brokers, and 
they would always be trying to find a new market for the risks. He was strongly 
in favour of an agreement as to brokerage rates as a first step towards a joint 
hull agreement, but he felt that Mr. Ward’s suggestion would simply be playing 
into the hands of the brokers. 


Election of a General Secretary 


The President said that he wished to bring forward a new matter of great im- 
portance. Under Article 12 of the Statutes the Union had power to appoint a 
general Secretary. So far they had been unable to find the right man, but now 
a marvelous opportunity had presented itself. The past President, Mr. Diego 
Hagmann, whose services to the Union were recognised by all members, was 
retiring at the end of the year and had intimated that he would be prepared to 
continue his connection with the Union as General Secretary. He proposed that 
the appointment should be agreed in general principle, the details to be worked 
out between the President, the Vice President and Mr. Hagmann. 

[Agreed with acclamation and applause.] 

The President went on to say that the proposal did not involve the elimination 
of Miss Bett, whose excellent work and loyalty were of the greatest value to the 
Union. He proposed that the details as to how Mr. Hagmann and Miss Bett 
would apportion their respective work should also be left to the President, the 
Vice Presidents, Mr. Hagmann and Miss Bett to work out. 

[Agreed with acclamation and applause. ] 

Mr. Hagmann said that he had come to the meeting prepared to say goodby 
to his friends, and he could only say that he accepted the proposal with the 
greatest pleasure, and that he would consider it a great honour to be the Gen- 
eral Secretary of the Union. So far as Miss Bett was concerned he thought it 
essential that there should be no change in her position. He would do his best 
to be a good secretary, but if the arrangement did not work out satisfactorily 
he did not wish in any circumstances to become a liability to the Union. [Ap- 
plause. ] 


Accounts 


Mr. Per Hansson reported on behalf of the subcommittee consisting of himself, 
Mr. Hagmann, and Mr. Juhlin Dannfelt that they had examined the accounts, 
which were duly audited, and had come to the conclusion that they were quite 
in order and that the apparent discrepancy was explained by the note of the 
position as at the date of the General Meeting which was not an account, but 
merely a budget estimate. There was an accumulated deficit of rather over £600, 
and it had been agreed at the Zurich meeting as to how debit balances should 
be settled by a special call on members in accordance with a table of percentages. 
That table would have to be slightly revised for the future owing to the election 
of new members, and he thought that this could be left to the President and the 
Central Office, but the accumulated deficit as at the end of 1952, or say £600 in 
round figures, should be met by the members of 1952 in accordance with the 
percentage scale agreed at Zurich. For the current year the indications were 
that the income from basic subscriptions would amount to £1370 while the 
expenditure would be about £1200 so that there would be a small surplus. This 
in itself was satisfactory, but it would be unwise to assume that the next year’s 
accounts would also show a surplus, because they would have to face increased 
expenditure both in respect of attendance at international conferences and in 
connection with Mr. Hagmann’s appointment. The subcommittee therefore had 
three recommendations to make: 

Firstly, that the meeting should approve the accounts for 1952; 

Secondly, that a round sum of £600 to meet the accumulated deficit covered 
by a special call on the 1952 members in accordance with the “Zurich scale”; 

Thirdly, that the basic rate of subscriptions should be increased from £75 per 
annum to £100 per annum per member, which would produce approximately £500 
per annum extra income, so as to meet the additional expenses anticipated in the 
future. 

Captain Lamplugh asked whether the subcommittee were satisfied that the 
proposed increase of £25 per member was going to be sufficient to meet the 
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running costs of the Union in future. He personally would not be averse to an 
increase to £125 per member per annum right away. 

Mr. Per Hansson said that the matter had not been considered in sufficient 
detail to enable him to give a definite answer. His personal feeling was that 
the proposed increase might not be sufficient, but he thought that if this should 
prove to be the case it would be better to make an additional call on members 
in accordance with the table of percentages rather than to increase the basic rate 
of subscriptions, which might bear too hardly on some of the smaller companies. 

The recommendations of the subcommittee were unanimously accepted. 

Captain Lamplugh interposed to say that a perfectly legitimate criticism of 
the accounts had been raised by Mr. Al Smith and had not been fully answered. 
Obviously there was an answer to the apparent discrepancy because the accounts 
had been audited and certified by a firm of high standing. He would like, how- 
ever, to raise the matter with the accountant and the auditors when he got back 
to London and to circulate their explanation so as to remove any possibility of 
misunderstanding. 

Agreed. 

(Nore.—Since the meeting, Mr. Al Smith has discussed the matter with the 
accountants in London and has written a letter to the Central Office expressing 
himself satisfied and withdrawing his query.) 

Accident investigations 


Mr. Goodfellow said that he had prepared the draft letter from the I. U. A. I. 
to I. C. A. O. on this subject on the lines suggested by the Swiss delegation. 

The president congratulated him and asked him to read it which he did. 

Captain Lamplugh said that he did not think that the letter sufficiently em- 
phasised the public hardship created by the inability of insurers to know promptly 
whether their insured was liable or not. 

Mr. Goodfellow said that he had expressly made this point, but he did not 
think it wise to overemphasize it in case I. C. A. O. might think that the letter was 
insincere. After all the members of I. C. A. O. were not fools, and they would 
realize that in making their request insurers were not concerned solely with 
the question of the liability of their insured, but also to some extent with the 
question of their own liability . 

Mr. Meyer congratulated Mr. Goodfellow on his prompt work. He agreed 
with Captain Lamplugh, however, that it was important to emphasize that in- 
surers were interested to settle claims promptly without litigation, and that with- 
out access to the necessary documents and evidence they could not do so, because 
they had no means of knowing whether the insured was liable or not, and whether 
his liability was limited or unlimited. 

The President agreed. 

Mr. Goodfellow said that in view of this he would like to let Captain Lamplugh 
have a copy of the proposed letter for redrafting. 

Agreed. 


Recommended underwriting practices 


Mr. Al Smith said that although he would like to compliment the Under- 
writing Subcommittee on the volume of work which it had accomplished dur- 
ing the year, he felt that a great deal of it was concerned with matters of de- 
tail which could be left to the individual judgment of each Underwriter and 
that it had failed to lay down any broad underwriting principles for the guid- 
ance of members. He felt that whatever the difficulties might be in the way 
of agreement as to rates of premium, maximum reduction on renewal, brokerage 
rates and matters of that sort there were certain broad principles of under- 
writing on which all the members should be able to agree. There were certain 
practices which all members in their hearts condemned. There were others 
with which all members probably in their hearts agreed. During the year he 
had raised with the Underwriting Subcommittee an example of a practice which 
he considered to be fundamentally unsound. This was the case of a large air 
line account where both hull and liability insurance had been accepted on a 
combined premium plan of so much per cent per passenger mile. This was 
written without any reference to the hull values, and he could not think of a 
more unsound basis for underwriting a risk of this nature. All that appeared 
in the Minutes of the Underwriting Subcommittee was that the letter had been 
read, that Captain Lamplugh had explained his position in the matter and that 
it had been agreed that he should send a reply with a copy to the President. 
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The reply had been sent, and all that it said in effect was that even though the 
members of the Union might agree that they would not write a certain type of 
risk on certain lines there would always be the odd market in Lloyds which 
would take the business on those lines and leave the members of the Union 
without it. He found it difficult to believe that that would be the reaction of 
the Lloyds market. He had talked to many Lloyds Underwriters and he 
thought that in the main they would be ready and willing to support constructive 
underwriting principles, 

Mr. Ward concurred. 

Mr. Al Smith said that while he admitted that there might be certain sec- 
tions of the Lloyds market which would refuse to be bound by any form of 
agreement, even on matters of broad principle, he did not think that this ap- 
plied generally. What he was asking was that when it came to the insurance 
of a large air line the basis of the premium should be exposure to risk. Pas- 
senger miles had nothing to do with hull risk. They might be used as a basis 
for the passenger liability premium, just as air miles might be used as a basis 
for public liability premium, but the whole risk should be separately assessed. 

The President said that he had listened to Mr. Al Smith’s remarks with the 
greatest interest and he believed that the point made was a sound one. 

Captain Lamplugh said that as the defendant he would like permission to 
reply. The particular cases mentioned by Al Smith was an exceptional one 
and he did not pretend to like it. In principle he agreed with Al Smith’s 
comments as to the underwriting basis, but the point was that in this case, 
before accepting the risk, he had made up his mind as to the total annual 
premium appropriate to the risk, and that he had got that premium, even if the 
methods might seem to be unorthodox. Competition for air line business was 
keen, especially from Lloyds, and he was not prepared to be dictated to by 
another member of the Union as to how he should conduct his business. That 
was not in his opinion the spirit of the Union. It was quite contrary to the 
spirit of the Union for one member to get up and say in effect “I am the only 
man who knows how aviation insurance business should be written, and if you 
do not agree with me you are wrong”. He was frequently forced by compe- 
tition to write business on lines which he did not altogether like, but as long as 
it was in his Company’s interest to do so, and as long as the competition 
existed, he would continue to do it whatever any other member might say. 

Mr. Al Smith asked if Captain Lamplugh would still adopt this attitude if a 
‘recommended underwriting practice’ in this connection were agreed to by the 
Union. He mentioned that he did not think that the case he had referred to 
was an isolated example. 

Captain Lamplugh said that he thought that the case referred to was the 
only one of its type. If the Union pressed a general rule on the lines sug- 
gested he would be faced with the question of whether to remain in the Union 
or to get out of it, and he thought that many other members would be faced 
with the same problem. 

Mr. Al Smith said that he thought the whole problem was being approached 
from the wrong angle. They were trying to agree on relatively minor prob- 
lems such as laying up clauses and the like, and ignoring the broad principles 
of aviation underwriting which everyone knew to be sound. If they could 
agree on these he believed that in the long run they could eliminate undesirable 
practices, but if they failed to do so they would find such practices increasing 
instead of decreasing. 

The President said that no one had suggested that the practice referred to 
was sound. 

Mr. Hagmann said that he would like to have the views of Mr. Per Hansson as 
a member of the Marine Insurance Union. Would this Union, which had done 
much useful work in connection with marine insurance, go so far as to con- 
demn certain practices as unsound? 

Mr. Per Hansson said that he was not a very active member of the Marine 
Union and did not go to its meetings in any official capacity. He could only 
say that whatever they agreed upon in the Union was on very broad lines, 
and did not lay down definite rules or practices. 

M. Porte confirmed this. 

Mr. Goddard said that there was a considerable measure of agreement between 
the members of the Marine Union as to hull risks and they had also reached 
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unanimous agreement as to the additional premium to be charged for war risks. 
In other branches of insurance, especially in connection with cargo, it was much 
more difficult to reach agreement. 

After a general discussion among members the President said that he would 
like to have a definite proposal as to whether the Union should endeavour to fix 
some broad rules as to underwriting practices. 

Mr. Per Hansson said he thought that an attempt should be made to do this, 
but that they could not make rules which would be binding on the members. 

Captain Lamplugh suggested that proposals should be submitted to the Under- 
writing Committee for consideration. He thought that in the first place they 
should be in the simplest possible form so as to try and make them acceptable 
to all members. If a foundation could once be established they might be able to 
build on it. 

Mr. Al Smith said that the real question was whether the meetings of the 
Union were going to become arf international cocktail party or whether they 
were going to try to achieve some constructive work for the future. He agreed 
that they could not make underwriting rules which would be binding on 
members, but if they could get out a set of recommendations as to what was 
recognised as good underwriting practice and what was recognised as bad they 
would at least have made a start. 

Captain Lamplugh said that in principle he was agreeable to trying this. 

Mr. de Vlaming said that the position in the Marine Insurance Union was 
not quite the same as in the I. U. A. I. In marine business each country had its 
own separate Marine Insurance Association which elected one delegate to 
represent it at the meeting. Any proposals of this nature were considered in 
advance by the members of the National Association and the delegate was then 
authorised to say whether the members of his National Association would or 
would not accept the practice recommended. If some National Associations 
agreed and others did not, then the Union had to decide whether those National 
markets which refused to accept the proposal were weak enough to be ignored, 
or were too strong to be challenged. 

The President agreed that this was the position. 

Dr. Wimmer said that he agreed in principle with Mr. Al Smith. The 
Underwriting Subcommittee should not confine itself to matters of detail, but 
should consider broad principles and even rates. Of course, nobody could be 
forced to accept their recommendations, or could be blamed if they were forced 
by competition to ignore them, but he still felt the work should be undertaken. 

Mr. Al Smith gave another example of what he considered to be unsound 
underwriting practice in the shape of insuring risks in a series of layers, with an 
underlying policy for the first million dollars and then a series of excess policies 
on top of it. 

Mr. Humphreys said the he had seen a USAITIG slip in a risk of this nature 
where the rate for the primary policy had been fixed so low that the same rate 
had to be paid for the excess policy with the same limits. 

The President intervened to say that the discussion was going into details. 
He thought that the Underwriting Subcommittee had understood the general 
opinion of the meeting and that it should be left to them to consider the matter 
and to get out a report for the next general meeting. 


Election of the General Secretary 


Mr. Goodfellow, as the Legal Adviser, asked permission to raise a point of 
order. He had been unaware in advance of the proposal to appoint Mr. Hag- 
mann as general secretary, and while he shared fully in the view that Mr. 
Hagmann’s association with the Union should be continued in some official ca- 
pacity, he felt that the meeting had exceeded its powers in appointing a general 
secretary under the heading of “Any other Business’. He quoted from the Stat- 
utes and Internal Regulations and pointed out that it was definitely laid down 
that matters not included in the agenda could be discussed at a general meeting 
but could not be resolved at that meeting. The duties of the General Secretary 
as laid down by the Internal Regulations were extremely wide and the appoint- 
ment of a General Secretary might well involve a complete internal reorganisa- 
tion of the Union, which was not a matter to be decided without notice or dis- 
cussion. The Statutes and Internal Regulations had been very carefully drawn 
up on this point and he thought that it would be setting a dangerous precedent 
to ignore them. 
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The President said that he could not agree that there had been any breach 
of the Statutes. All that the meeting had done was to agree unanimously in 
principle that they would like Mr. Hagmann to continue his association with the 
Union as General Secretary. All the details and financial arrangements were 
to be discussed between the President, the Vice-Presidents and Mr. Hagmann 
and would be submitted for approval in due course. [Acclamation.] 

A general discussion followed in the course of which Mr. Juhlin Dannfelt sug- 
gested that if there was any discrepancy the practical solution was to ask the 
agreement of those members who were not represented at the meeting. All 
members taking part in the discussion agreed that they wished to abide by the 
principle of the resolution already taken. 

Mr. Per Hansson said that he thought that they were all agreed in principle 
and it was simply a question of finding a practical solution. As he understood 
the position the President and the two Vice, Presidents plus Mr. Hagmann, 
Miss Bett and the Legal Adviser would meet together to settle the practical 
details and these would then be submitted in writing to the members for ap- 
proval. The persons mentioned should also consider whether, from the formal 
point of view, it was necessary to call an Extraordinary General Meeting to 
pass the Resolution, or whether it was possible to avoid this. 

The proposal of Mr. Per Hansson was unanimously agreed. 


Election of officers 


It was agreed that the election should be by secret ballot and ballot papers 
were distributed accordingly, Mr. Ward, Mr. Goodfellow, and Mr. Monoeclaey 
acting as scrutineers. 

The result of the ballot was then announced as follows: President, Mr. Robert 
Gravelin: First Vice President, Mr. Per M. Hansson; Second Vice President, 
Mr. Al J. Smith. [Applause.] 


Place of the next meeting 


Mr. Al Smith said that at the last meeting he had put forward a tentative 
proposal for the holding of the General Meeting in New York. He now wished 
to put this forward as a definite proposal. He realised that the question of 
dollars was one of the biggest obstacles, but felt that this could be surmounted 
if members would really like to have the meeting in New York. The U.S. A. L. G. 
had been members of the Union for nearly twenty years, and he felt that they 
were entitled to have the meeting in New York and would definitely like to 
do so. He would not press it if it meant there would only be a fifty percent 
attendance, but the invitation was a very sincere one, and he hoped that it 
would be accepted and that they would have a hundred percent attendance. 
[Applause. ] 

Mr. Per Hansson warmly supported Mr. Al Smith’s proposal. The U.S. A. I. G. 
had played a most important part in the affairs of the Union and he thought 
that all members should realise that it was not only a pleasure but even a 
duty to attend a general meeting in New York—or at any rate in the U. S. A. 
Where there was a will there was a way, and he hoped that even if all the 
delegates present at the meeting were unable to get to New York at least all 
the members would be represented. [Applause. ] 

Mr. Gravelin thanked Mr. Al Smith for the invitation and in the name of 
himself and the two Vice Presidents thanked the members for the honour paid 
to them by their reelection. 

As regards the holding of the next meeting in New York, he felt that it was 
an excellent suggestion, but that it might be wise for him as the President to 
write round to all members in the near future in order to ascertain definitely 
whether they would be able to attend. If in the result it was obvious that 
the meeting would not be representative they would have to consider an 
alternative venue, but he hoped very much that members would find the means 
of going to New York. [Applause.] 

Captain Lamplugh proposed a vote of thanks to the President for his con- 
duct of the meeting, his work as President during the past year and the 
excellent organisation and hospitality of their hosts. [Acclamation.] 

The meeting closed at 12: 40 p. m., October 14, 1953. 
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INTERNATIONAL UNION OF AVIATION INSURERS—MEETING HELD IN NEw YORK, 
OcTOBER 18-19, 1954 
Present 

Monsieur R. Gravelin (in the chair). 

Belgium: Compagnie Belge d’Assurances Aviation S. A.—Monsieur A. de 
Walque. 

France: Association Generale des Societes d’Assurances contre les Accidents— 
Monsieur A. Cannet, Monsieur G. de Beaucorps, Monsieur E. Duchez, Monsieur L. 
Porte, Monsieur J. Veron. 

Germany: The Deutscher Luftpool—Mr. V. Fritsche, Dr. Chr Pfeiffer, Dr. 
H. H. Wimmer. 

Great Britain: Aviation & General Insurance Company, Limited—Mr. L. 
Murray-Stewart. 

Aviation Insurance Offices’ Association—Captain A. G. Lamplugh, Mr. G. BE. 
Clair, Mr. G. H. T. Humphreys, Mr. G. Willett. 

The British Aviation Insurance Company, Limited—Captain A. G. Lamplugh, 
Mr. J. A. Redwood (Canada). 

Holland: De Nederlandsche Luchtvaartpool N. V.—Mr. J. M. Caviet, Mr. W. 
de Vlaming, Dr. J. W. Gratema. 

Italy: Consorzio Italiano di Assicurazioni Aeronautiche—Dott. B. de Mori. 

Seandinavia: Den Nordiska Poolen for Luftfartforsakring. 

Denmark: Dansk Pool for Luftfartforsikring— 

Finland: Finsk Plygforsikringspool—Mr. V. F. Nygren. 

Norway: Norsk F lyforsikringspool—Mr. Per M. Hansson. 

Sweden: Svenska Flygforsakringspoolen—Mr. C. Juhlin Dannfelt, Mr. G. 
Kalderen, Mr. Ake Hammarlund. 

Spain: Agrupacion de Aseguradores de Riesgos de Aviacion—Senor Jose 
Maria Sunyer, Senor Luis F. Agudin. 

Switzerland: 

Accident & Casualty Insurance Company of Winterthur—Dr. W. Meyer. 

Swiss Reinsurance Company—Mr. V. Tisi, Mr. E. Kubli. 

Zurich General Accident & Liability Insurance Company, Ltd.—Mr. W. 
Schweizer, Mr. N, Pilling. 

United States of America: United States Aviation Underwriters, Inc.—Mr. 
Reed M. Chambers, Mr. A. J. Smith, Mr. Henry N. Beers, Mr. R. 8S. Brockway, 
Mr. Carl V. Fisher, Mr. F. Schonenberg, Mr. W J. Van Hoven, Mr. George 
Whitehead. 

Observer: Lloyds Aviation Underwriters’ Association—Mr. W. J. Massey. 

In attendance: Mr. Alan Goodfellow, legal adviser; Miss M. G. Bett, central 
office ; Mr. D. Hagmann. 

The meeting opened at 10 a. m. 

Mr. Gravelin as President opened the meeting by paying tribute to the American 
friends present including Mr. Reed Chambers, Mr. Fisher, Mr. Brockway, Mr. 
Whitehead, Mr. Schonenberg, and Mr. Beard. He welcomed the new members 
and observers present for the first time, Mr. Schweizer and Mr. Pelling from 
the Zurich, Mr. Kubli from the Swiss Re, Mr. Gratema from Holland, Mr. 
Fritsche from Germany, Mr. Redwood from Montreal, Canada, and Mr. Massey 
representing Lloyds Aviation Underwriters Association. 

He reported apologies for absence from the New India, the Insurance Cor- 
poration of Ireland, Mr. Ahmed Enan of Egypt, and Mr. D’Ambles of Holland. 

He also reported that two delegates who should have been present at the 
meeting, Mr. George Orr of the U. S. A..and Mr. Duchez of France, had been 
prevented by illness from attending and suggested that cables should be sent 
to both of them wishing them a speedy recovery. 

This was unanimously agreed. 

The President reminded members that under the rules each member had now 
only one vote and requested that the name of the delegate who would vote on 
behalf of each member should be underlined in the attendance register which 
was being circulated. 

Mr. Reed Chambers on behalf of the U. S. A. I. G. apologised for his late 
arrival at the meeting owing to a railway accident, and expressed the apprecia- 
tion of the American hosts for the fact that so many delegates had taken the 
long journey to New York to attend the meeting. His one regret was that his 
eld friend David Beebe was not alive to be with them on the occasion of the 
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first meeting of the I. U. A. I. in New York. The U.S. A. I. G.’s membership 
of the I. U. A. I. had always been a source of great pride to David Beebe and 
if he had lived he would have been especially proud to have welcomed the dele- 
gates to New York. 


Agenda item No. 2—Minutes of the general meeting in Algiers 1953 


The President reported that the Minutes had been circulated and all amend- 
ments notified had been incorporated. He asked that the Minutes as circulated 
and amended should be approved. 

The minutes of the previous meeting were unanimously approved. 


Agenda item No. 83—Applications for membership 


The President reported that it had not been possible to arrange a meeting of 
the Membership Subcommittee in New York prior to the opening of the General 
meeting. He proposed therefore that this subcommittee should meet immediately 
after lunch before the afternoon session of the General Meeting and that discus- 
sion of this item should be deferred accordingly. 

This was agreed. 


Agenda item No. 4—President’s report 


The President dealt briefly with items of interest during the year including 
the question of representation by insurers at Government Accident Investiga- 
tion Inquiries which had been dealt with in inter member memoranda Nos. 45 
and 47, the issue of a standard aircraft policy by the A. I. O. A., and the issue 
of new aviation policies by the French Companies. 

Four subcommittee meetings had been held during the year. In January there 
had been a meeting of the Underwriting Subcommittee and of the Special 
Warsaw Convention Committee in Paris. The latter meeting had received useful 
cooperation from Mr. Gazdik who had attended by invitation as an observer on 
behalf of I, A. T. A. and Mr. Hans Herrlin of the Northern Pool. The Statistical 
Subcommittee met in Zurich in May and the Underwriting Subcommittee met 
again in Ostend in June. Unfortunately, Mr. Hagmann had been prevented by 
illness from attending the meeting in Ostend. The Minutes of all the Subcom- 
mittee meetings had been circulated to members. The printing of the amended 
Statutes and Internal Regulations as approved had been completed and a copy 
signed by himself as President. 

In the course of the year the I. U. A. I. had been invited to attend meetings 
held by U. N. O., I. C. A. O., and I. A. T. A. The I. U. A. I. had not in fact sent 
delegates to any of the three meetings, not on the grounds of expense, but be- 
cause in all three cases the subjects under discussion were not considered to 
come within the scope of the I. U. A. I’s activities. It was, however, satisfactory 
to note that the three bodies concerned recognised the I. U. A. I. to the extent 
of inviting its participation, which was evidence of the growing international 
status of the Union. 

The President then dealt with the question of a general secretary of the Union. 
As all members knew, Mr. Hagmann, shortly after accepting the position of 
secretary general of the Union, had received an unexpected invitation to become 
the General Manager of the Helvetia Insurance Company. It was obvious that he 
could not undertake both tasks, but he had kindly agreed to remain as the general 
secretary of the Union in an honorary capacity for the rest of the year, and to 
attend the meeting in New York. The President had circulated all members 
requesting their views as to how this matter should be dealt with, and the 
matter was included as item No. 15 on the agenda. He thought, however, that 
it should be included in his report as President, and that it might be useful 
to have some preliminary discussion on the subject at which members could ex- 
press their views, which would give a chance for further consideration before 
the point was reached on the Agenda. 

Mr. Al Smith asked whether the President could give an indication as to the 
replies received from members to his memorandum on the subject. 

The President said that although he had received replies from every member 
of the Union they were of a rather conflicting nature. Some members thought 
that a full time General Secretary should be appointed who would not only 
deal with the internal administration of the Union and its various activities, but 
would also concern himself with questions of broad policy and international 
relations, and would act as the connecting link between the Union and other 
representative national and international organisations. Some members thought 
that the General Secretary should change with the President and should be 
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a member of the same Company as the President. Some members had open 
minds on the subject and were prepared to accept whatever was the view of the 
majority. All members had expressed the wish that the Central Office should 
eontinue on its present basis with the services of Miss Bett. 

Mr. Per Hansson said that he thought it was inadvisable at this stage to have 
a general discussion on the problem, and that it would be better to have informal 
discussions, perhaps during the luncheon break, or before the second day of the 
meeting so that members could exchange views off the record. 

Mr. de Vlaming said that he thought it would be a good idea to form a sub- 
committee to discuss the matter hefore it was formally dealt with on the agenda, 
but felt that it would be a useful guidance to such subcommittee if a general 
discussion among the members should take place. At the invitation of the 
President he then expressed the views of the Dutch Pool. As members knew, 
the first step in this matter had been taken at the last general meeting, follow- 
ing which arrangements had been made under which the Central Office con- 
tinued in London, while the General Secretary’s duties were carried out by 
Mr. Hagmann in Zurich. In the view of the Dutch Pool and of some other 
members this was not an entirely satisfactory arrangement, but it was un- 
necessary to consider whether it ought to be continued in view of Mr. Hagmann’s 
resignation. This resignation had brought the Union to another milestone, and 
it was essential to reach a clear decision as to the next step. Aviation was 
developing at enormous speed, and there was probably no branch of insurance 
which was attracting more Government attention than aviation insurance. It 
was therefore important that Governments and International Organisations 
Should have some representative body with which they could deal on matters 
affecting aviation insurance, and it was important that such a body should have 
an independent office and not merely a department in the offices of one of its mem- 
bers as was the case at present. It was right that the Central Office should be in 
London, which was the world centre of aviation insurance, but it should have an 
independent. office. 

Members might question whether there was sufficient work for a full time 
secretary and an independent central office. His answer to that was that if the 
right man was appointed he would make it into a full time job. When an 
Insurance Company opened a new branch it did not appoint a part time manager 
because there was insufficient work for a full time appointment. On the 
contrary, it appointed a first class man and left it to him to build up the 
business and to make it into a full time job. In his opinion that should be the 
attitude of the Union towards this problem. It should appoint a really first 
class man as full time secretary, and if the right man was selected he would 
soon make it into a full time job. The accounts of the I. U. A. I. showed an 
annual expenditure of only £1,500 which was really nothing when one con- 
sidered the important combination of Companies and Underwriters represented 
in the Union. He instanced the Fire Offices Committee in London. It had been 
built up to its present position largely through the efforts of its full time officer. 
As things stood at the moment an enormous amount of work fell on the Presi- 
dent of the Union, whereas a really first class secretary could take most of this 
work off his shoulders. What the Union needed was a really good man as full 
time general secretary who would organise and build up both the work of the 
Union and its international status and reputation. At a previous meeting Mr. 
Al Smith had raised the question of whether the I. U. A. I. was going to become 
a genuine Union or an international cocktail party. He thought that the two 
should and could be combined and that the Union should be both an international 
cocktail party and a practical body of international standing and respect. 

He recognised the difficulty of underwriting agreements, especially bearing 
in mind the fact that the Union was not fully representative of all the aviation 
insurance interests throughout the world. A first class secretary, however, 
would help to solve this problem by creating contacts between the Union and 
non-union member insurers, and by persuading many of them of the importance 
of joining the Union, or at least of working in co-operation with it. 

To sum up, the Dutch Pool was in favour of taking immediate steps to find 
a first class man as full time general secretary of the Union with an independent 
office in London and proposed that a subcommittee should be appointed to deal 
with the matter. 

The President invited the views of other members. 

Mr. Schweizer (Zurich) said that they had no comments to make at this stage. 

Dr. Wimmer (German Pool) said that in principle his Pool supported the views 
expressed on behalf of the Dutch Pool. He instanced the International Union 
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of Marine Insurers which had a full time General Secretary who not only organ- 
ised the Central Office very efficiently, but also did much valuable work on under- 
writing and technical questions. It might seem rather premature to incur the 
expense of a full time secretary and an independent central office, but he felt 
sure that in the long run the expenditure would justify itself if a man of the 
right personality was appointed. 

Dr. de Mori (Italian Re-Insurance Pool) also supported the proposals of the 
Dutch Pool. The Credit Insurance Association had recently taken a similar 
step, and he thought that in view of the growing importance of aviation insur- 
ance and the Government interest therein, it was essential, looking to the future, 
that the Union should have a strong and first class man as general secretary. 

Mr. Cannet (Association Generale) said that they were unable to support the 
Dutch proposal because it seemed to imply that the General Secretary would 
be the leading figure in the Union, whereas in their view the leading figure 
should be the President. 

(A general discussion followed Mr. Cannet’s statement in which members 
expressed the opinion that whatever might be done about the appointment of a 
general secretary it should not affect the position of the President who should 
remain the leader of the Union and responsible for matters of policy.) 

Mr. Al Smith (U. S. A. I. G.) said that he agreed with the Dutch Pool as 
to the importance of having a full time secretary and an independent Central 
Office. It was.no use rotating the secretaryship with the Presidency, or having 
a secretary in one country and a Central Office in another. If anyone wanted 
to raise a question with the Union there should be a Central Office and Secre- 
tary to whom he could write, or on whom he could call. Members must face 
the fact frankly that to adopt the proposals of the Dutch Pool would inevitably 
mean the doubling or trebling of the budget, but if the Union was to obtain full 
international recognition, and to do its work properly this was a cost which 
could and should be faced. 

Mr. Goodfellow (Legal Adviser) said that before the proposed sub-committee 
was appointed he thought that two questions should be cleared up. Firstly, 
was it generally agreed that both the Central Office and the General Secretary 
must be in London, or were members prepared to agree that the Central Office 
should continue as at present with a General Secretary who might be resident 
in some other country? The point was of some importance because if both 
had to be in London the choice of General Secretary was limited to candidates 
who would be prepared to live in London. 

Secondly, was it proposed that the Subecommitte should be given full powers 
to deal with the matter, or was it merely to consider the problem and to report 
back to the General Meeting with its recommendations? 

Mr. de Vlaming said that his proposal was that both the General Secretary 
and the Central Office should be in London. The proposed Subcommittee would 
not make a final decision, but it would report its recommendations. In view 
of the statement by Mr. Cannet he wished to make it clear that there was no 
suggestion that the General Secretary should be in a position to over-rule the 
President. The responsibility of the President would remain unaltered, but a 
great deal of the detail work would be taken off his shoulders by the secretary. 

Mr. Al Smith said that he thought that the position should be made quite clear. 
A Subcommitte should be appointed to take step No. 1., which was to consider 
the best arrangements as regards a secretary and central office and to report 
back to the general meeting. Step No. 2—the actual appointment of a general 
secretary and the organisation of a Central Office—would follow later. 

The appointment of a subcommitee was then discussed, and after various sug- 
gestions had been considered 

It was finally agreed that the committee should consist of the President, the 
two Vice Presidents, Mr. de Vlaming, Captain Lamplugh, Dr. Meyer and Dr. 
Wimmer. 


Agenda item No. 5—Reports on the national markets 

The President reported that these had been received and circulated to mem- 
bers. No reports had, however, yet been received from Czechoslovakia, Egypt, 
or India. 7 

Mr. Goodfellow asked whether Captain Lamplugh or any other representative 
of the London market could give a report on the situation in connection with 
the proposed Indian Insurance Pool bearing in mind that certain applications 
for membership were held up pending the clarification of the situation in this 
respect. 
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Captain Lamplugh said that he understood that the Pool had been formed, 
but the situation was rather obscure. His impression was that the Pool was 
not a ery strong one, and that it might not survive for long. 

The President said that he had received a visit from Mr. Goculdas, represent- 
ing the Indian Pool, and enquiring as to membership. He had advised him to 
obtain the support of the New India as the existing Indian member before 
making formal application, but had not heard anything further. 

Captain Lamplugh said that the New India was really the dominant factor 
at the moment in aviation insurance since it owned half the National Air Lines. 
In reply to a question from the President as to whether the Pool was actually 
in existence or not, he said that his understanding was that it was in the 
process of formation. 

Mr. Goodfellow asked whether Captain Lamplugh could give any information 
as to the Egyptian or Czechoslovakian markets. 

Captain Lamplugh said that as regards Egypt aviation insurance was mainly 
confined to the National Air line, and he understood that results had been 
reasonably satisfactory. He knew nothing about the situation in Czechoslovakia, 
but suggested that Mr. Clair might be able to report on this. 

Mr. Clair (A. I. O. A.) said that there was very little aviation insurance in 
Czechoslovakia. A few small aircraft were insured, but the main risk, the 
Czechoslovakian Air Line, was self-insured. 

Mr. Goodfellow said that he would like to raise some points on the reports 
received. Unfortunately several of these reports had only been laid on the 
table at the opening of the meeting which had given little time to consider 
them, whereas it had been agreed that they should be circulated a clear month 
in advance of the general meeting so as to give time for consideration. It had 
also been agreed that members would send in to him during the year reports on 
any important legal decisions affecting aviation insurers generally so that 
these could be included in his annual report on interesting legal decisions. 
The French report included a note of two legal decisions which had not been 
communicated to him previously. With one of them he was already familiar, 
but he would like to have details of the decision of the French Court of 28.4.54 
referred to in the French report. He would also like to have details of the 
Italian Court decision in respect of the DC—6 crash in 1951 referred to in their 
report. 

Mr. Cannet and Dr. de Mori respectively promised to supply these. 

Mr. Goodfellow said that the U. S. A. I. G. report referred to the Reform of 
Financial Responsibility Act as affecting aviation insurers. It was his under- 
standing of the position that although in its original form this was expressed to 
apply not only to U. S. aircraft operators, but also to all foreign aircraft op- 
eraturs operating into the U. S. A., it had now been limited to apply to U. 8S. 
aircraft operators only. He would like, however, to have confirmation of this. 

Mr. Whitehead, Junior (U. 8S. A. I. G.), confirmed that at the present stage 
the Act would apply only to U. S. aircraft operators, and that there was no 
suggestion at the moment of extending it to include International Air Lines 
operating into the U. S. A. 

Mr. Al Smith said that he would like to have any information available as to 
the latest position in connection with the proposed Aircraft Builders Council. 

Captain Lamplugh said that the position was not altogether clear, and that 
there had been many changes during the past few months. His understanding 
of the position was that although no business had yet been placed, the plan 
was complete, and was ready to go into action. He thought that it was mainly 
backed by the Lloyds market. 

Mr. Massey (L. A. U. A.) in reply to a question by Captain Lamplugh said 
that he was not personally interested in the scheme, but confirmed that Lloyds 
market generally was involved. 

Mr. Goodfellow said that shortly before leaving London he had been ap- 
proached by a partner of the New York lawyers acting for the A. B. C. to 
know whether his firm would act for the Council in London. At this interview 
the lawyer in question had stated that the position was still very fluid, and that 
although the agreements between the Council and Underwriters had been pre- 
pared they had not yet been signed. 

Mr. Al Smith in reply to a question by Captain Lamplugh said that any 
rumours that the U. 8. A. I. G. was involved were entirely unfounded. As he 
understood the position at the moment the Liberty Mutual was in for 10 per- 
cent and the Associated, after first being in and then out again, were now in 
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again for 5 percent. He understood the balance of 85 percent was bejng taken 
by the London and European Continental markets, but he did not know the 
extent of their respective participations. He understood that Mendes and 
Mount had been in London recently to deal with claims procedure. Did that 
mean that London would have jurisdiction over claims for their percentage? 

Captain Lamplugh said that there was nothing he knew of in any way con- 
trary to normal procedure. 

Mr. Goodfellow raised the question of long term insurance. The Underwrit- 
ing Subcommittee. of the Union generally had expressed itself as being opposed 
to long term insurance in principle. It seemed to him, however, that the objects 
of the A. B. C. could only be achieved on the basis of long term insurances. In 
his discussion in London the American lawyer had mentioned a period of seven 
years as the ideal with three years as an absolute minimum. 

Mr. Carl Fisher (U. S. A. I. G.) said that it was his understanding that 
three year insurance contracts would be involved from the last he had seen 
of the proposals. 

The President asked whether there were any further queries on the Na- 
tional Reports. 

Dr. Wimmer said that he anticipated that helicopters would be in service in 
Germany in the near future and enquired whether there had been any improve- 
ment in connection with this risk. At the previous meeting it had been men- 
tioned that even at a premium rate of 20 percent they were still an unpopular 
risk. 

Mr. Van Hoven (U. 8S. A. I. G.) said that the U. S. A. I. G. did not write 
hull risks on helicopters and he could not therefore say whether 20 percent was 
still the current rate, though he knew that they were still an unpopular risk. 
They were used in the U. S. A. extensively for crop dusting and in most cases 
the operators were self insured. The U. 8. A. I. G. only wrote liability risks 
in connection with helicopters, and even this had proved an expensive business 
owing to claims for damage by chemicals. 

Dr. Wimmer raised the question as to the wording of the A. I. O. A. standard 
policy form. It seemed to him that there was a contradiction between Sec. 1., 
which excluded “General average contributions, sue and labour charges for 
Salvage services .. .” and the general conditions which provided for payment 
of salvage costs in certain circumstances. 

Mr. Clair explained that there was a difference between salvage services and 
salvage costs. Salvage services represented legal charges which might be 
incurred by the insured to some third party in respect of services rendered to 
the aircraft. Salvage costs, on the other hand, were payments made by the 
insured himself in order to minimise the damage following an accident. These 
were recoverable under the terms of the policy up to a maximum of 10 percent 
of the insured value of the aircraft so as to encourage the insured to take 
all possible steps to minimise the loss. 


Agenda item No. 6—Underwriting Subcommittee 


The President called on Captain Lamplugh, as chairman of the subcommittee, 
to report. 

Captain Lamplugh said that the Minutes of the Underwriting Subcommittee 
had been circulated to members, but he would be glad to answer any questions 
theron. 

Mr. Goodfellow asked whether there had been any developments since the 
last subcommittee meeting in connection with damage caused by “sonic bangs”. 
He had not heard of any claims having been paid by the London market, but 
he understood that certain claims had been paid on sympathetic grounds without 
admission of liability by the U. K. Government where it was proved that 
the sonic bang causing the damage was attributable to a Government aircraft. 
He understood also that instructions had been issued to avoid the creation of 
sonic bangs over thickly populated areas. 

Captain Lamplugh agreed that payments had been made on the lines indi- 
cated, and said that discussions had been continuing between the A. I. O. A. and 
the various Ministries concerned. In a number of cases damage to property 
alleged to be due to sonic bangs had been paid by the insurers under the house- 
holders comprehensive policies, but so far the property insurers had been unable 
to recover from the aircraft insurers owing to the impossibility of establishing 
the identity of the aircraft. 
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Mr. Goodfellow asked whether there had been any developments in the 
U.S. A. 


Mr. Al Smith and Mr. Whitehead said that they had had no claims to date 
under this heading. 

Mr. Reed Chambers added that in the U. 8. A., as in the case of the U. K., 
damage claims had been paid under householders policies, but the insurers had 
been unable to exercise subrogation rights owing to the difficulty of proof. 

Mr. Van Hoven said that apart from the legal aspect one of their problems 
was that when damage of this nature was caused the injured party would try 
to get his local congress-man to take the matter up on a political basis. The 
congress-man would bring pressure to bear on the Air Force, which in turn 
would bring pressure to bear on the manufacturer of the aircraft on the grounds 
that the damage was most likely to have been caused by one of their aircraft on 
test before delivery to the military authorities. Such pressure was rather diffi- 
cult for the manufacturers to resist since the Air Force would probably be his 
biggest customer, but so far, to the best of his knowledge the manufacturers 
had always been able to prove that it could not have been caused by one of their 
pilots. Meanwhile, there was a lot of public propaganda to ban the creation 
of sonic bangs, particularly by military aircraft in populated areas. 

In answer to a suggestion by Captain Lamplugh he agreed that level flying 
at low heights above the speed of sound could cause tremendous damage, but 
so far their experience had been limited to damage caused by high aititude 
dives. 

Mr. Goodfellow asked whether it was suggested that more damage of this 
nature could be caused in level flight than in a dive. 

Captain Lamplugh confirmed that this was so owing to the large area covered 
by the zone of pressure. 

Dr. de Mori raised the question as to whether damage of this nature was 
covered by the Rome Convention. It seemed to him that it was excluded. 

Mr. Goodfellow after referring to the text of the Convention said that in his 
view it was excluded from the Convention provided that the flight by which 
the damage was caused was in accordance with the National or International 
Air Navigation Regulations. In other words, unless such regulations made it 
unlawful to fly through the speed of sound below a certain altitude the damage 
would not be covered by the Rome Convention, and the claimant would have to 
prove negligence, trespass, or some other cause of action. 

The President agreed with this view and asked Captain Lamplugh to deal 
with the next item on the Underwriting Subcommittee Minutes, namely “Follow 
the Lead” and “Hull Agreements”. 

Captain Lamplugh said that both these points were ideal in theory, but were 
unlikely to become practical propositions in the near future. He agreed that 
they had to a considerable extent been brought about in the Marine market, but 
it involved agreement between the whole of the market, and he saw no prospect 
of this in the aviation market in the immediate future. 

The President said that as he understood the position the agreements in the 
Marine market were dependent on an agreement as to rates. 

Mr. de Viaming confirmed this and emphasised the difference between the 
Marine market and the Aviation market in this respect. The International 
Marine Insurance Agreement was workable because the members of their Union 
were the National Marine Insurance Associations and the Union was therefore 
fully representative of the world insurance market, including Lloyds Marine 
Underwriters. The I. U. A. I. on the other hand, for the most part represented 
only individual companies, and was not therefore fully representative of the 
aviation insurance market as a whole. The outside market was too big there- 
fore to make any such agreement really effective. This was another reason 
for the Union to have a full time general secretary who would work to increase 
the membership of the Union and to make it more fully representative. Another 
difficulty was that in marine insurance the risk was comparatively constant 
and unchanging, whereas in the aviation market development and progress were 
still so rapid that the risk was changing all the time which made agreements of 
the nature suggested impracticable. He hoped, however, that in due course 
the Lloyds market would come into line with the Union so that the question 
could be further explored. 

The President said that as he understood the position the Lloyds marine 
market had only come into line with the International Marine Insurance Asso- 
ciation because the business became so bad, and thought that every effort should 
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be made to get such agreements in aviation insurance without having to wait 
for heavy underwriting losses. 

Mr. de Vilaming agreed, but said there was no possibility of this unless and 
until the membership of the Union was enlarged so as to become fully repre- 
sentative, and again emphasised the importance in this connection of appointing 
a full time secretary. 

The President said that he thought some distinction should be drawn between 
“follow the lead” and “hull agreements”. He thought that the first might 
become practicable before the latter. 

Mr. Hagmann agreed and pointed out that at the meeting in Lugano in 1936 
a “gentleman’s agreement” had been reached between the members present that 
where one member was leading a fleet in his own country no other member from 
another country would undercut his rate without first approaching the ieader. 
This was in effect a “follow the lead agreement” and as the members present 
represented a large proportion of the aviation insurance market as it then 
existed the agreement had worked. 

Captain Lamplugh suggested that it had in effect worked until the past year. 

Mr. Hagmann said that it had worked until the outbreak of war, but that 
since the war it appeared to have been forgotten. 

Saptain Lamplugh suggested that as far as Switzerland was concerned at 
any rate it had worked until last year when a London broker had gone into 
Switzerland and obtained some part of the Swiss business. 

Mr. Hagmann agreed that no one had attacked the Swiss business up till then, 
and also that when the attack came it had been from a non-member of the Union. 

The President asked Captain Lamplugh to deal with the next underwriting 
item, Comprehensive Cover. 

Captain Lamplugh explained that this related to the covering of several differ- 
ent types of risk—e. g., hull, public liability and passenger liability—under one 
comprehensive policy and at a single comprehensive premium. It was the general 
view of the Underwriting Subcommittee that this was a bad underwriting prac- 
tice which should be discouraged. The A. I. O. A. had accepted this view. 

Mr. Hansson pointed out that the Scandinavian Air Lines policy was a com- 
prehensive policy covering the three risks mentioned and asked whether this 
policy was exceptional. 

Captain Lamplugh said it was a rare exception and invited Mr. Hansson to 
say whether he was raising the question as an insurer or as an aircraft operator. 

Mr. Hansson said that there was no secret about it. The policy had just been 
renewed on this basis for another twelve months, one half of the risk being 
placed with the Northern Pool and half in the London market. It was a matter 
of general knowledge on which he was entitled to ask the question. 

Mr. Al Smith said that he did not agree that the Scandinavian Air Lines policy 
was a rare exception. There were other similar policies to his knowledge. 

Mr. Clair asked Mr. Hansson whether he did not find that the overall policy 
limits gave inadequate liability cover owing to the increased hull values. 

Mr. Hansson said that this problem was met by taking out additional liability 
policies. The understanding of the Northern Pool was that the practice of a 
comprehensive policy of this nature for S. A. S. had been introduced by the 
London market at a time when the Northern Pool was not on the risk and that 
its continuance in the London market seemed to meet with no difficulty. 

Mr. Al Smith said that he did not think that the question was whether there 
was any difficulty in placing the risk in the London market, but whether it was 
a matter of sound underwriting practice. In his experience any risk at all 
could be covered in the London market. [Laughter.] 

Mr. Hansson pointed’out that in this particular case 50 percent of the risk was 
covered by the Northern Pool, which was a member of the Union. 

Dr. Wimmer agreed with Mr. Al Smith that the question was one of principle. 
Some members could not adopt the practice even if they wanted to because they 
had separate sections for hull, third party and other liability risks. He thought 
that in a comprehensive cover of this nature there was a grave danger of under- 
rating the third party liability risks. Experience in the U. S. A. of this risk 
over the past two years, coupled with the increased risk of air collisions, showed 
the undesirability of including such risks under the hull policy in a compre- 
hensive cover. 

The President agreed that where comprehensive cover was given it tended 
to result in a lower rate for liability risk than where the hull was insured 
separately. 
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Japtain Lamplugh said that as Chairman of the Underwriting Sub-committee 
he had reported its views on the subject, but that he personally disagreed with 
them. If an Air Line wanted to have its risks insured comprehensively under 
one policy it could always get such a policy. The only practical attitude for an 
underwriter to adopt was to calculate the correct premium for the risk as a 
whole and then to give the cover in the form required by the Air Line. Each 
Air Line had its own views as to the type of cover it wanted. He cited the 
example of Trans-Canada Air Lines, one of the best insurance risks, which 
preferred to carry a large proportion of the risk self insured, and to cover only 
the excess under a comprehensive policy. 

The President asked Mr. Clair, on behalf of the A. I. O. A. to deal with the 
next item— Long term insurance agreements. 

Mr. Clair said that in general the London market was opposed to long term 
agreements, which tended to work only one way—in favour of the insured. He 
thought that such agreements should only be given in exceptional circumstances. 
Certain brokers had attempted to introduce such agreements on the basis of a 
sixty days cancellation clause at the end of each year, and they had been asked 
to re-insure an American non-member Group risk on this basis, and had refused 
to do so. They felt that there was a serious risk in an agreement of this nature 
that the insured thought he was getting a three year contract, and that if the 
insurers cancelled at the end of the first or second year it would give rise to 
bad feeling. In reply to a question by the President he confirmed that the right 
to cancel was limited to the insurers only. They thought it was unsound, and 
he was glad to say that the majority of Lloyds underwriters held the same view. 

Mr. Goodfellow said that it was in this connection that he had raised the 
question of the A. B. C. agreement which was said to be covered to the extent 
of 85 percent in the London market. It seemed to him that for the purposes of 
the A. B. C. a long term insurance agreement was essential, and if the A. I. O. A. 
and Lloyds were jointly opposed to such agreement he did not understand how 
the risk could be covered in the London market. 

Mr. Clair said that any long term agreements granted by them related only to 
such matters as passenger liability on a regular Air Line and not to the type of 
cover required by the A. B. C. 

The President asked Mr. de Vlaming for his views on long term agreements. 

Mr. de Viaming said that the Datch Pool was in favour of three year contracts 
as applied to regular Air Lines and that it had worked well when they had a 
three year contract for the K. L. M. As things stood, on the basis of annual con- 
tracts, if there was a bad year and the insurers tried to increase the rates there 
was always some other insurer ready to quote a lower rate and to take the busi- 
ness off them on renewal. He thought there was much to be said in favour of 
three year contracts on regular air lines. 

Mr. Goodfellow pointed out that the risk might change materially in the course 
of three years owing to the introduction of new types of aircraft. 

Mr. de Vlaming said that this difficulty could be met by a special clause in the 
contract. 

Mr. Cannet agreed. 

Mr. Clair said that the three year contract was only sound in theory. In 
practice, if the risk went well, the insured or his brokers would come along half 
way through the term and press for a reduction in premium rates which was 
often difficult to resist. If the Air Line was prepared to pay a three years’ 
premium in advance it might be a good idea, but as things were it was usually a 
one way bargain. 

Mr. de Vlaming pointed out that the air line was legally bound by its contract. 

A general discussion between members followed at the end of which the Presi- 
dent adjourned the meeting for 10 minutes for coffee. 

The President on the resumption of the meeting said that unless there were 
any further points to discuss on the Minutes of the Underwriting Sub-committee 
he would pass on to the next item on the Agenda. 

The Minutes of the Underwriting Subcommittee were approved. 


Agenda item No. 7—Statistics 


The President called on Mr. Hagmann. 

Mr. Hagmann said that he had not much to add to the report of the Statistical 
Subcommittee which had been circulated to members. They would see from this 
report that the statistician of the Swiss Re had scrutinised the figures and com- 
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ments and had come to the same general conclusion as Captain Lamplugh, Wamely 
that the statistical material available was not as yet adequate to form a basis 
for reliable conclusions, but that nevertheless the preliminary work was of 
value, and should be continued. He thought that for the time being the work 
should proceed on its present basis and the reports should be circulated to mem- 
bers to make use of as they thought fit. It would, however, be necessary in this 
ease to re-constitute the statistical committee in view of his resignation. In 
this connection, however, he pointed out that there were already three sub- 
committees, underwriting, statistics and technical, with the possibility of a 
fourth in the shape of the accident prevention committee. He thought that this 
was an over complication and that it would be a good thing to combine the 
technical and statisical subcommittees. 

The President asked whether there were any comments on the report of the 
Statistical Committee. 

Mr. Goodfellow said that on the summary of government casualty statistics 
there was one set of figures which he could not understand. The figures for 
Europe showed a total of 269 killed in aircraft eccidents as compared with 60 
injured, whereas the corresponding figures for the U. S. A. showed 103 killed 
and 802 injured. In other words in the U. S. A. there were eight injured for 
every one killed whereas in Europe there were 4% killed for every one injured. 
Were these figures correct, and if so was it due to the greater use of backward 
facing seats in American aircraft, or what was the explanation? 

Mr. Reed Chambers suggested that American passengers “fell better.” 
{Laughter.] 

Mr. Hagmann said that he had raised the point in correspondence with the 
U. S. A. and he thought there was a difference in the way in which statistics 
were complied. He had not, however, made any adjustments, because he did not 
think that the statistics of the passengers injured as distinct from those killed 
were of great importance. 

Mr. Goodfellow suggested that they were of serious importance because injury 
claims were frequently more expensive than death claims. 

Mr. Whitehead agreed and said that he thought that some part of the dis- 
crepancy could be accounted for by the fact that the public was more “claims con- 
scious” in the U. 8. A. than in Europe. In other words, minor injuries which 
would probably give rise to no claim in Europe might become quite a serious 
claim in the U. S. A. 

Mr. Reed Chambers suggested that a large percentage of these claims had to 
do with ear and head injuries not due to an actual aircraft accident. 

Mr. Whitehead agreed that claims of this nature constituted a large per- 
centage of the total. A large percentage was also attributable to minor acci- 
dents on the landing stages when embarking or disembarking. 

Mr. Hagmann suggested that American statistics on this point which went 
back to 1949 should be revised so that the Statistical Subcommittee could bring 
them into line with those of other countries. 

This was agreed. 

The President asked whether there was general agreement to the proposal to 
combine the Technical and Statistical Subcommittees. 

It was unanimously agreed to combine the Technical and Statistical Sub- 
committees and to elect a new joint subcommittee. 

Dr. Meyer said that for the moment the work of the Statistical Subcommit- 
tee was limited to Government statistics for scheduled air lines, but that he 
thought that it should be extended. In particular he agreed with Dr. Wimmer 
that the statistics should cover helicopter losses. His Company had already 
had to handle three helicopter claims, two of them being total losses, and a 
fourth helicopter claim had been handled by another Swiss member. The use 
of helicopters, particularly for transport between airports and town centres, 
was likely to develop rapidly, and he thought that it was of vital importance to 
build up statistics in this connection. 

Captain Lamplugh agreed. 

A general discussion followed in which the President, Mr. Al Smith, Mr. 
Clair, Dr. Wimmer, Dr. Meyer, Mr. de Walque, Mr. Hagmann, Mr. Van Hoven, 
and Mr. Hansson took part. The main question was whether the statistics 
should include the premium rates. Generally speaking the American members 
were of the opinion that in order to be of any real value the statistics must 
include not only losses, but all appropriate details as to the exposure to risk, 
including the number and individual values of the helicopters concerned, their 
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seating capacity and the nature of their employment. For example, it made a 
great deal of difference whether they were employed on regular air line services, 


- charter work, crop dusting, search and rescue etc. Most European members were 


agreed that the statistics should be as full as pessible, but thought that it would 
be more difficult to obtain the statistics from members if they were required to 
expose premium rates. 

It was agreed that Government statistics could not be utilised for this 
purpose and that they would have to be compiled from members’ statistics cover- 
ing the helicopters actually insured by each member, though Mr. Van Hoven 
expressed the view that while Government statistics for scheduled air line heli- 
copters would be reliable and of value, members statistics for non-scheduled 
operations would probably be misleading because they would not sufficiently 
reveal the exposure to risk. 

It was agreed that the work of the Statistical Subcommittee should be ex- 
tended to include helicopters and that it should be left to the committee to decide 


the form in which these statistics could be of the greatest value and to request 
them from members accordingly. 


Agenda Item No. 8.—Claims analyses 


Mr. De Beaucorps read the report of Col. Veron, Chairman of the Technical 
Subcommittee. (The claims analysis had already been circulated to members.) 

There had been an appreciable improvement by members in the sending in of 
claims analyses, particularly in the case of Great Britain, which was concerned 
with the largest number of air fleets, and had enabled the Committee to in- 
clude details from this source for the first six months of 1954 in the report. Un- 
fortunately, members from some other countries had been less prompt in their 
returns and their figures would have to be included in the next report. There were 
still grounds for criticism as to some of the information supplied. For example 
many members did not include the time or place of the accident, the number of 
passengers carried, or the value and nature of the freight. The analyses 
could only be improved by a careful and detailed collection of data, and its 
prompt transmission. He suggested that members would be wise to take a hint 
from the classifications laid down by the Swiss member when the Technical 
Subcommittee was formed, especially as regards the possible causes of accidents. 

The Subcommittee recommended that the Technical and Statistical Subcom- 
mittees should be combined into one body and that this work should include 
the following items: Statistics, claims analyses, accidents prevention, study of 
technical clauses and insurance policies (in conjunction with the Underwriting 
Subcommittee) any other technical matters. 

The Chairman of the Joint Committee should submit to the President any 
technical notices or information which could usefully be transmitted to other 
international bodies such as the I. A. T. A. and I. C. A. O. 

Subject to the approval of the President he should also be responsible for 
appointing observers to attend meetings of technical subcommittees of such 
organisations. Generally speaking, in order to reduce expense, the observers 
should be appointed from the staff of the member in the country nearest to the 
meeting place. 

On the basis proposed the President would have at his disposal two working 
bodies—the Underwriting Committee and the joint Technical/Statistical Com- 
mittee, one having competence in underwriting matters and the other in technical 
matters. With the assistance of the legal adviser on legal matters he would then 
have a compete working party at his disposal to which any new problem under 
whatever heading could be referred for study by the appropriate section. 

The President thanked Colonel Veron for his report and called for comments. 

Dr. Wimmer agreed with the report and proposals and thought that there 
were many matters which were common to the existing technical and statistical 
subcommittees. In particular he thought that the work in connection with 
statistics should be enlarged in several respects. Special attention should be 
paid to accidents during take off and landing which represented the greatest 
risk. Also that figures should include cases of partial damage in view of the 
heavy cost of repairing partial damage to modern air liners. As already sug- 
gested helicopters should also be included, at any rate so far as their use on 
scheduled air lines was concerned. The apparent discrepancy between the 
passenger casualty figures of the U. S. A. and Europe should also be more eare- 
fully studied. He was not suggesting that it was possible to replace underwriting 
judgment by such statistics owing to constant changes in the type of risk, but 
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they were of value in showing past developments and giving some sort of guide 
as to future trends. 

He wished also to refer to the report of Mr. Christiansen in the Review of 1953 
in which he took regard to the risk of accumulation. Mr. Christiansen had 
come to the conclusion that in each year there were about 30 accidents involving 
the death of ten or more passengers and that the number of passengers killed per 
accident would tend to increase owing to the increased seating capacity of air 
liners. This was an important point to bear in mind when attacked by clients 
on the subject of premium rates. At the end of his report Mr. Christiansen had 
said that the task was becoming too great for him to continue and that he would 
like to hand it over to some more competent body—for instance the I. U. A. I. 
He thought that the I. U. A. I. should consider this point. 

Mr. Hagmann said that Dr. Wimmer was a very valuable member of the Com- 
mittee and brought a lot of meat into the discussions. He did not propose to 
deal with his comments in detail, but he was sure that they would be carefully 
considered by the new joint subcommittee. The questions dealt with were of 
a highly technical nature and could better be discussed in a comparatively small 
committee. 

Mr. Clair said that he was in general agreement with Dr. Wimmer’s remarks. 
In the case of personal accident rates, however, he did not think it necessary to 
burden the Committee with the division of accidents into crashes during take 
off or landing and in flight. In any case these did not seem to affect the position 
so far as rating was concerned; this was mainly governed by the personal acci- 
dent insurers who had not consulted the aviation market when introducing the 
existing rates. This personal accident market was so well established on the 
basis of a daily or period rate for the convenience of agents and travellers that 
it would be quite impossible to expect any change in the system on the basis 
of statistics or reports produced by the I. U. A. I. 

The President agreed that this was a difficulty and pointed out for example 
that personal accident rates were not settled by the aviation department of 
such Companies but by the Personal Accident section. 

Mr. Clair agreed that this was so and that cover was frequently given as a 
free extension to the normal personal accident cover. 

Mr. Missey confirmed that this applied to the Lloyds market also. 

Mr. Clair said that in these circumstances he thought that the work of the 
statistical Committee should be confined within fairly strict limits. Was any- 
thing gained, for example, by knowing whether a passenger had been killed 
when taking off, or in landing, or in flight? 

Mr. Hagmann said that a study of the report prepared by the Swiss Re would 
show that this information was relevant, at any rate from the Swiss point of 
view. The I. U. A. I. could not prevent insurers from doing foolish things, but 
it could show them what was foolish so that if they insisted on doing foolish 
things they would at least do them with their eyes open. 

The President asked Mr. Clair whether he was proposing that all statistics 
relating to the personal accident insurance risk should be excluded. 

Mr. Clair said that his only idea was to limit them and not to go into too 
much detail. As a matter of fact they had proved valuable in one case where 
a man had complained to the British Government about the excessive cost of 
aviation personal accident insurance and the A. I. O. A. had been able to pro- 
duce the statistics to refute his complaint. 

The President said that he thought it must be a question for the Underwriting 
Subcommittee to decide how much detail to include. 

Mr. Hagmann pointed out that the work of the Statistical Subcommittee had 
been entirely voluntary and unpaid, and if members of the new Committee were 
prepared to do even more work on this basis he certainly did not think that 
the Union should oppose it. 

Dr. Wimmer said that he was not clear whether his proposals as to addi- 
tional data, which had been prepared jointly with Mr. Hagmann, had been ap- 
proved or not. 

Mr. Hagmann said that he understood that the proposals were agreed in prin- 
ciple, but that he was not certain that all members would be able to give all the 
information required. If they failed to give it then it would be up to the new 
Committee to enquire why the information had not been given and whether it 
could be made available. 

The reports of the Statistical and Technical Committees were adopted and it 
was agreed in principle that the work of the new joint subcommittee should be 
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on the lines proposed by Mr. Hagmann, Dr. Wimmer and Colonel Veron in their 
reports. 


Agenda item No. 9—Legal reports 
The President called on Mr. Goodfellow. 


Collision Convention 


Mr. Goodfellow explained that his partner, Major Beaumont, who had been 
elected Chairman of the Legal Committee of I. C. A. O., had not returned to 
England after the meeting on the Collision Convention in Montreal until after 
the date of his own departure from England and he had therefore had to go to 
Montreal where he had discussed the matter with representatives of I. C. A. O. 
and I, A. T. A. in order to ascertain the latest position. He then read his report 
on the latest position as follows: 

“It is extremely doubtful whether there is any real need for this Convention. 
Cases of aerial collision have occurred in the past, and have been the subject of 
litigation. (See notes on interesting legal decisions) but so far no difficulty 
has arisen in dealing with them under National laws. 

“In its original form the draft Convention applied only to collisions between 
civil aircraft of different nationalities where both States were parties to the 
Convention which gave it an extremely limited scope. It excluded altogether 
collisions between military aircraft and civil aircraft; whereas experience 
has shown that the risk of such collisions; where the aircraft may be under 
different ground controls, is far greater than that of collision between two civil 
aircraft. As revised at the Montreal meeting it proposes to include these 
(Art. 13) but leaves it open to any Contracting State to exclude such collisions, 
in whole or in part at the time of ratification. 

“The original draft excluded collisions between aircraft on the ground. 
The revised draft included such collisions which was on the whole logical, 
bearing in mind that liability is based on negligence. 

“The discussions at Montreal seem to have been rather inconclusive, and the 
final recommendation was: 

“*That the draft Convention on collisions be forwarded to the Contracting 
States for comment and that “the study of the draft by this committee or by any 
body belonging to it be continued with a view to achieving ultimately the draft of 
a final text taking into account the advice requested from the Council and com- 
ments from Contracting States.’ 

“The voting on the resolution was 9 to 6 in favour, but. he understood that 
Several of those voting against (which included the U. K. and the U. 8. A.) 
were not really voting on the resolution, but rather to record their view that the 
draft in its present form was totally unsatisfactory. The nine in favour were all 
members of the “Civil Law Bloc’—Argentina, Brazil, Egypt, France, Italy, 
Mexico, Netherlands, Spain, Venezuela. 

“There was little or no discussion on the question of limits, which are to be 
referred to the Air Traffic Commission of I. C. A. O., as was done on the revision 
of the Rome Convention. (Members would recall the result!) Figures of 500,000 
gold francs per capita (as in the Rome Convention) and £1,000,000 per aircraft 
have been mentioned, but no doubt the Air Traffic Commission can improve on 
these! To be frank, your legal adviser doubts whether these are logical argu- 
ments in favour of any limitation of liability in a Convention in which negli- 
gence is the basis of liability. The only practical argument would be that if the 
operators agreed to accept compulsory insurance of the risk (which is not at 
present proposed) then the limits must be such as to be insurable at economic 
rates. 

“The draft Convention repeats several of the objectionable features of the 
Rome Convention, including the “single forum” clause (adopted in this case by 
8 votes to 7 with one abstention). The most disquieting feature, however, is the 
new “escape clause,” which reverts to the text suggested at the Paris meeting 
on the revision of the Warsaw Convention. The proposed text makes “the per- 
son liable’ responsible without limit (a) if it is proved that the damage arises 
from a deliberate act or omission of such person, or his servants or agents acting 
in the course of their employment, done either with intent to cause damage, 
or recklessly not caring whether or not damage was likely to result, or (b) if 
the person liable has wrongfully taken and made use of the aircraft without the 
consent of the person entitled. It is hardly conceivable that this language will 
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be finally adopted, but meanwhile its adoption at Montreal will undoubtedly be 
used as an argument at next year’s Diplomatic Conference on the Warsaw 
Convention by those who oppose any tightening up of the wording of Article 25. 

“The date of the next meeting of the Legal Committee has been left open, 
but will probably not be before the Spring of 1956. The provisional agenda has 
been fixed as follows: (i) Aerial Collision Convention (ii) Legal Status of Air- 
craft (iii) Negotiable Airway bills. 

“No immediate action is required from the I. U. A. I. on the Collision Con- 
vention until the draft is officially received for comment, when it is suggested 
that it should be considered by the Underwriting Subcommittee.” 

The President after thanking Mr. Goodfellow for his report said that he had 
certain questions to raise. First of all he wished to be clear as to whether mili- 
tary aircraft were included in the Convention. 

Mr. Goodfellow said that in the original draft military, police, and customs 
aircraft were entirely excluded. In the draft as now amended collisions between 
military and civil aircraft were included, but there was a reservation clause 
which entitled any State to exclude such collisions on ratification of the Con- 
vention. From his previous experience, which was to the effect that States were 
very ready to impose liabilities on civil aircraft, but very reluctant to accept the 
same liabilities for State operated aircraft, he was afraid that many States 
would exclude military aircraft from the Convention on ratification. 

The President agreed and said that his second question was as regards the 
limitation of liability. He understood from Mr. Goodfellow’s report that he 
was opposed to this. 

Mr. Goodfellow said that he was opposed to it on purely logical grounds, be- 
eause the Collision Convention was based on negligence, whereas the Rome 
Convention was based on objective liability, and the Warsaw Convention on 
quasi objective liability. He thought as a lawyer that if liability under the 
Collision Convention was to be based on negligence there was no logical basis for 
the limitation of liability and that the Convention was therefore unne: essary. 

The President said that insurers were not concerned with logic. He thought 
that from the insurance angle a limitation of liability was desirable. 

Mr. Goodfellow said that in theory a limitation of liability might be desirable, 
but that it was of donbtful value if there was an escape clause on the lines sug- 
gested by the draft Convention. Moreover the Convention included the “single 
forum” clause to which insurers had strongly and unsuccessfully objected in the 
Rome Convention, and which would probably prove very detrimental to insurers 
in practice. . 

The President said that in spite of Mr. Goodfellow’s objections he still thought 
that a limitation of liability would be of some value to insurers. So far as the 
single forum clause was concerned this had been opposed unsuccessfully in con- 
nection with the Rome Convention, and he thought that it must be accepted that 
it would also be included in the Collision Convention. 

Mr. Goodfellow said that an alternative suggestion had been made that the 
International Court at the Hague should deal with claims under the Convention, 
or that some other International Court should be set up to do so. He personally 
did not think that this would be acceptable to the States concerned so far as 
claims in the Court of First Instance were concerned since it would be an inter- 
ference with National jurisdiction. Moreover the claimants would be entitled 
to object to the extra expense involved in having to bring evidence before an 
International Court, say at the Hague, whereas the accident might have oc- 
curred in Japan. 

The President said that he did not think that the Hague Court would have 
jurisdiction to deal with such claims since it was only constituted to deal with 
disputes between States. 

Mr. Goodfellow agreed that the Hague Court would have no jurisdiction to 
deal with claims as a Court of First Instance. He thought, however, that it 
might have jurisdiction to deal purely with points of interpretation of the Con- 
vention as distinct from the facts of the claim. 

Mr. Whitehead said that of all the Conventions introduced by I. C. A. O. he 
thought that this was the least necessary. The single forum clause under which 
a judgment given in a foreign court would have to be executed by an American 
Court without any possibility of review was basically repugnant to the U. S. 
idea of the law in such circumstances. They were also strongly opposed to the 
“comparative negligence” clause which would mean in practice that where the 
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action was brought in a foreign country judgment would prebably go against the 
aircraft operator who was a foreigner in that country. 

The President intervened to say that in a diplomatic conference one could not 
suggest that there were some States which had good justice and other States 
which had bad justice. [Laughter.] 

Mr. Clair said that he was not quite clear as to whether the International 
Court at the Hague could deal with questions of fact as distinct from questions 
of law. From his discussion with Mr. Roy he had understood that it was not 
the Hague Court which was to deal with these matters, but some new Inter- 
national Court which was to be set up for this purpose. 

Mr. Goodfellow said that his understanding was that the proposal had been 
put forward in the alternative—either the Hague Court or some new body to 
be set up. He personally did not see how the Hague Court could have juris- 
diction to deal with questions of fact arising out of a dispute between a private 
individual and an aircraft operator. He had not, however, seen the terms of 
the draft proposal in writing and would prefer not to express a definite view 
until he had seen these. 

Mr. Clair suggested that a subcommittee to deal with the Collision Convention 
should be set up on the same lines as the subcommittee appointed to deal with the 
revision of the Warsaw Convention which had met in Paris. 

The President pointed out that this was in fact not a subcommittee, but a 
meeting of the Underwriting Subcommittee to which certain other members and 
Mr. Gazdik of the Legal Committee of I. A. T. A. had been invited. 

The meeting was then adjourned until 3 p. m. 

(The Subcommittee on applications for membership to meet prior to the 
resumption). 

The meeting resumed at 3 p. m. 


Agenda item No. 3—Applications for membership 

The President called on Mr. Hagmann. 

Mr. Hagmann said that the first application was that of the Japanese Pool. 
This had already been dealt with in correspondence, and it had been agreed that 
the application should be accepted. It was anticipated that they would be 
represented at this meeting, but at the last moment they had advised that they 
would be unable to send a delegate. He proposed therefore that they should be 
elected as from this date, but should only be charged their subscription as from 
ist January 1955. 

It was unanimously agreed to elect the Japanese Pool to membership. Their 
subscription to be payable as from January 1, 1955. 

Mr. Hagmann said that the second ap»lication was from Iberia. He had just 
heard, however, from the Iberia that they would like their application to remain 
in suspense because they were in negotiation with Agara, the existing Spanish 
member, about joining the Spanish Pool. It was proposed therefore that the 
application should remain in suspense until the next meeting. 

Mr. Agudin said that he welcomed the news and hoped that Iberia would 
become members of the Spanish Pool. 

Mr. Hagmann said that the next application was from Ethniki Insurance Co. 
of Greece. In principle the Subcommittee recommended acceptance of this 
application since Ethniki qualified for membership and was sponsored by Captian 
Lamplugh. There was one point, however, on which the Subcommittee would 
like guidance since there was some talk of forming a Greek Pool. In the case 
of the applications of the Ruby and Sterling of India their applications had been 
left in abeyance pending the formation of an Indian Pool and the question arose 
as to whether the same policy should be adopted in respect of the Ethniki. 

Mr. Hansson intervened to say that he did not think that Mr. Hagmann’s 
statement was quite in accordance with the decision of the Application Subcom- 
mittee. The recommendation of the subcommittee as he understood it was that 
the application should be left in suspense until the decision was known as to the 
formation of a Pool. 

Mr. Hagmann said that there was not merely a question of forming a Pool 
but that the Company itself had written to say “We are forming a Pool”. 

Captain Lamplugh said that this was correct. The Ethniki were hoping to form 
an Aviation Pool in Greece, but politics entered into the matter, and like all such 
things it would take some time. The Company was a sound organisation and was 
sponsoring the formation of the Pool. They were the leading insurers of the 
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Greek Air Line and had taken a lot of trouble to study aviation insurance. They 
had voluntarily said that if and when the Pool was formed they would auto- 
matically merge their membership into that of the Pool and would not wish 
to be represented as separate members. 

The Président said’ that according to the information from’ Ethniki’ they were 
forming a Pool, but that it would not be effective until 1955. On this basis he sug- 
gested that the application should be suspended until the Pool was formed when 
an application from the Pool would no doubt be favourably considered. 

Mr. Hansson said that he would like to make it clear that the recommenda- 
tion of the applications subcommittee was that in the circumstances the applica- 
tion should remain in suspense until a Pool was formed. If the members, having 
heard Captain Lamplugh’s recommendation, took a different view, they were quite 
entitled to do so, but the recommendation of the Subcommittee remained un- 
altered. 

Captain Lamplugh said that he thought that such a decision would be hurtful 
to the Ethniki. They had applied for membership and were qualified for mem- 
bership, and if they were told that their application was to be postponed until 
after the Pool was formed they would be justified in feeling hurt. 

The President said that he appreciated this point, but that the same thing 
applied to the Indian Company to whom a similar explanation had been given. 

Mr. de Viaming said that he agreed with Captain Lamplugh and thought 
that an immediate decision should be made either to admit the. Ethniki as a 
member right away or to tell them that they could only join as a member of the 
Greek Pool as from 1955. 

Mr. Juhlin Dannfelt said that he was not quite clear about the position. If 
they admitted the Ethniki now, and then the Greek Pool was formed in 1955 and 
applied for membership did it mean that the Union would have two members 
from Greece? 

The President said that it was clear from the correspondence that this would 
not be so. If the Pool was formed the membership of the Ethniki would be 
merged into that of the Pool. 

After general discussion the President put the matter to the vote and by a 
maiority vote it was agreed that the Ethniki should be elected as a member 
forthwith subiect to the condition that if a pool was formed in Greece their 
membership would be resigned in favour of the Pool. 

Mr. de Vlaming raised the query as to what would happen if a Pool was formed 
but the Ethniki was not a member of it. 

It was agreed that in such circumstances the Ethniki would remain members 
of the Union. 

Mr. Hagmann said that the next application was from the Imperio of Portugal. 
The total volume of aviation business written by the Imperio was small as 
compared with that of existing members, but exceeded the volume of aviation 
business written by all the other Portuguese Insurance Companies put together. 
The Imperio was sixth in order of importance of the Portuguese Insurance 
Companies in terms of capital and third in terms of premium income. In the 
view of the subcommittee the Company qualified in the circumstances as “writing 
aviation insurance to a substantial extent” and acceptance of the application 
was recommended. The application was sponsored by Captain Lamplugh and 
he would like to hear his views. 

Captain Lamplugh said that although the aviation business of the Imperio 
was small in comparison with that of the majority of members they were the 
leading insurers of the National Air Line and the business was well run. He 
thought that they were the type of member who should be included in the Union. 

The President submitted the question to vote and by ten votes in favour with 
none against the Imperio was elected a member. 

Mr. Hagemann said that there were two other enquiries which had not yet 
reached the stage of formal application. Firstly, there was an inquiry from the 
North American Company of Philadelphia to whom conies of the terms and bye- 
laws had been sent, and who had been referred to Mr. Al Smith for further 
information. Nothing further had been heard from them in correspondence, 
but he understood that Mr. Smith had discussed the matter with them. 

Mr. Al Smith concurred and said that he hed telephoned Mr. Charles Sandford, 
their Manager, whom he had known for many years in connection with the 
old Aero Group, and had told him that the U. S. A. I. G. would be happy to 
sponsor their application. He bad not yet heard anything further. 
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Mr. Hagmann said that the second inquiry came from the Nordlyset. Par- 
ticulars and an application form had been sent to the Nordlyset, but there had 
been no further developments to date. 


Agenda Item No. 15.—General secretary 


The President reported that the subcommittee on this matter had met and had 
unanimously agreed that the Union ought to have a general secretary with the 
qualifications that he should be well acquainted with the insurance market and 
live in London if possible, and should in any case have a first class knowledge of 
the English language. Six of the seven members of the subcommittee were 
strongly opposed to any compromise on this point, and were convinced that it 
was essential to appoint a first class man as full time secretary and to pay him 
an appropriate salary. He would like to have the views of members on the 
subject in principle. 

Mr. Goodfellow enquired how the Union was to be run pending the finding 
of the right man in view of the resignation of Mr. Hagmann. 

The President replied that this matter had not been discussed by the sub- 
committee and there was therefore no recommendation upon it. He called for 
views round the table. 

Dr. De Mori said that he was in favour of a full time secretary, but the 
question of finance would require consideration. 

Dr. Meyer said that he thought that there was not enough work for a full 
time secretary. He thought that if a full time secretary was appointed at this 
stage he would merely be trying to create work for himself, and the result 
would be unsatisfactory. He thought that the appointment of an efficient man 
in one of the member’s offices on a part time basis would be sufficient. 

The President asked whether Dr. Meyer would agree to follow the recom- 
mendations of the majority of members on the question. 

Dr. Meyer said that he would agree, but that he would like to see the recom- 
mendations and proposals of the subcommittee as to the cost before coming to a 
final decision. 

Captain Lamplugh said that he did not know how many founder members were 
gathered round the table. At the first meeting of the Union there had been 
only five or six members, but when one looked round the table one realized how 
the Union had grown with the years. They had a duty to the members in years 
to come to ensure that the organisation of the Union was on sound lines and 
that the Union became a dominant factor in connection with the growth of 
commercial aviation insurance. For this purpose the Union needed as a secretary 
a man who was capable of talking intellectually on level terms with Government 
Departments all over the world and with the Presidents of other International 
Aviation bodies, who had a sound knowledge of aviation insurance and of 
technical air matters, and who was in every respect a first class man. It was 
not going to be easy to find such a man, but if he could be found he was whole 
heartedly in favour of the proposal, which would put the Union on a new track 
as from the date of this its first meeting in New York. 

Mr. Al Smith expressed his approval and agreement. 

Mr. Juhlin Dannfelt said that he doubted whether the time was yet ripe 
for the appointment of a full time secretary. He would not oppose the 
proposition in principle if the right man could be found, but could he be found? 
If he could be found he would gladly support his election—not at any cost, but at 
any rate at a reasonable cost even if it meant a considerable increase of the 
present budget. 

Mr. Cannet said that he thought there was no immediate necessity for a full 
time secretary, but he might be prepared to support it in the future. 

Mr. de Walque concurred and agreed that it would be very difficult to find the 
right man. If he could be found, however, he should be engaged. 

Dr. De Mori said that he was in favour of a full time secretory. 

Mr. De Viaming said that he was opposed to any compromise. If a part time 
secretary Was appointed his work would be treated as a routine job. If they got 
a good man he would shortly need an assistant, and a further assistant. There 
was very much to be done, and there were many insurers who were not members 
of the Union and who should be brought into the Union to turn it into a really 
effective International body. The Union was at the turn of the tide. Hagmann 
was going, and for the time being the organization must remain with Captain 
Lamplugh and Miss Bett where it was in very good hands. But they must not 
say if we find the right man—they should say: “We are going to find the right 
man”. They would find the right man in the London market. 
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The President asked whether anybody opposed this proposal, and in particular 
whether Dr. Meyer and M. Cannet were prepared to follow the majority. 

Both Dr. Meyer and M. Cannet agreed that they would do so. 

Mr. Al Smith proposed that a committee of three members should be appointed 
with power to look into the matter and to engage a full time secretary. He did 
not think that the U. S. A. I. G. should be a member, since the majority of mem- 
bers came from Europe and the secretariat should be there. He would like a 
committee of three to be appointed with M. Gravelin (as president of the I. U. 
A. I. and did not think that the matter should be deferred until the next meeting, 
but that the Committee should be authorised to find the right man and to agree 
terms with him. 

Captain Lamplugh seconded the proposal. 

The President enquired whether there was any opposition. 

No comments. 

The President suggested that Mr. Hansson, Captain Lamplugh and Mr. de Vla- 
ming should be appointed. 

Mr. Hansson proposed that the President of the Union should be a member ex 
officio. 

It was agreed that the committee should consist of Mr. Hansson, Captain 
Lamplugh and Mr. De Viaming with the President of the Union as an ex officio 
member. 

The President asked as to what the organisation should be pending the appoint- 
ment of a full time secretary. Were they to return to the Central Office system 
with Miss Bett which had existed-prior to the appointment of Mr. Hagmann as 
secretary? 

This was agreed. 

It was further agreed that the subcommittee should meet to discuss the matter 
at the close of the session. 


Agenda item No. 11.—Legal reports 
The President called on Mr. Goodfellow to continue his report. 


Interesting Legal Decisions 


Mr. Goodfellow said that unfortunately a very few members had sent in reports 
on legal decisions in their own countries during the year and he had therefore 
had to rely on his own sources of information. Also, owing to the illness of Mr. 
George Orr he had not had the benefit of Mr. Orr’s usual guidance in connection 
with American decisions. He hoped therefore that if he had mis-interpreted the 
effect of any of the American decisions quoted, Mr. Whitehead would correct him. 

Mr. Goodfellow then read his report on interesting legal decisions. (See Re- 
port annexed.) 

Mr. Whitehead commented on the decision in Philios vy Trans-Continental and 
Western Air (injury due to varied air pressures) to the effect that the Court in 
question had a very limited jurisdiction, and that the decision was in no way 
binding on any other Courts. Although the U. 8. A. I. G. had been somewhat dis- 
turbed by the verdict the case was not taken to appeal partly for this reason, and 
partly because the damages awarded did not justify the costs of an appeal. 

On the ticket case of Crowell vy Eastern Air Lines the decision was now only 
of academic importance in view of the action of the American C. A. B. in dis- 
approving the I. A. T. A. conditions of carriage. 

Mr. Goodfellow asked what was the latest position in this respect. Did the 
action of the ©. A. B. mean that the I. A. T. A. conditions of carriage were no 
longer binding on passengers and consignors and consignees of goods so far as 
the American Courts were concerned ? 

Mr. Whitehead said that he was not sure about the latest position, but he 
knew that Pan American Airways had gone back to their own conditions of 
carriage. 

Mr. Goodfellow said that if it meant that the conditions of carriage were no 
longer binding in respect of foreign air lines operating into America it created a 
rather serious position. 

Mr. Whitehead said that a similar position had existed for years in connection 
with sea transport where foreign Companies issued tickets containing all sorts of 
conditions which were not upheld by the American Courts. They did not like the 
limitation of liability in view of the fact that under American law air carriers 
were common carriers and were bound to exercise the highest degree of care. 
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Mr. Goodfellow commented that the U. S. A. was a party to the Warsaw 
Convention and said that to the extent that the I. A. T. A. conditions were in 
line with the Warsaw Convention rules he thought that the American C. A. B. 
was acting beyond its powers in disapproving them. 

On the collision case against Eastern Air Lines and the U. S. A. Mr. Whitehead 
explained that the pilot of the military aircraft was a Bolivian. Originally 
judgment was given against the pilot by default, and it was this default judg- 
ment which was reversed in the decision quoted by Mr. Goodfellow. He thought 
that the decision was completely contrary to the evidence and the case had been 
taken to appeal, but he doubted whether the decision would be reversed. 

On the products liability case North West Air Lines v. Glen L. Martin & Co, 
Mr. Whitehead said that this was a typical jury verdict. The facts were that the 
Air Line Company, when it adopted the Martin 202 aircraft, had issued adver- 
tisements telling all its customers what a wonderful aircraft it was. In con- 
sequence the sympathy of the jury was all against them when they tried to 
recover from the manufacturers in respect of the structural failure. 


Agenda Item No. 10.—Revision of the Warsaw Convention 


Mr. Goodfellow read his report on the latest position as follows: 

“As members will be aware the Diplomatic Conference to ratify the protocol to 
the Warsaw Convention has been deferred until September 1955, when it will be 
held at the Hague. Meanwhile there have been certain interesting develop- 
ments. It will be recalled that at the Rio Meeting of the Legal Committee of 
I. C. A. O. a revised text of Article 25 (dol) prepared by the I. A. T. A., was car- 
ried by the narrow majority of twelve votes to ten. The revised draft was very 
much more stringent than that proposed by the Warsaw Subcommittee of 
I. C. A. O. at the previous Paris Conference and would have given complete pro- 
tection to Air Carriers against unlimited liability in the great majority of cases, 
since it placed upon the claimant the burden of proving that the act or omission 
of the Carrier was done ‘with intent to cause damage’. Unfortunately, this 
vote was hailed by I. A. T. A. as a great victory for the carriers (which it un- 
doubtedly was) and this became known in other circles with the result that a 
re-action set in. In the first place the Transport Users Committee of the Inter- 
national Chamber of Commerce objected strongly to the new draft as being 
unfair to Air users. In the course of the year I have attended meetings both of 
the Air Transport Committee and Legal Committee on the I. C. C., and the Air 
Transport Committee and Transport Users Committee of the British Section of 
the I. C. C., and I shall probably be attending a further I. C. C. meeting on the 
subject next month. I am afraid, however, that it is unlikely that the various 
users Committee of the I. C. C. will abandon their opposition, and it is probable 
that at the Diplomatic Conference the opponents of the revised Article 25 will 
be able to quote a Resolution of the I. C. C. in support of their arguments. 

“There is the further difficulty that at the Montreal conference of the Legal 
Committee of the I. C. A. O. last month the wording adopted at Rio for the 
‘escape clause’ in connection with the Warsaw Convention was rejected and 
the alternative wording proposed by the Paris Meeting was adopted for the 
Collision Convention. This will be a further argument at the Diplomatic Con- 
ference for adopting the Paris Text on the revision of the Warsaw Convention 
for the sake of uniformity. 

“The Paris text was drafted by Major Beaumont, who was then Chairman of 
the Warsaw Subcommittee, and is now President of the Legal Committee, and 
who will therefore presumably support it at the Diplomatic Conference. From 
the Anglo-American point of view the text is not altogether unsatisfactory, since 
it quotes almost word for word the Anglo-American definition of wilful miscon- 
duct, and is therefore not likely to give rise to any difficulties of construction. I 
am afraid, however, that it will be far less satisfactory so far as other countries 
are concerned, since the words ‘or recklessly, not caring whether damage was 
caused or not’ can obviousiy be stretched to include almost any act of commis- 
sion or omission which in fact results in a serious accident. 

“There is therefore a serious risk that at the Diplomatic Conference the 
ultimate result may be that the limits will be doubled and that Article 25 will be 
amended on lines which gives the Carrier no more protection than he has under 
the existing text—and perhaps even less certainty of uniform interpretation of 
the text. 

“The revision of the Warsaw Convention was not discussed at the Montreal 
meeting last month, but the comments of States on the Rio draft were distributed 
and make interesting reading. Thirty-two States and one international organ- 
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ization (the I. U. A. I.) have sent in comments, some detailed, some very brief. 
They may be summarised as follows: 

“For or against revision —Of twenty-seven States which have expressed more 
or less definite opinions, seventeen are generally speaking in favour of the pro- 
posed protocol, while ten are against it, or are only prepared to support it if 
there is a large majority in favour. 

“For or against increase of limit.—Only nine States have definitely commented, 
of which five are in favour, two would agree reluctantly, and two are definitely 
opposed. 

“For or against Rio text of Article 25.—(Intent to cause damage). Only eight 
States have committed themselves. France (subject to the doubling of the 
limits), Holland, Switzerland and the U. K. are prepared to support the Rio text. 
Denmark and Sweden are doubtful. Norway and Libya are opposed. 

“Many other points are raised. Both Norway and the U. K. want provisions 
about charter agreements, Libya wants I. C. A. O. to be the registration con- 
trol for the Convention in lieu of Poland, and also a new method for calculating 
liability on freight Argentina wants compulsory insurance. Switzerland wants 
a new basis for calculating the value of the gold franc. Haiti wants the limits 
to be in U. §S. dollars. Pakistan wants the definition of ‘International Air 
Carriage’ to include flight through the air-space of another State even with- 
out landing. The U. K. opposes the exclusion of ‘trooping contracts’, supports 
the I. U. A. I’s objection to liability for delay of passengers, and strongly urges 
a revised Convention in preference to a protocol on legal grounds. 

‘It seems reasonably certain that in spite of all the conflicting viewpoints 
the proposed diplomatic conference will be held at the Hague next September, 
that France (knowing what she wants) will enlist the aid of the ‘Civil Law’ 
countries (Latin-Europe and Latin-America) plus the U. S. A., Canada and 
Australia to get the limits of liability doubled, and that it will then be touch 
and go as to whether Article 25 is satisfactorily amended, or whether some last 
minute compromise text is adopted which may work out even worse than the 
present one. 

“On this basis I am inclined to think that the I. U. A. I. should oppose (as 
the I. A. T. A. undoubtedly would) any revision of the Convention. It is true 
that the revised text incorporates certain desirable features. It simplifies the 
documents of carriage, but unfortunately the advantage of this is offset by the 
fact that unlimited liability will apply in the case of a defective passenger 
ticket, which may be extremely dangerous. It purports to limit the liability 
for the loss of part of a consignment of cargo, or of registered baggage, on the 
basis of the weight of the cargo or baggage actually lost, instead of on the total 
weight, but the wording of the new Article 11 is so badly drawn that it may not 
always have the intended effect. Moreover, as against this benefit, the Car- 
rier loses the defence of ‘faults of pilotage or navigation’ in respect of baggage 
and freight claims. On balance therefore, if the passenger liability limits are 
to be doubled and there is to be no satisfactory revision of Article 25, the new 
Convention will give less protection to Air Carriers than the old one, and 
will have the drawback that most of the legal decisions on the old Convention, 
which have cost Underwriters a great deal of money to obtain, can no longer 
be cited as authorities. 

“A further development mentioned above is that the U. K. Government has 
put in a very strong memorandum against the revision of the Convention by 
protocol on the grounds of the conflict of laws which may arise and has pressed 
very strongly that any revision of the Convention should be on the basis of an 
entirely new Convention incorporating the agreed amendments. While there is 
much to be said for this from the purely legal angle it may be extremely danger- 
ous from the practical angle. The existing Convention was ratified by the 
U. 8. A. at a time when President Roosevelt had extremely wide powers. It 
by no means follows that a new Convention, or even a protocol to the existing 
Convention, would be ratified by the U. S. Government. In the case of a protocol 
this would not matter so very much, provided that the U. S. A. did not denounce 
the existing Convention, since the basic rules applicable would still remain the 
same. If, However, it is a question of an entirely new Convention, the risk 
of rejection by the U. S. Government would be considerably increased, and if 
this occurred the U. S. would be almost bound to denounce the existing Con- 
vention. It is, of course, arguable that this would be very much to the dis- 
advantage of U. 8. International Air Carriers, but it would also mean that all 
other Air Carriers operating into the U. 8S. A. would be faced with the risk of 
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unlimited liability coupled with the very heavy cost of fighting law suits in the 
U.S.A. 

“It is one thing to say that the I. U. A. I. should oppose revision, but quite 
another to make that opposition effective. Experience has shown that the 
Legal Committee of I. C. A. O. is rather liable to assume (quite unfairly) that 
anything proposed by Insurers is intended to be for their own benefit, while 
anything opposed by Insurers must necessarily be for the benefit of air users. 
As the Members of the Legal Committee of I. C. A. O. are always represented 
in strength at Diplomatic Conferences there is a risk that opposition to revi- 
sion by the l. U. A. Ll. and the I. A. T. A. would merely strengthen the view 
of the Government delegates that revision was desirable. Although I feel that 
the I. U. A. I. must be represented at the Diplomatic Conference I think that 
it is essential that there should be some preliminary spade work by Members 
of the I. U. A. I. with their respective Governments. I suggest that the line 
should be that while Insurers are prepared to provide cover for whatever lia- 
bilities may be imposed by the Convention, they feel very strongly that the 
principal point to be borne in mind is to ensure that any revision of the Con- 
vention shall have the same degree of support from the Nations of the world 
as is enjoyed by the existing Convention, which has been ratified by or on behalf 
of more than fifty States and adopted with minor modifications as the National 
Air Law of many of such States. 

“Members should therefore urge that as a basic principle of the discussions 
at the Diplomatic Conference no amendment of the existing rules should be 
adopted unless it has, say a seventy-five per cent majority of the votes of the 
delegates. Failing such a majority, I think we should urge that the matter be 
deferred for further consideration by a joint committee representing Aircraft 
Operators, Air Users and Insurers on the lines suggested in my separate report 
on air conventions generally.” 

At the conclusion of his report Mr. Goodfellow urged that any members 
who had influence with their own National Committees of the International 
Chamber of Commerce should use it to convince them that the advantages gained 
by air users under the proposed revision fully justify the proposed revision of 
Article 25 in co.nection with the R.o draft. If the revision went through with 
a substantial increase of the limits and Article 25 was not revised, or was re- 
vised on the lines of the Paris draft instead of the Rio draft, it would be a very 
bad thing for Air Lines and their insurers. 

The president said that as an international body he did not think that the 
Union ought to oppose the revision of the Convention. Some of the revisions 
might be unfavourable to air carriers, but others were in their favour. In any 
case, however, insurers were the servants of the law and could not attempt to 
dictate whether it was to be revised or not. He fully agreed with Mr. Good- 
fellow that individual members should take the matter up with their National 
representatives both in I. C. A. O. and in the I. C. C., but the Union could not 
officially oppose or support revision. 

Mr. Goodfellow pointed out that the observations of the I. U. A. I. had been 
requested by the Legal Committee of I. C. A. O., and would presumably be 
requested again on the fiial draft to be submitted to the Diplomatic con- 
ference at the Hague. What line the I. U. A. I. should take in this connection 
was a matter for consideration, and he thought that it would be better for mem- 
bers to consider his report before any definite decision was taken. It could not, 
however, be left over until the next General Meeting because the diplomatic 
conference would have been held by then and the observations would probably 
have to be sent in early next year. He suggested therefore either that a 
special sub-committee be appointed to deal with the matter, or that it should 
be referred to the Underwriting Subcommittee for decision. In this connec- 
tion he had it in mind that it was possible that the Diplomat Conference would 
fail to reach anything like a unanimous decision on the question of revision. In 
this case there was the danger that the proposed Protocol might be adopted 
and signed only by a bare majority of the States represented. If this hap- 
pended there would be the risk that instead of a single set of rules accepted 
by the great majority of the countries of the world for international air trans- 
port we should have two sets of rules which were in conflict with each other 
which wold lead to all sorts of complications. He thought that if there seemed 
to be a danger of this it might be avoided by suggesting that the question of 
revision should be deferred to a future diplomatic conference, and should mean- 
while be considered by an international body, constituted more or less on the 
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lines of the “Comite Maritime”, representing aircraft operators, air users and 
their respective insurers. In this connection he had prepared a memorandum 
which he proceeded to read as follows: 

“Before the second World War the question of International Air treaties 
was the province of C. I. T. E. J. A., a semiofficial body which was composed 
of legal experts, many of whom also had a practical knowledge of the prob- 
lems of air transport. Since the second World War these duties have been 
transferred to the Legal Committee of I. C. A. O., and there seems to have been a 
tendency for the Member States of I. C. A. O. to appoint Government lawyers 
whose views are sometimes political or theoretical rarther than practical. The 
results have been disappointing. The only two International Conventions signed 
since the War have been the ‘Rights in rem Convention’ which was more or less 
‘railroaded’ through by the U. S. A. to safeguard the rights of their manu- 
facturers who were selling transport aircraft to the World markets on a hire 
purchase basis, and the revised Rome (Third Party) Convention, which has 
not yet been ratified by the minimum number of States. Of these two Con- 
ventions the first has some practical value, but has not been widely ratified; 
the second is a piece of pure social legislation in which the legislators have 
‘bent over backwards’ to protect the interests of injured third parties against 
the Aircraft Operator, and which unfortunately is being used as a precedent 
in many of the other draft Conventions now under consideration by 
I.C. A. O. 

“Another weakness of the legal committee of I. C. A. O. is that all decisions 
are taken by a bare majority, that representative bodies such as the I. U. A. I. 
and the I. A. T. A. have no vote, cannot propose anything except through member 
States, and are normally barred from all subcommittees, including the important 
drafting committees. International Conventions, if they are to be workable, 
must represent a compromise between conflicting viewpoints and legal systems 
which is acceptable to a substantial majority of the parties concerned. I believe 
therefore that the I. U. A. I. and I. A. T. A. should jointly urge that (a) each 
article in a draft Convention should have at least a two-thirds vote of the 
members present in favour before being adopted, and (b) that the final draft of 
the Convention should have at least three-quarters of the members present voting 
in favour, before being submitted to a diplomatic conference for signature. 

“No one would dispute that I. C. A. O. is playing a very useful part in the 
development of International Air Transport, especially on such matters as 
standards and recommended practices in connection with air safety. Equally, 
it cannot really be disputed that when it comes to the interests of the public at 
large it is appropriate that proposals for International Conventions should 
emanate from I. C. A. O. It is, however, a different matter when it comes to 
Conventions which affect only air carriers, air users and their respective insurers. 
I suggest that in such cases the appropriate body to put forward recommendations 
would be an International organization composed of representatives of the air 
earriers, the air users, and the insurers, somewhat on the lines of the Com- 
mittee Maritime. The bodies which naturally come to mind in this connection 
are the I. A. T. A., the I. C. C. and the I. U. A. I. 

“My suggestion is that the I. U. A. I. should take the initiative in approaching 
the I. A. T. A., I. C. C., and I. C. A. O. with a view to the formation of such a 
body, on the basis that its functions would be limited to International Conventions 
and Agreements affecting only the interests of air carriers, air users and their 
respective insurers, and that any draft Conventions prepared by the Committee 
would be submitted to I. C. A. O., whose duty it would then be to call a diplomatic 
conference for consideration and signature of the Convention. I would like to go 
a stage further and suggest that the basic principles of any International Air 
Convention affecting the rights of the parties mentioned above should first be 
submitted by I. C. A. O. to the proposed body for comment before being handed 
over to the Legal Committee of I. C. A. O. for drafting. 

“I am well aware of the difficulty of creating a really effective body of this 
sort, but I do believe that if it could be created with a representative membership 
of men who appreciated the problems involved, both from the practical and the 
legal angle, we should have a much better chance of obtaining really practical and 
workable Conventions.” 

Mr. Goodfellow said that he had discussed these suggestions in Montreal 
both with representatives of I. A. T. A. and with the President of I. C. A. O. on 
an unofficial basis. The I. A. T. A. representatives had been very much in favour 
of the idea. Dr. Warner of I. C. A. O. had not personally opposed it, but had 
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intimated that he thought that some of the members of his Legal Committee 
would resent it as a breach of their prerogative. This was probably true. The 
difficulty was that the Legal Committee of I. C. A. O. was becoming more and 
more divorced from reality. Its membership consisted largely of lawyers who 
were either civil servants or politicians or University professors with no practical 
experience of commercial aviation, and who were very reluctant to listen to any 
practical arguments from representatives of bodies such as the I. A. T. A. and 
the I. U. A. Il. In these circumstances he thought that something on the lines of 
the Comite Maritime was becoming a necessity, but it was a matter which 
needed careful thought, and he was not certain that the initial suggestion ought 
to come in the first place from the I. U. A. I. 

The President agreed that it was a big point and asked for the views of 
menibers. 

Mr. Al Smith said that he thought the members needed time for consideration. 

Dr. Wimmer said that he thought that the proposal was a good one. In 
Germany they had the same difficulty as regards the I. C. C. which Mr. Goodfellow 
hau mentioned in connection with the Legal Committtee of I. C. A. O. Their 
representative was a University professor who was only concerned with the pure 
theory of law, and would not listen to practical arguments. 

‘the Presiuent agreed that the Legal Committee of I. C. A. O. did not give 
sufficient weight to practical arguments put forward by bodies such as the 
I. A. T. A. and the I. U. A. L., but pointed out that under the Chicago Convention 
the I. C. A. UO. had been appointed as the body responsible for urafting inter- 
national Conventions. Apart therefore from the difficulty of constituting an 
effective Air Committee on the lines suggested by Mr. Gooufellow there was the 
difficulty that they would be going contrary to an International Convention. 

Dr. de Mori said that he thought it would be very difficult for insurers to 
do this. 

Mr. Al Smith said that in the first place he would like to compliment the legal 
adviser on his constructive reports into which he had obviously put a great aeal 
of thought. Without, however, being in any way critical he would like to 
suggest that these reports should be submitted to members before the meeting 
so that they could be considered before being debated. Mr. Goodfellow had put 
forwaru a question of great importance which could not really be uecided ai a 
moment’s notice. 

Mr. Goodfellow said that he entirely agreed with Mr. Al Smith, and would 
normally have circulated the report in question before the meeting. Unfor- 
tunately, in this particular case the meeting of the Legal Committee of I. C. A. O. 
had oniy taken place shortly before the I. U. A. I. meeting and the Union had 
not been represented. In consequence he had had to go to Montreal in order 
to ascertain the latest developments and his reports had only been dictated in 
Montreal a few days before the New York meeting. As regards the suggestion 
that the proposed “Air Committee” would be contrary to the Chicago Convention 
he did not think that this was quite correct. Under his proposal the Air Com- 
mittee would merely submit draft Conventions to I. C. A. O. and the responsi- 
bility for calling a diplomatic conference to approve the draft would still rest 
with I. C. A. O., which he thought would comply with the requirements of the 
Chicago Convention. 

The President said that he thought the matter should be raised again after 
time for consideration. He proposed to adjourn the meeting until the next day 
when the matter could be further considered. There would be a meeting of 
the special subcommittee to consider the question of the secretary immediately 
after the adjournment and the general meeting would commence at 10 a. m. 
the following day. 

The meeting was accordingly adjourned at 4: 35 p. m. 


WEDNESDAY, OCTOBER 19, 1954 


Agenda item No. 12—I. U. A. I. Handbook 
The President called on Mr. Hagmann. 
Mr. Hagmann reminded members that this point was raised at the Subcom- 

mittee meeting in Paris when opinion was divided as to whether the handbook 

should be retained in its present form or should be discontinued. The hand- 
book was of value only provided that it was kept constantly up to date, which 
involved a considerable amount of work and expense. Any information con- 
tained in the handbook could be readily obtained by a member by direct com- 
munication with the appropriate member and there would be a considerable 
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saving of expense if the handbook was discontinued. In view of the difference 
of opinion at the Paris meeting he thought that the point would have to be 
settled by the General Meeting. 

Mr. Al Smith said that he quite often had to communicate with other members 
by cable. He thought that the existing handbook was to a large extent su- 
perfiuous, but that it would be very useful to have limited information printed 
on heavy paper or cardboard about 6% by 11 inches giving the name and address 
of each member, including the cable address and the names of the leading 
individuals to whom communications should normally be sent. This could be 
reprinted annually at very little expense. 

Miss Bett pointed out that members already had this information in card 
form. 

The President put it to the meeting that the printing of the handbook should 
be discontinued and that members should in future only be supplied with a list 
of names and addresses as suggested. 

It was agreed without dissent that the printing of the handbook should in 
future be discontinued and that members should merely be supplied with a list 
of names and addresses of members and individuals together with cable 
addresses. 


Agenda item No. 13—Accounts 
The accounts for 1953 as submitted were approved without discussion. 


Agenda item No. 14—Distribution of excess expenditure for 1952 


The President reminded members that there was a deficit on the 1952 account 
of £623, but owing to a voluntary contribution of £100 from Lloyds Aviation 
Underwriters Association this had now been reduced to £523. It was agreed 
in Algiers that the excess expenditure should be apportioned between the exist- 
ing members in 1952 in accordance with the Zurich scale, but this scale was no 
longer applicable because it had had to be adjusted owing to the election of new 
members. There were two ways of dealing with the matter. One was by 
fixing the proportion of each member on election and adding this on to the 
Zurich scale, which would then exceed the figure of 100. The other was to scale 
down the proportion of each member so that the total proportion of ail members 
always came to 100 percent. The results were exactly the same in effect but 
the second method would involve an annual adjustment of the Zurich scale. 

Mr. Hagmann said that he preferred the first alternative since it avoided the 
necessity for annual adjustment of the scaie and was easier to deal with. 

Mr. de Vlaming suggested that the subcommittee appointed to deal with the 
question of secretary should also handle this problem. 

The President said that it might be simpler, but doubted whether it was 
within the scope of a subcommittee. 

Mr. Al Smith said that he thought the subcommittee might consider the 
matter and make recommendations to the next meeting, but that he did not 
think that the subcommittee should be asked to apportion the share of each 
member. He was in favour of using the same basis as before taking into account 
the contributions of new members. 

The President pointed out that in the Zurich scale it was laid down that a 
new member’s percentage of excess expenditure would be 5 percent unless other- 
wise decided. He thought, however, that in the case of some of the smaller 
Companies which had recently been admitted to membership this might be rather 
too large and he would like to suggest that it should be reviewed for 1953. 

Mr. Hansson pointed out that there was no excess expenditure for 1953 because 
there was a credit balance of £266. What they had to decide therefore was the 
apportionment of any excess expenditure for 1954. He agreed with Mr. Hag- 
mann as regards this. Instead of contributions based on a percentage they 
should be based on so many “parts.” This would cover 1954, but as regards 
1955 he agreed with Mr. de Vlaming’s suggestion that the matter should be 
referred to a subcommittee for recommendations. This subcommittee, which 
had to deal with the appointment of a permanent secretary, would be in the 
best position to judge how the budget was likely to work out and to make 
recommendations to the next General Meeting. 

The President agreed that it was the year 1954 that had to be dealt with for 
the moment. He suggested that for the Insurance Corporation of Ireland a fair 
share would be two parts, the same as for the First Bank of Bohemia. For the 
Agrupacion and the N. E. N. he also suggested two parts each. For the Deutscher 
Luftpool he suggested five parts as an original founder member. 
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The allocation of excess expenditure for 1954 on the Zurich scale expressed 
in terms of parts instead of percentages together with the additional parts as 
proposed by the President for the new members was unanimously agreed. 

Mr. de Viaming pointed out that in the past the Union had been to a con- 
siderable extent financed by the B. A. I. C. which had in many cases had to pay 
accounts before the subscriptions were received. It was now, however, pro- 
posed to have a full time secretary, which would involve a substantial increase 
in the budget and he did not think it would be fair to expect the B. A. I. C. to 
finance this. He suggested therefore that a substantial proportion of the sub- 
scriptions should be payable in advance. 

The President agreed and suggested that 50 percent of the annual subscription 
should be payable in advance. 

Mr. de Vlaming did not think that this would be sufficient as it would not 
be enough to cover the costs of the secretary and Central Office. 

Captain Lamplugh said that it was really quite a small matter and that the 
B. A. I. C. was quite willing to continue along the same lines. 

The President suggested that it should be left to the President in conjunction 
with the subcommittee to agree on the proportion to be paid in advance. 

Mr. Hansson suggested that it was a matter of detail which could easily be 
settled by correspondence. 

It was agreed to leave it to the President in conjunction with the Secretariat 
Subcommittee to decide what proportion of the annual subscription should be 
payable in advance and to advise members by correspondence. 


Agenda item Nos. 9 to 11—Legal reports 


The President called on the legal adviser to resume the discussion. 

Mr. Goodfellow said that there were two points left over for further con- 
sideration and decision. The first was the question of the revision of the 
Warsaw Convention and representation at the Diplomatic Conference at the 
Hague next September. The second was the question of the action if any to 
be taken on the suggestion for the formation of an independent “Air Committee.” 

Dealing first with the Warsaw Convention he recommended that quite apart 
from any representations made at the Hague individual members should approach 
their Government representatives as early as possible to urge that while insurers 
were quite prepared to find cover for any liabilities imposed by the Convention 
it was most important that any revised Convention should be as widely adopted 
as the existing Convention in the interests of everybody concerned, and that 
therefore no changes should be made unless there was a majority of say at 
least 75 percent in favour of any change involved. 

The President said that he thought there was general agreement on that 
point. 


Dr. Wimmer said that in Germany they thought that the majority figure 
ought to be 90 percent. 

The President and Mr. Goodfellow both agreed that 90 percent would be 
desirable but did not think that it would be accepted as a suggestion. 

It was unanimously agreed that members should prior to the Diplomatic 
Conference at the Hague in September urge on their Government representa- 
tives the importance of not making any changes in the existing Warsaw Con- 
vention unless they were supported by a majority of at least 75 percent of the 
contracting states to the existing convention. 

Mr. Goodfellow said that he thought that it was essential that the Union 
should be represented at the Diplomatic conference, but that if he was to be 
the representative he would like to urge that he should have at least one assist- 
ant. Members who had been present at these conferences, such as Mr. Gravelin 
and Mr. Clair, would know that it was really more than a one man job. During 
his informal discussions with Dr. Warner of I. C. A. O. in Montreal, Dr. Warner 
had expressed surprise that a body of the importance of the I. U. A. I. should 
leave it to a single delegate to carry the burden and had pointed out that 
I. A. T. A. always had at least two and sometimes even three or four legal rep- 
resentatives at such meetings. It had been agreed at the Paris meeting that his 
legal assistant, Mr. Norton, should be appointed as assistant legal adviser of the 
I. A. U. I. and he thought that it would be an excellent thing if Mr. Norton could 
accompany him to the diplomatic conference to share in the work and to make 


the acquaintance of the members of the Legal Committee of I. C. A. O. who 
would be there. 


33077—59——-41 











636 THE INSURANCE INDUSTRY 


The President agreed that it was important for the I. U. A. I. to be properly 
represented at the Diplomatic Conference, but pointed out that it was quite 
possible that a number of members of the I. U. A. I. would be attached to their 
respective Government delegations and could therefore help to look after the 
I. U. A. I’s interests. He thought that a final decision on the matter should 
be deferred until the position in this respect was known. 

Mr. Goodfellow suggested that it should be left to the Underwriting subcom- 
mittee to decide when it met to deal with the written recommendations to be 
made on the text of the Protocol. 

The President thought that the decision should be left to the President as 
in previous years. 

Mr. Al Smith agreed that it should be left to the President to decide. In the 
view of the U. S. A. I. G. it was of doubtful wisdom for insurers to attempt to 
guide or lead international legislation of this sort. 

The President said that he disagreed with Mr. Al Smith. Insurers should not 
attempt to force their views on to the legislators, but experience had shown that 
useful work could be done in the lobbies and in the drafting Committees. The 
I. U. A. I. was not really trying to guide the law, but the writing of the law 
which was not quite the same thing. 

It was unanimously agreed that the I. U. A. I. should be represented at the 
Diplomatic Conference dealing with the revision of the Warsaw Convention but 
that the composition of the delegation should be left to the decision of the 
President. 

Mr. Clair said that he was rather perturbed by the legal adviser’s report on 
the attitude of the United Kingdom in opposing the idea of amendment by pro- 
tocol and urging that any revision should take the form of a new Convention. 
He was afraid that if this was adopted there would be a serious risk of exist- 
ing contracting states dropping out of the Convention altogether. 

Mr. Goodfellow said that he too was perturbed about this development of 
which he had only learned just before leaving London. From the technical 
legal angle he thought that there was some force in the arguments of the United 
Kingdom delegation, but from the practical angle a new Convention might be 
very dangerous. Moerover if the United Kingdom recommendation was adopted 
at the diplomatic conference it would throw the whole matter into the melting 
pot and they might find that a new Convention had been approved and signed 
containing entirely new clauses which had not been properly considered. 

Mr. Clair asked whether it would be worth while to try and get the United 
Kingdom delegation to modify its attitude before the meeting. 

Mr. Goodfellow agreed with the suggestion and hoped that the A. I. O. A. 
would do something about it. 


Agenda item No. 11.—Suggested Air Committee 


Mr. Goodfellow said that he thought that members ought to have the oppor- 
tunity of considering the Minutes and the proposal in detail before reaching a 
decision. He was advised that the Comite Maritime did very useful work in 
connection with international maritime conventions and it might well be that 
an independent air committee could do equally useful and practical work in 
the field of international air conventions. On the other hand, there were dan- 
gers to consider. If the scheme was pushed through against the wishes of the 
Legal Committee of I. C. A. O. then they might get the position that the Legal 
Committee would no longer invite observers from the I. U. A. I. and other mem- 
bers of the proposed Committee, such as the I. A. T. A. and the I. C. C., to its 
meetings. If, however, anything effective was to be done action should not be 
unduly delayed because there were two fairly urgent matters with which it 
would be appropriate for such a Committee to deal. The first was consideration 
of the revision of the Warsaw Convention in the event of a deadlock being 
reached at the diplomatic conference. The second was the proposed interna- 
tional convention on negotiable air consignment notes which was on the agenda 
for the next meeting of the legal Committee of the I. C. A. O., although he would 
have thought that it was essentially a practical matter for the attention and 
proposals of aircraft operators and air users. For that reason he would like to 
suggest that when members had had an opportunity of considering the proposal 
they should write in to the Central Office with their views which could then be 
considered at the next meeting of the Underwriting subcommittee which he pre- 
sumed would be held early next year. This would still leave time to take 


action before the diplomatic conference and the next meeting of the Legal Com- 
mittee of I. C. A. O. 
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The President agreed that there must be time to consider the matter. At the 
moment he was rather doubtful as to whether the I. U. A. I. should seek to form 
such a Committee and thought that it might be better for them to initiate the 
idea and to pass it on to I. A. T. A. for action if they approved of it. 

Mr. Goodfellow said that the same point had occurred to him. 

It was agreed that the proposal to form an Air Committee should be further 
considered by members after the circulation of the minutes and that they should 
write in with their views to the central office for consideration at the next meet- 
ing of the Underwriting Subcommittee. 


Agenda item No. 15—Secretariat Subcommittee 


The President asked whether the meeting agreed to pass a formal resolution 
empowering the subcommittee to select and engage a general secretary. 

Mr. Goodfellow said that he was not clear at the moment about the position or 
powers of the subcommittee. He understood that the subcommittee was to con- 
sist of Mr. Hansson, Captain Lamplugh and Mr. de Vlaming plus the President. 
What exactly were their proposed powers? Were they to be exercised by a ma- 
jority vote or only by a unanimous vote? If by a majority vote was the Presi- 
dent to have a casting vote? 

The President said that subcommittee was to consist of the three members 
named plus the President, but if the new President was one of the members 
named then it would be a Committee of three. 

Mr. Hansson said that he thought that any resolution on the point should be 
drafted by the legal adviser. His view was that if the subcommittee was unani- 
mous in its views it should be empowered to act, but if it was not unanimous it 
would be more appropriate that it should make recommendations to the general 
meeting. 

Mr. Goodfellow said that he was still not quite clear as to the powers of the 
subcommittee. He had originally understood that it would deal only with the 
selection and appointment of a general secretary, but from several remarks made 
by Mr. de Vlaming it appeared that the subcommittee might want to go further 
than this and deal with the whole question of the secretariat, the central or- 
ganisation and the general internal administration of the Union. 

Mr. de Vlaming said that if the Committee found the right man he thought it 
should be empowered to go ahead with his appointment subject to financial con- 
siderations. 

Mr. Hansson said that there ought not to be any restrictions on the question 
of cost. It was true that some member had said ‘‘we trust that the committee 
will not be so silly as to appoint a man at £10,000 a year’, but he did not think 
than any financial restrictions must be placed on the subcommittee. On the 
question of finance the responsibility of the subcommittee was merely to recom- 
mend to the next general meeting as to the apportionment of the increased ex- 
penditure involved. 

Mr. Clair asked whether the subcommittee could obtain the approval to any 
appointment from members by correspondence. 

Mr. Al Smith said that he thought that the duty of the subcommittee went 
further than the mere selection of a general secretary. They were to be given 
power to reorganise the internal administration of the Union and the meeting 
relied on their good judgment in the matter of cost. 

Mr. Hansson said that as a safeguard he thought that this should be subject 
to unanimous agreement on the part of the subcommittee. 

The President said that there was no intention to restrict the powers of the 
subcommittee but only to avoid misunderstandings. 


Agenda item No. 17—Recognition by U. N. O. 


The President called on Mr. Hagmann to report. 

Mr. Hagmann said that the International Union of Marine Insurers was offi- 
cially recognized by U. N. O. He understood that there were three forms of 
recognition :—List A. on which there were a few specially selected international 
bodies such as the I. C. C., List B. included about 110 international bodies includ- 
ing the International Union of Marine Insurers, and the third list included a 
large number of miscellaneous bodies including apparently the I. U. A. I. If 
the I. U. A. I. wanted to be moved up to List B. application should be made to 
the head of U. N. O. Building, New York. 

It was agreed that approach should be made to U. N. O. to have the I. U. A. I. 
transferred to list B. 

The President said that the agenda items were now concluded with the excep 
tion of the election of officers and subcommittees. As regards subcommittees 
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there were now only two committees to elect, the underwriting committee and the 
combined technical and statistical committee. The existing members of the 
underwriting committee were Captain Lamplugh, Mr. de Walque, Mr. de Beau- 
corps and Mr. Goodfellow. He asked whether there were any amendments to 
propose. 

It was unanimously agreed that the Underwriting Subcommittee consisting of 
Captain Lamplugh, Mr. de Walque, Mr. De Beaucorps and Mr. Goodfellow should 
be reelected. 

(Note.—The President is an ex officio member of all subcommittees.) 

The President said that as regards the technical and statistical subcommittee 
the existing members were Dr. de Mori, Dr. Wimmer, Colonel Veron and Mr. 
Hagmann. He proposed that Mr. Kubli should take the place of Mr. Hagmann 

Dr. Tisi suggested that Mr. George Clair should be added to the subcommittee. 

It was unanimously agreed that the combined Technical and Statistical Sub- 
committees should consist of Dr. de Mori, Dr. Wimmer, Colonel Veron, Mr. 
Kubli and Mr. George Clair. 

The President asked whether there were any other matters to raise on the 
agenda. 

Mr. Porte said there was one question which was not on the agenda and that 
was the question of air safety. The French delegation had distributed a 
report on this subject. As members knew, the Union had dealt with this matter 
on previous occasions, particularly in connection with standard altimetry and 
had achieved appreciable results, but the position was still not entirely satis- 
factory. For example, Mr. Goldsborough, the chairman of the I. A. T. A. tech- 
nical committee had reported: 

“Another hardy perennial problem is the continued lack of agreement among 
European countries on uniformity of altimeter setting procedures for aircraft 
operations. A uniform altimeter setting system was almost achieved in 
I. C. A. O. last year but the inability of certain States to accept the recommended 
system still leaves the choice of altimeter setting procedures to the discretion 
of individual countries. A survey of the present position has shown that the 
lack of standardisation in the enforcement of I. C. A. O. rulings originates es- 
pecially from a strong resistance on the part of military authorities such as 
the R. A. F., the U. S. A. F. and the O. T. A. N.” 

He thought that members of the I. U. A. I. should take this matter up indi- 
vidually with their respective Governments as was recommended at the Amster- 
dam meeting and that it should also be taken up officially between the I. U. A. I. 
and I. C. A. O. 

Agreed. 

Colonel Veron raised the question of “admitted liability cover” and said that 
Mr. De Beaucorps would explain the matter on behalf of the Underwriting 
Subcommittee. 

Mr. de Beaucorps said that a memorandum on this subject had been distrib- 
uted to members at the meeting, but he would like to enlarge on it as although 
it concerned mainly French Air Lines at the moment it was also of general 
interest to aviation insurers. 

In the French market the main object of air carriers was to avoid legal pro- 
ceedings on passenger liability claims. For that reason most French Air Lines 
carried a combined passenger liability and automatic personal accident insurance 
cover. The latter gave automatic cover up to the Warsaw Convention limits of 
French francs 2,900,000 regardless of liability or dependency. The former gave 
cover against legal liability in the alternative up to a considerably higher sum, 
usually French francs 10,000,000 per seat. A claimant accepting compensation 
under the automatic P/A cover released all legal liability claims against the 
earrier. Alternatively, if the claimant thought he could justify damages in 
excess of the Warsaw Convention limits he could abandon any claims under the 
automatic P/A cover and proceed on the basis of legal liability. 

In practice it had been found that this type of cover, although it reduced the 
risk of legal actions, had certain inconveniences. Firstly, under French law, 
where the claimant was paid under the personal accident cover, it was difficult 
for the insurer to exercise rights of recourse against the party responsible for 
the accident. Secondly there were many cases in which the legal liability claim 
would have been far less than the automatic P/A insurance. For example in 
the cases of a whole family such as father, mother and three children being 
killed in an accident leaving only the grandparents, a sum of nearly 15,000,000 
francs would be payable to the grandparents under the temporary P/A cover. 
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Thirdly where the claim was paid under the automatic P/A cover the claimant 
frequently had to pay death duties which would not be chargeable in respect 
of a settlement under the legal liability cover. 

For these reasons the French market had introduced a new type of cover 
known as the “admitted liability cover”. Under this cover there were again 
the two limits, one for claimants who were prepared to accept compensation 
within the Warsaw Convention limits and the other for those who chose to 
eontest the issue of liability and damages. In the first class insurers agreed 
not to contest the issue of liability, but to pay such damages as would have been 
recoverable in legal proceedings within the Warsaw Convention limits. This did 
not mean that insurers would automatically pay the Warsaw Convention limits 
in each case. They had checked up on eight major French accidents since the 
war and had found that the casualties consisted of 101 married people, 77 
bachelors, 3 babies less than 2 years old and 24 minors between the ages of 2 
and 20. On this basis they had paid under the automatic P/A cover 552,000,000 
francs. He estimated that under the new admitted liability cover the total 
would have been only 475,000,000 francs, a saving of 75,000,000 francs, or 13.5 
percent. 

This was perhaps not a completely accurate estimate as there would have 
been no saving in respect of injury claims, and a safer figure for the purpose 
of rate calculation would probably be about 12 percent. 

All the claims analysed were in connection with one air line, but there was 
another case of an air line operating between the South of France and North 
Africa where the settlement of one disaster under the new form of cover 
came to 33,000,000 French francs, whereas under the old automatic P/A cover 
the loss would have amounted to 80,000,000 francs, so that the saving was 
more than 50 percent. This, however, was an exceptional case in which several 
families were completely wiped out and the standard of living of most of 
the passengers was comparatively low so that it could not be taken as typical. 
The new type of cover would probably represent even greater economy if the 
Warsaw Convention limits were increased as proposed. If these limits were 
increased to 5,000,000 French francs per passenger he thought that the saving 
would probably vary from 12 to 25 percent on the average according to the 
type of air line. 

Dr. Wimmer suggested that the “admitted liability” type of cover might 
be rather dangerous in respect of claims under Article 25. If insurers had 
admitted liability in respect of one claimant, he thought that another claimant, 
who was not prepared to accept the Warsaw Convention limits, could take 
advantage of this admission. 

Mr. de Beaucorps said that the insurer did not in fact admit liability; he 
merely bound himself under the policy not to attempt to prove that the air 
carrier had taken all the necessary measures to avoid the damage and was 
therefore not liable. 

Dr. Wimmer agreed and said that the danger he had mentioned seemed 


to lie not so much in the system as in the wording of the cover which referred 
to “admitted liability”. 


Mr. de Beaucorps agreed. 

Mr. de Walque said that he thought it was very essential in this type of 
insurance that the passenger ticket should clearly indicate the position to 
the passenger. 

Dr. Wimmer said that he thought the idea was sound, but that it would 
involve an alteration in the National laws of certain countries; for example 
under German and Italian National laws the air carrier was bound to effect 
personal accident insurance for passengers up to Warsaw Convention limits. 

Mr. Goodfellow asked who settled the claims under the admitted liability 
cover. Was it the air carrier, or was it the insurer? He had in mind that 
under certain similar air line insurances it was the air carrier who had the 
conduct of claims up to the point when it became clear that they could not 
be settled within the Warsaw Convention limits. It was only at this point 
that the insurers took over the claims and in his experience this was a dan- 
gerous and uneconomic practice from an insurance angle. 

Mr. de Beaucorps said that the new form of cover involved no change of 
practice in France. Negotiation and settlement of claims still rested with 
the insurers. 

Mr. Goodfellow said that on this basis he thought that the new French 
scheme was a definite improvement on the old combined automatic P/A and 
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P/L scheme, but he thought that it might require further consideration in 
the light of the proposed revision of the Warsaw Convention, especially if 
there was a substantial increase in the Convention limits. He would like to 
have the opportunity to consider the scheme in detail and to discuss it further 
at the next meeting of the Underwriting Subcommittee. 

Mr. de Beaucorps said that he thought he should add that the new scheme 
had only just been introduced and had so far only been accepted by two of 
the French Air Lines. 

Mr. Whitehead said that there had never been a Court decision in which 
the air carrier had been able to prove unavoidable accident. 

Mr. Goodfellow quoted an American decision to the contrary. 

Mr. Whitehead admitted this decision but said that it had come as a com- 
plete surprise to the Air Line and its insurers and that they had paid the 
Warsaw Convention limits in order to avoid the case being taken to appeal. 

Mr. Van Hoven said that they did not do this type of insurance in respect of 
Air Lines, but they did it in respect of privately owned aircraft. 


PLACE AND DATE OF NEXT MEETING 


The President called on Mr. Hansson. 

Mr. Hansson said that he would like to have suggestions from other members. 

Mr. Van Hoven said that he knew where his wife wished to go. [Laughter.] 

Mr. Hansson said that he knew what Mr. Van Hoven meant and that as 
the representative of the Northern Pool he would like to welcome members 
to Oslo for the next meeting and to show them something of Norway. On 
the other hand October was not a good month for Norway so far as weather 
was concerned. The days were short and the weather was not like the New 
York October weather. September was not a good month because of other 
international congresses and August was a holiday month for most people 
which brought them back to late June or early July which was the best time 
for the nothern part of Europe. If therefore the meeting was to be in Norway 
he would suggest the end of June or the beginning of July. 

The President said that this would be convenient as it would mean that 
they could hold the meeting before the diplomatic conference at the Hague. 

It was agreed unanimously with applause to hold the next meeting in Nor- 


way in late June or early July at a date to be fixed by the President and Vice 
Presidents. 


Agenda Item No. 16—Election of officers 


Mr. Gravelin said that he did not wish to be re-elected as President. The 
bylaws provided that the President should be elected for one year and might be 
re-elected for a second and third year, but not more. There had been cases in 
the past where presidents had served for three years but he did not think it 
should become a precedent. Despite the assistance of Miss Betts, the legal adviser 
and the general secretary, he did not feel able to serve for a third year and he 
proposed therefore that the senior vice president, Mr. Hansson, should be elected 
as President. That was his choice and he thought a very good choice. 

Mr. Hansson said he would like to make a counter proposal to the effect that 
the second vice president, Mr. Al Smith, who was in much closer touch with 
aviation insurance than himself, should be elected President. 

Mr. Al Smith said that he sincerely felt that it would be a mistake at this 
stage to have a President in the U. 8. A. At the moment the U. S. A. I. G. was 
the only American member. The great majority of the members came from 
Europe and it was a comparatively simple matter for them to get together by 
air for a meeting in a European centre. In time to come when aviation insur- 
ance in the U. S. A. was more fully represented in the Union the position might 
alter, but for the time being he felt that it was essential that the President 
should be a European member. 

Captain Lamplugh said that it was a very difficult choice. Al Smith would 
have been in many ways an ideal President, but his arguments were sound. Mr. 
Hansson was a man of many qualities including legal training and direct expe- 
rience of air line operation. It would be the first time that the Union would 
have as a President a man who as part of his normal work assisted in an execu- 
tive capacity in the operation of one of the finest air lines in Europe. While 
therefore he was regretful that Al Smith was not prepared to stand, he would 
vote for Mr. Hansson as the ideal man for the job. [Applause.] 
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The President pointed out that the election of President and Vice President 
must be by secret ballot. 

Mr. de Vlaming said that although he was quite sure that Mr. Hansson would 
be elected unanimously, he thought that the procedure should be adhered to. 

Agreed. 

The President asked for proposals for the election of Vice Presidents. 

Mr. Gratema (Dutch Pool) proposed Mr. de Vilaming. 

Mr. de Walque seconded this. 

Captain Lamplugh proposed Mr. Al Smith and said that he should now become 
First Vice President. 

Mr. Al Smith said that whether he was the First or Second Vice President 
was quite unimportant except that there was a sort of understanding that the 
First Vice President would probably become the next President. For this rea- 
son, in view of his previous remarks about the presidency he would prefer that 
if he was elected it should he as Second Vice President. 

Mr. Goodfellow reminded the meeting that the main duty of the Vice Presi- 
dents was to step into the shoes of the President if he was ill, or was for any 
other reason unable to preside at a meeting. In such circumstances the First 
Vice President normally took his position, or failing him the Second Vice Presi- 
dent. As the senior vice president Al Smith would be the natural choice for 
First Vice President. On the other hand most of the meetings during the year 
would be held in Europe, and as from his remarks it would obviously not in any 
way hurt Al Smith’s feelings, he thought it would be more appropriate to elect 
Mr. de Vlaming as First Vice President with this in mind. 

A secret ballot was then held. 

The President reported that on the result of the secret ballot Mr. Per Hansson 
was unanimously elected President. 

Mr. de Vlaming was unanimously elected First Vice President and 

Mr. Al J. Smith was unanimously elected Second Vice President. 

Mr. Hansson thanked the members for his election. He was not altogether 
happy about it, because although he felt that the position of President of the 
Union was a task which was interesting, honourable and full of possibilities, he 
was doubtful about being able to find the time and energy to do it adequately. 
He felt that members had an exaggerated opinion as to his abilities, but having 
received and accepted election he would only say that he would do his utmost 
to fulfil his duties. [General applause.] 

Mr. Gravelin called on Mr. Goodfellow to present the Resolution which had 
been drafted covering the powers of the Secretariat Subcomnittee. 

Mr. Goodfellow recalled that at the last general meeting he had opposed the 
resolution to appoint Mr. Hagmann as general secretary—not because he had 
any doubt as to Mr. Hagmann’s suitability for the post, but because he felt that 
the decision was not a matter which should be dealt with out of hand under the 
heading of “Any other business” under the Statutes and Internal regulations. 
This consideration no longer held good. Members had had a year in which to 
consider the implications and if they wished to delegate the powers of a general 
meeting to a subcommittee of three members they had the authority to do so. 
In a comparatively short space of time the Union had grown remarkably both 
in membership and in international prestige. That result had been achieved 
not by one man but by the combined work of its members, especially through the 
tremendous efiorts of its presidents, from Captain Lamplugh onwards, the volun- 
tary work of individual members of the subcommittee and the devoted work of 
Miss Bett in the Central Office. He hoped that members would agree that who 
ever might be elected as general secretary it would still need the work of the 
President, the Vice Presidents, and the individual members to keep the Union 
on a sound basis, and that it would not be in the idea that once a general secre- 
tary was appointed individual members could sit back and leave him to do all 
the work. A very big responsibility was being placed on the secretariat sub- 
committee and he would read the proposed resolution through slowly at dictation 
speed in order that members should be quite clear as to what they were agree- 
ing to. 

Mr. Goodfellow then read the resolution as follows: 


“SECRETARY AND CENTRAL OFFICE 


“It was unanimously agreed that a subcommittee consisting of Messrs. Hans- 
son (president), A.G. Lamplugh and W. de Vlaming be appointed with full power 
to select and appoint a paid Secretary of the Union and to fix his remuneration 
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and generally to decide upon the organisation of the Central Office and Secre- 
tariat which should be in London. 

“Tt was further agreed that the subcommittee should prepare a budget of costs 
and should submit its recommendations for the apportionment of such costs 
between members. . 

“It was agreed that pending the appointment of a paid Secretary the Central 
Office should continue to operate on the same lines as before Mr. Hagmann’s 
appointment as Secretary.” 

In connection with the draft Resolution Mr. Goodfellow raised the following 
points :-— 

In the first sentence he had said that the Central Office and Secretariat “should” 
be in London which seemed to be the general wish of members if it could be 
arranged. He should also make it clear that the decision of the subcommittee 
must be unanimous. 

In the second sentence he had made it clear that although the subcommittee 
had full powers in the choice and appointment of a Secretary their power as to 
the apportionment of the cost was limited to recommendation, the final decision 
resting with the General Meeting. 

Finally, in the last sentence he had made it clear that pending the new organ- 
isation the Union would revert to the systeim in operation before Mr. Hagmann’s 
appointment. 

Mr. Gravelin asked for comments. 

Mr. Cannet said that he understood that the Subcommittee was to consist of 
three members plus the President. 

Mr. Goodfellow agreed but pointed out that one of the three named members 
had now been elected as President. 

Mr. Cannet suggested that in these circumstances an additional member should 
be appointed. 

Mr. Gravelin said that he did not think this was necessary or desirable. 

A general discussion ensued in which Mr. Gratema, M. Cannet, Mr. Al Smith 
and Mr. Clair took part. 

Mr. Clair in particular suggested that a subcommittee of only three members 
would be reduced to a subcommittee of two if anything happened to one of the 
members which he thought would be quite inadequate. 

Mr. Goodfellow suggested that the difficulty could be got over by inserting the 
words “with power to co-opt” after the names of the three members. 

Mr. Cannet pointed out that the appointment of a full time General Secretary 
had only been raised for the first time the previous day. A part time Secretary 
might be a more satisfactory solution. 

Mr. Gravelin said that the subcommittee must be given full power and appealed 
to members not to tie their hands. 

Mr. Goodfellow pointed out that he had purposely omitted the expression “full 
time” in drafting the resolution so as to avoid tying the hands of the subcom- 
mittee in this respect. 

Mr. Hansson said that as a member of the subcommittee he thought that they 
might be faced with the situation that for the time being they would have to 
accept someone on a part time basis, but that he personally would not be pre- 
pared to agree to this as a permanent arrangement and that he thought it would 
be contrary to what had been agreed upon in the previous day’s meeting. He 
asked members to agree to the suggested wording of the resolution. 

Captain Lamplugh and Mr. de Vlaming supported this. 

No further amendments were proposed and the resolution as read out by 
the legal adviser was therefore adopted subject to the insertion of the words 
“with power to Co-OPT” after the names of the members. 

The President called on Mr. Hagmann. 

Mr. Hagmann made a farewell speech which at his request was not recorded 
in the Minutes. 

Mr. Gravelin thanked Mr. Hagmann on behalf of all the members of the 
Union for his work, first of all as an ordinary member, then on the statistics 
subcommittee, then as President and lastly as General Secretary. He wished 
also to thank the Swiss Re and Mr. Kubli for all the help they had given 
during Mr. Hagmann’s year as Secretary and to thank all the members and 
Miss Bett and Mr. Goodfellow for the co-operation which they had given t¢ 
him in his two years of presidency. 

Mr. de Vilaming said that as one of the older members of the Union he 
would like to express his appreciation of Mr. Gravelin’s work as President. 
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It was very easy for those not sitting at the top table to citicise, but he 
recognised that the position of those on the top table was much more difficult, 
especially for the one in the central place, Robert Gravelin. He had had two 
difficult years and had learned what it was to manage a Union of so many 
children of different countries. He had done it very well and under his 
guidance the Union had taken one of the most important decisions of its 
career—to appoint a full time general secretary. Some people might think 
that the decision had been rushed, but if it was rushed it was rushed into 
good ways and it was a mile stone achieved under the presidency of Robert 
Gravelin. He hoped that for many years to come they would see Gravelin 
and his charming wife, who had contributed so much to the conferences of the 
Union, at their meetings. [Prolonged applause. ] 

Mr. Al Smith said that he would like to echo what Mr. de Viaming had 
said and to express his appreciation of Mr. Gravelin’s unselfishness in not 
standing for a third year as President. In his own view two years wis the 
ideal period for a presidency and three years was too long. He would like 
to congratulate Mr. Gravelin on having the courage of his convictions in this 
respect. He also wished to express his appreciation to all the members of 
the Union who had attended the conference. When it was agreed to hold 
this year’s conference in New York he had been very apprehensive that it 
would mean a poor attendance, but in actual fact, although he had no official 
figures, he believed that the attendance at the New York conference had been 
a record. This was a fine thing. He recalled Reed Chambers’ remarks about 
the late Dave Beebe. It had always been in Dave’s mind that sooner or later 
the Union must have its general meeting in New York and he ought to have 
lived for this day. [Prolonged applause.] 

Mr. Hansson as the newly elected President expressed the thanks of the 
delegates and their wives to the U. S. A. I. G., and particularly to Mr. Reed 
Chambers, Mr. Al Smith and Mr. Frank X. Mara for their wonderful hos- 
pitality and for all the work of organisation which had contributed to the 
success of the meeting and which he was sure would make the forthcoming 
two or three days of relaxation and entertainment equally fruitful and 
enjoyable. [Prolonged applause. ] 

The meeting closed at 1 p. m. 





INTERNATIONAL UNION OF AVIATION INSURERS—DRAFT MINUTES, ANNUAL 
GENERAL MEETING HELD IN ToRQUAY, OCTOBER 2-3, 1956 

Present 

Mr. Per M. Hansson (President) in the chair. 

Belgium: Compagnie Belge d’Assurances Aviation S. A.—Mr. A. de Walque. 

Czechoslovakia: First Bohemian Reinsurance Bank—Mr. Z. Pesek. 

Egypt: Misr Insurance Company, 8. A. E.—Dr. Mohamed Aly Arafa, Mr. 
Gamal Elhakim. 

Fire: The Insurance Corporation of Ireland, Ltd.—Mr. P. W. Redmond. 

France: Association Générale des Sociétés d’Assurances contre les Accidents— 
Mr. G. de Beaucorps, Mr. A. Cannet, Mr. R. Gravelin, Mr. L. Porte, Mr. J. Rebat- 
tet, Colonel J. Veron. 

Germany : The Deutscher Luftpool—Mr. V. Fritsche, Dr. C. Pfeiffer, Dr. H. H. 
Wimmer. 

Great Britain: 

Aviation & General Insurance Co., Ltd—Mr. L. Murray-Stewart, Mr. P. E. 
Mortimer. . 

Aviation Insurance Offices’ Association—Mr. E. G. Thomas, Mr. G. E. Clair. 

The British Aviation Insurance Co., Ltd.—Mr, R. H. Jennens. 

Holland: De Nederlandsche Luchtvaartpool N. V—Mr. W. de Viaming, Mr. 
A. B. André de la Porte, Mr. H. Caviet. 

Italy : Consorzio Italiano di Assicuracioni Aeronautiche—Dr. Bruno de Mori. 

Denmark: 

Den Nordiska Poolen for Luftfartforsakring. 

Dansk Pool for Luftfartforsikring—Mr. Helge V. Bundesen, Mr. August Jen- 
sen. 

Finland: Finsk Flugforsakringspool—Mr. V. F. Nygren. 

Norway : Norsk Flyforsikringspool—Mr. J. Holst-Larsen. 
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Sweden: Svenska Flygforsakringspoolen—Mr. C. Juhlin Dannfelt, Mr. Ake 
Hammarlund. 

Spain: Agrupacion de Aseguradores de Riesgos de Aviacion—Mr. L. F. 
Agudin, Mr. L. Hermida. 

Switzerland: 

Accident & Casualty Insurance Company of Winterthur—Dr. W. Meyer. 

Helvetia-Accident, Swiss Insurance Company, Zurich—Mr. D. Hagmann. 

Swiss Reinsurance Co.—Mr. V. Tisi, Dr. lk. A. Kubli. 

United States of America: United States Aviation Underwriters, Inc. —Mr. 
A. J. Smith. 

Observers: 

Aviation Insurance Offices’ Association—Mr. D. Burbridge, Mr. J. L. Sage, Mr. 
J. W. Hoggard, Mr. W. Bentley, Mr. G. H. T. Humphreys, Mr. G. E. Willett, Mr. 
E. O. Waiklin. 

Lloyd's Aviation Underwriters’ Association—Mr. E. R. H. Hill. 

In attendance: Mr. Alan Goodfellow, legal adviser; Mr. P. Langmead, general 
secretary ; Miss M. G. Bett, Miss D. M. A. Wilson, central office. 


ANNUAL GENERAL MEETING, 1956 

1. Address of welcome 

The President formally declared the Annual General Meeting open, and 
ealled upon Mr. Lindsey Murray-Stewart who, on behalf of the British hosts, 
extended a very warm welcome to all members present. He stated that it was 
ten years since they had held the Annual Meeting in England, and he was glad 
to see present once again so many old friends. It was a particular pleasure 
to see those who had regularly attended meetings since the Union was formed 
more than 22 years ago. He hoped that the work of the meeting would be in- 
spired by their pleasant surroundings, and expressed a sincere wish for a 
successful Conference and that members would take away with them happy 
memories of Torquay. 

In reply, the President, on behalf of all members, expressed his appreciation 
of Mr. Murray-Stewart’s welcome, and he thanked the British hosts for the 
excellent arrangements which had been made for their stay. 


2. Minutes of previous meeting 


The President stated that in accordance with the Statutes and Regulations, 
the draft minutes of the Annual General Meeting held in Oslo in 1955 had been 
circulated and that subsequent minor amendments had been inserted therein 
There being no comments, the President declared the minutes accepted, in 
accordance with the Statutes and Internal Regulations. 


3. Captain A. G. Lamplugh, C. B. BE. 


The President reported with deep regret the death on the 15th December, 
1955, of Captain Lamplugh, founder member, past President, and honorary 
life Vice President of the I. U. A. I. and, after referring to Captain Lamplugh’s 
outstanding character and his services to the Union, asked members to stand 
in silent tribute to his memory. 

Mr. Goodfellow then stated that the late Captain Lamplugh had made pro- 
vision in his will for the distribution of gifts to friends and associations with 
whom he had been connected during his lifetime. The Union had been very 
dear to his heart and as a gift of remnembrance it had been decided to present 
to the I. U. A. I. a Chairman’s block and gavel. 

Mr. Goodfellow and Miss Bett thereupon presented to the President in the 
name of Captain Lamplugh a gavel in the shape of the letter “L” and the block 
inscribed “In Memoriam Alfred Gilmer Lamplugh, C. B. E. (“Lamps”) First 
President of the Union.” 

The President, on behalf of all members, expressed appreciation of the gift 
which he said would always remind them of the strong personality and au- 
thority of the donor. 

4. President’s report 

Before dealing with the work of the Union during the past year, the President 
extended a hearty welcome to delegates present at an Annual General Meeting 
for the first time, and he hoped they would benefit from the discussions on 
mutual problems which would ensue. He was particularly pleased to welcome 
as an observer Mr. E. R. H. Hill, Chairman of Lloyd’s Aviation Underwriters’ 
Association, who last attended a meeting in Berlin in 1938. Out of 23 members, 





ie 


THE INSURANCE INDUSTRY 645 


17 were represented, those absent being the Companhia de Segures Imperio 
8S. A. R. L., De Nieuwe Eerste Nederlandsche N. V., L’Ethniki Société Anonyme 
Hellénique d’Assurances Générales, the Marine & Fire Association of Japan, 
the New India Assurance Co., Ltd., and the Zurich Insurance Company. Personal 
apologies for absence had been received. 

Turning to the activities of the Union, the President reminded members that 
at the last meeting the General Secretary had been present for the first time, 
and that the occasion marked the setting up of a permanent Central Office. 
He thought that the wisdom of their decision to appoint a permanent secretariat 
was borne out by the progress during the past year, and he hoped that all 
members would make use of the facilities now available to them at Central 
Office in London, 

During the year the Union had inaugurated a Quarterly Bulletin which, 
judging from the congratulatory comments he had received, had been welcomed 
and he hoped that the publication would be continued and even expanded, thus 
encouraging greater understanding and dissemination of information between 
members on major problems of mutual interest. He asked members to cooperate 
actively in the success of the Bulletin by supplying as much information as 
possible. 

He reported that the Underwriting Subcommittee and the Technical and 
Statistical Subcommittee had met three times during the year, and that a 
number of subjects had been discussed which would be dealt with in detail 
upon the Committees’ reports under later items in the agenda. The Subcommittee 
set up to consider the voting rights of members had also met, and a report 
had been submitted for consideration at that meeting. 

The General Secretary had visited several European members and the Presi- 
dent thought that the trip had been most valuable in that it gave the General 
Secretary an opportunity not only of meeting members personally, apart from 
at the Annual General Meetings, but also a better understanding of the problems 
of each separate market. 

The Union had been represented at the International Conference at The 
Hague concerned with revisions of the Warsaw Convention, by the General 
Secretary and the Legal Adviser. The official views of the Union on the pro- 
posed amendments to the Convention had previously been conveyed to I. C. A. O. 
in writing, but the opportunity was given at The Hague verbally to amplify 
the views of insurers. Although not all of the representations submitted by the 
I. U. A. I. had been reflected in the protocol, the respect shown for the state- 
ments by the Union indicated the importance of maintaining close association 
with I. C. A. O., and the personal contact which the two observers were able to 
make evidenced the growing importance of the Union in the international sphere. 
This progress in the status of the Union was further exemplified by an invita- 
tion to attend a meeting of the European Civil Aviation Conference at Stras- 
bourg in November, 1955, and the Annaul General Meeting of I. A. T. A. at 
Edinburgh. The European Civil Aviation Conference had been attended by the 
General Secretary and a report of the proceedings circulated to members. 

With regard to the I. A. T. A. meeting which the General Secretary also at- 
tended, while immediate tangible results could not be expected, his presence 
gave him the opportunity of establishing personal contact with members of 
I. A. T. A. and of discussing a number of problems. It was unfortunately an 
undeniable fact that many people outside insurance looked upon the business 
with a certain amount of suspicion. The tendency was for I. A. T. A. to deal 
with their own problems in their own way and then to present them to insurers 
to solve from the insurance aspect. There seemed to be a fear in I. A. T. A. of 
close collaboration with insurers on an official basis on the grounds that this 
might represent an encroachment on their own private sphere. This was not 
the view of the Union and there seemed to be a growing feeling within I. A. T. A. 
that closer contact with us might also be to their advantage. 

Dealing with the aviation market generally, the President said that the pres- 
ent trend in aviation business was well known to members of the Union and they 
were now in the position where the outlook was a little gloomy. A progressive 
reduction in rates had taken place over the past few years and while individual 
results might vary it was probably correct to say that the overall results for 
1955-56 were likely to cause underwriters to view the future with some appre- 
hension. It was to be hoped that out of the present situation would grow a 
mutual understanding, not only among members within the Union, but also by 
other very important organisations outside, of the desirability for closer coopera- 
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tion between all parties interested in international aviation insurance. Nobody, 
he believed, would desire rating agreements or cartel building which would 
hamper free competition and enterprise, but they had all seen examples of 
international understandings in other spheres of insurance which with free 
maintenance of every underwriter’s and company’s freedom, nevertheless were 
for the mutual benefit of everybody, including clients who, in the long run, 
benefited from a strong international insurance market capable of catering for 
their needs. What the future had in store no one knew and estimates of 
expansion in air transport varied a great deal, but all would agree that tre- 
mendous developments lay ahead. It might be thought that civil aviation had 
already reached considerable proportions, but the President was convinced that 
they had seen not more than the beginning and the probable progress within 
the next twenty years could not be conceived by those present that day. It was 
his conviction that the Union would have a great and important role to fulfill in 
the future. 


5. Membership 


Two applications for membership were placed before members for considera- 
tion, together with the views of the Membership Subcommittee. 

(1) Forsikringsaktieselskaberne Nordlyset—This company had first ap- 
proached the Union in 1954, but did not submit an official application until 1955, 
too late to be dealt with in accordance with the Statutes at the Annual General 
Meeting that year. The application had been discussed by the Membership Sub- 
committee after consultation with the existing member, in accordance with usual 
practice, and it was the considered view of the Subcommittee that the company 
had not at this time attained the essential qualification for membership. It 
was therefore recommended by the Subcommittee that the application be not ac- 
eepted, but that such decision would not preclude consideration of a further ap- 
plication from the company when its net premium retention increased sub- 
stantially. 

There being no contrary comments from the floor of the meeting, it was unan- 
imously agreed that Forsikringsaktieselskaberne Nordlyset be not elected to 
membership at the present time. 

(2) State Insurance Institution of F. P. R. of Yugoslavia (DOZ).—The Mem- 
bership Subcommittee had considered an application from the above and in view 
of the volume of business transacted, together with the general status of the 
organisation, unanimously recommended acceptance. 

There being no contrary comments from the floor of the meeting, it was unan- 
imously agreed that “The State Insurance Institution of F. P. R. of Yugoslavia 
(DOZ) be elected to membership as from the 1st January, 1957”. 

(3) Aviation Reinsurance Group.—An application had been submitted by the 
above organisation which had started operating in the London market on Ist 
September, 1956, with Mr. W. J. Floyd (late “Aviation & General’’) as under- 
writer, and representing the following: 


Munich Reinsurance Company, Ltd. 
Universeele Reinsurance Company, Ltd 
The Victory Insurance Company, Ltd. 
Nye Dansk Insurance Company, Ltd. 


As the organization had only recently started business and bearing in mind 
the rules of membership regarding volume of business transacted, the President 
stated that he had anticipated the wishes of members by verbally suggesting to 
the applicants that the matter be deferred until the next meeting when mem- 
bers would welcome an opportunity of considering the application. 

The action taken by the President was endorsed by the meeting. 

(4) Membership Generally—The President, reviewing the potential mem- 
bership of the Union, expressed the view that wherever there were organisations, 
either companies actually underwriting or groups or associations dealing with 
the problems of aviation insurance, an effort should be made to secure their 
membership, thus widening the scope of the work of the Union and adding to 
its importance. He did not advocate a deliberate canvassing for membership, 
but nevertheless he asked members to bear in mind possible candidates, and if 
they knew of organisations who seemed eligible for election, they should contact 
either him or the General Secretary. 

Contacts had been established which he hoped would have a favourable result. 
He had been in touch with one Mexican company who had now indicated their 
view that the Association of Mexican Insurance Companies should be invited 
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to become members. The Membership Subcommittee had considered the matter, 
but felt that as that association was not concerned primarily with aviation 
insurance matters, but was one similar to the British Insurance Association 
dealing with all spheres of insurance, it did not qualify for membership of the 
Union. If, however, a group of companies should be formed in Mexico dealing 
solely with aviation problems, then an application would be welcomed. 

An enquiry had been received from a company in Palestine and it was possible 
that an application would materialise in due course. The Subcommittee had 
discussed with Mr. Smith the question of other aviation insurance companies or 
groups in the U. S. joining the Union, but while there were a number of qualified 
candidates they did not seem at present eager to apply. 

There had been some reorganisation in the Indian aviation insurance. market 
and it appeared that a new group had been constituted of which the New India 
were the leaders. The latter were already members of the Union and there did 
not seem any reason for making an approach in that direction at the moment. 
If the Pool wished to make application, that was a matter for them and would 
receive consideration when the time came. 

With regard to Spain, an application had been received from the “Iberia”, 
but was not proceeded with at their request, and the President hoped the Spanish 
representatives would clarify the position. He repeated his request that all 
members constantly bear in mind the question of expanding the membership. 

On behalf of the Spanish Pool, Mr. Agudin stated that the position with regard 
to “Iberia” was similar to that in the previous year. Conversations were being 
held between the company and the Group and there seemed a 90 percent prob- 
ability that they would join the “Agrupacion”. They believed that the question 
would be decided before the next Annual General Meeting. 


6. Reports from national markets—Form of report 


Written reports had been circulated prior to the meeting by members repre- 
senting 12 national markets. Reports had not been received from Greece, 
Czechoslovakia, Ireland, Japan and India. Mr. Redmond indicated that a writ- 
ten report on the Irish market had been forwarded to Central Office too late for 
circulation, but that this would be sent to members as soon as possible. There 
had been no major casualties and the volume of aviation business in their 
country was small. 

With regard to the position in Czechoslovakia, Mr. Pesek submitted a verbal 
report. At the present time there was dense internal traffic in Czechoslovakia 
on short routes with small aircraft. The Czechoslovak Airlines insured 
passenger liability only, but as the airline was intending to equip with larger 
and expensive aircraft, it was believed that the question of hull reinsurance 
would arise. Mr. Pesek stated that they were anxious to be prepared should 
the question of insurance arise and to do their best to see that a start was 
made on sound principles. There were no important losses in 1955, and the 
profit came close to 45 percent. 

The President asked for comments on the national reports and Mr. Goodfellow 
raised the question whether, without seeking to standardise market reports 
completely, their value would be increased if members could be advised of the 
nature of the information desired. He compared the extremely detailed and 
valuable report from the U. S. with others, and suggested that reports as a 
whole could be improved as the result of some direction as to the minimum 
amount of information to be included. He congratulated two of the newer 
members, Spain and Portugal, on what he thought were very good reports. 

The president pointed out that the subject had been discussed at Oslo and a 
decision minuted to the effect that the present form of report should continue 
except that figures be expressed in terms of dollars. It was, however, open to 
members to debate the matter further. 

Dr. de Mori referred to the practice adopted by the Credit Association of 
Berne by which guidance was furnished to members as to the minimum data 
required, and he felt that this practice added considerably to the value of reports. 

Dr. Wimmer supported this view and suggested that it was not necessary to 
have a long report, but that it would be helpful if the information it contained 
were subdivided into classes of business. It was not necessary to standardise 
the form completely, but members should be invited to furnish comments on 
specific points. 

Mr. Hagmann also supported the principle that while the free form of report 
should be retained, it might be wise to suggest matters which should be covered. 

Mr. de Vlaming did not feel that a set formula would be successful because 
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some members might not wish to disclose figures. He thought it was a matter 
of internal organisation. The reports were prepared by a member of the staff 
who might not be aware how far he could go and it was the responsibility of 
the member himself to bring the report up to the level which they knew would 
be appreciated at meetings. 

Summing up the position, the President thought the general feeling was that 
a standard form be drawn up with certain fixed headings rather as a reminder 
to members as to the nature of the information desired than as a standard form 
which must be rigidly followed. He thought the suggestion a wise one since 
it would not hamper members in dealing freely with any points they wished and 
at the same time it was open to them not to report on any particular item if 
they did not so desire. 

It was thereupon agreed that the General Secretary draw up a draft form 


containing main headings for circulation to members as an indication of the 
form the market report should take. 


7. Undericriting Subcommittee 


Mr. Jennens referred to the Subcommittee meetings held at Zurich and in 
Brussels and took the opportunity of thanking the hosts in both these countries 
for their magnificient hospitality to members of the Committees. He submitted 
a full report on the work carried out by the Underwriting Subcommittee, which 
is attached as Appendix A to these minutes. 

The President thanked Mr. Jennens for his informative report and invited 
general discussion. 


Profits Commission 


Referring to the report, Mr. Smith indicated that he wished to start discussion 
on some of the underwriting problems mentioned. In connection with profits 
commission, he believed that the expression used was “brokers object or refuse 
to return profit commission” and he asked why underwriters permitted it. Why 
could they not get together and at the inception of the policy or risk involving 
a profit commission return, make it clear that the broker must. They could all 
agree that it was unsound and he thought that if they all made a stand on that 
point it would not be long before this practice to which they objected would cease 
to exist. He did not know whether it would be considered an unpractical sug- 
gestion. From the United States point of view he did not think so, but if they 
were in competition, for example, with the London market where it was agreed 
to return all premium without refund of commission, they might be forced to 
adopt the same practice in order to obtain business. It seemed to him typical 
of the type of matter about which he had been ta'king for years without getting 
into the question of rate. It was a vicious and unsound practice and he asked why 
they could not all agree to stop it. Brokers should not be permitted to tell under- 
writers how to run their own business. 

Mr. Thomas thought there was a great deal of merit in Mr. Smith’s remarks, 
but where the London market was concerned members round the table repre- 
sented only a half of it and he thought that before being able to give effect to 
Mr. Smith’s suggestion, there would have to be a willing agreement from L'oyd’s 
underwriters and he asked for Mr. Hill’s observations. 

Mr. Hill indicated that there would no doubt be great difficulty in securing 
agreement between his members and the outside market, but having agreed on 
one or two cases in the past on specific matters, he thought that if a suitable 
profit commission endorsement were drawn up there would be no harm in at- 
tempting to secure agreement. The difficulty as he saw it was that the practice 
had been in use for several years and it would be difficult to obtain the agree- 
ment of those using the present type of profit commission endorsement to alter 
it to one where the broker did not get a return. However, he thought it would 
be worth trying and the meeting was assured of his utmost cooperation. 

Mr. Humphreys expressed the view that in addition to trying to devise a 
suitable clause, an answer should be prepared for those brokers who invariably 
suggested that they were being penalised in introducing profitable business. 


New Type Aircraft 


Mr. Thomas referred to the report of the Underwriting Subcommittee with 
regard to new types of aircraft, particularly the American jets. It was obvious 
that there were few airfields ready to take them at the present time and, in 
addition to hull damage, there was the possibility of increased liabilities for 
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airport operators, etc. They were advancing into something new, and he asked 
Mr. Smith if he could tell them approximately when the new jets were to be put 
on the market or when brokers would approach underwriters as to the cost of 
insuring them. 

Mr. Smith thought that they might expect the Boeing 707 at least for test 
flight risks on the manufacturers’ policy in late 1958 and he believed that Pan 
American would probably be the first carrier to use jets world wide in the 
spring of 1959. Before leaving the United States he had investigated the posi- 
tion to date and it appeared that 203 aircraft of jet type were on order and 
that in terms of insurance this represented a considerable sum. Seating ca- 
pacity would average about 90, but in extreme cases would, he believed, be as 
high as 130 passengers. The prospect of the introduction of jet aircraft and 
the auxiliary liabilities arising therefrom emphasised more than ever that they 
must strive as far as possible to keep the market together world wide. Un- 
fortunately, it seemed that wherever they looked they were going into the new 
jet phase faced with a fine accumulation of red figures. It would be his guess 
that any underwriter who showed a profit in 1956 would be exceptional and it 
would be more through good luck than through good judgment. There was 
continual talk of unsound practices and ridiculous rate structures and they had 
reached a point, so far as the U. S. A. I. G. was concerned, where they had to 
plead guilty with the rest. They were writing business at rates which frankly 
they (id not believe in. They knew they were producing only red figures, but 
they had been forced into unsound practices and in particular in matters of 
rating because of competition, and they had reached the point where it was a 
ease of meeting competition or perhaps sacrificing in one year about 50 percent 
of their premium income. The result had been a continual downward trend in 
rates and he cited the industrial aid hull risks where rate cutting had been 
most vicious. J)uring his visit to London less than two years ago the average 
hull rate for this type of risk had been in the region of $2.50 and suddenly on 
an American risk in competition with the London market the rate was reduced 
to $1.90. They thought that this was completely ridiculous but to-day they 
were bound to do it. He had heard of a rate of 85 cents, and though he had 
not seen it he had no doubt that it existed. They had been forced as low as 
one dollar in order to protect the business on their books. He himself was 
largely responsible for adopting the policy that they were not going to lose 
bus'ness to anybody. He did not seek to take business at these rates, but if a 
risk were especially desirable from every underwriting concept, he was prepared 
to be flexible. The effect had spread all through the market and it did not 
need statistics to visualise that a dollar rate less expenses would produce noth- 
ing but very high and unprofitable loss ratios. He did not know how they 
would obtain an increase in rates in future. It appeared that sometimes things 
had to get worse before they got better, but he feared that as the result of this 
constant reduction they were going to face the jet age in the red and possibly 
with a smaller market. They were going to need the entire world market to 
cover the new values and the additional liabilities which went with them. 

He dd not wish to appear to be attacking the London market; perhaps there 
were other markets which in their own way were contributing to this experi- 
ence in competition. They themselves had domestic competition in addition to 
that from the London market. They were confined by their anti trust laws, but 
in spite of these he thought they could see a way of getting together in the 
U. S. However, every discussion on the subject led to the question of what use 
their getting together was so long as the London market was prepared to do 
Silly things and he thought that basically this was the whole trouble. He had 
been hearing for some time about talks in the London market concerning a 
joint hull agreement, and he was sorry to learn, as he was sure were many 
underwriting members of Lloyd’s and the British companies, that a working 
agreement had not been achieved. He hoped the position could be remedied be- 
cause it did not need too much experience and too many figures to know that 
they were all doing silly things and that they must correct the situation or 
they would have some very bad days ahead. 

Referring to new type aircraft, Mr. Clair stated that the U. S. A. I. G. had 
supplied certain data in connection with the investigation which the Union was 
conducting, and he thought it well to mention that for some American types of 
aircraft when new, the actual loss ratio on aircraft produced was in the region 
of 25 percent. The General Secretary was still awaiting returns and they could 
not collate figures, but he had ascertained some approximate figures with regard 
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to the British position which he thought they ought to keep in mind because 
they emphasised Mr. Smifh’s warning to them. 

In the case of the Hermes there had been a 25-percent loss of aircraft. 
Losses partial and total of the Comet during the earlier years of operation 
amounted to nearly 30 percent. In this connection he pointed out that they re- 
garded the risk as a standard one at the time and no extra premium had been 
received. The Tudor showed a loss ratio of 25 percent. 

He emphasized that these figures were not exact, but that they did confirm 
the data supplied by the U. 8. A. I. G. and indicated that the rating of new 
type aircraft required serious consideration. 

Mr. Jennens drew attention to an enquiry on behalf of an operator in the 
British Commonwealth who had ordered American jet aircraft. The airline had 
asked what reduction they were going to receive. They had been informed 
that it was too early to quote a rate, but in any case it would probably be 
higher than at present. 

Continuing the discussion, Mr. Smith intimated that although they had not 
discussed the question of rating, they had been asked if the present pattern with 
regard to the test risk of the Boeing 707 would be similar in the future. He 
had given no indication, but it had been their experience since the beginning 
of two-engined aircraft that newly commissioned aircraft had had difficulties 
and it was their feeling that even after extensive examination by engineers and 
others, jet aircraft would still have their difficulties which would be more 
expensive than formerly. 

Without attempting detailed consideration of a hull rate, their broad prin- 
ciple was that whatever the rate it must be loaded to take care of the possi- 
bility and the probability of difficulties occurring. He was of the opinion that 
in whatever terms they thought of a rate, and here he included the sounder 
elements of the London market, the first underwriter who cut the rate will have 
“cut it across the board”’. 

In reply to a question by the President, Mr. Smith stated that during the first 
year of flying with the Boeing 707 they had written a policy for a period of 350 
hours, or two years’ flying, whichever might first elapse. Upon completion of 
350 hours the policy had been renewed on the same pattern at a reduced rate, 
50 percent being placed in the London market and 50 percent in the U.S. A. The 
aircraft had now flown between 500-800 hours and they were on the point of 
asking for a reduction in the insured value because that particular model would 
be of no real value when the new aircraft were in operation and they did not 
wish to have $7,500,000 on risk for something which was of no value to them 
and they hoped shortly to secure a reduction in the insured value. 


Hull and Liability Insurance 


Referring to combined hull and liability insurance, Mr. Smith stated that this 
was a matter they had been criticising for some years and he contended that 
worse than the combined form was the practice of covering hull and liability 
under one policy where the policy rating was based on the aircraft hull value 
only. He noted that one large airline had only just renewed on the same basis 
and he thought that this was ridiculous. 

The President fully agreed, and he thought that it was a practice which, 
from the underwriting point of view, was undesirable and also from the point of 
view of the airline. Nevertheless, a contract had just been renewed for a two 
year period and the management of that airline seemed still to believe that it 
gave them an overall better rating. 


Long Term Policies 


Referring to long term policies, Dr. Wimmer was not clear if he had correctly 
interpreted the comments of the Underwriting Subcommittee on long term 
policies, but he thought that it was not against long term policies provided that 
new types of aircraft received special treatment. It was his view that in the 
situation with which they were faced at present there were many apprehensions 
at the continued lowering of rates and that it was dangerous to accept long term 
policies for fleets since if in the second year rates went even lower it would be 
difficult to deny a client who also sought a reduction. On the other hand, if 
there had been a bad experience then under a long term contract insurers would 
be in the position of having to maintain the contract in force and for that 
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reason he felt it was dangerous to agree to long term policies at this particular 
period. 

Mr. Walklin subscribed to this view and felt that long term agreements should 
be regarded as unsound underwriting practice having regard to the difficulties 
which faced them in the aviation market at the present time. There was little 
use in a long term agreement which contained a provision for cancellation on 
either side and an up and down rate structure. They did not receive the 
premium in advance and the arrangement was merely a different way of saying 
that business would be placed with a group for a certain period and rates 
agreed each year. Long term agreements expressed in these terms should not 
really be started and helped neither airlines nor underwriters. It would be 
preferalle to declare them an unsound underwriting practice and he advocated 
returning to an annual basis where the risk came up for revision and the whole 
position was renewed afresh each year. 

Mr. Jennens, speaking as a member of the B, A. I. C. and not as Chairman of 
the Underwriting Subcommittee, wholeheartedly supported the views expressed 
by the previous two speakers. 

Mr. Clair drew attention to the remarks of the Chairman of K. L. M. who 
complained that airlines were being used as an experimental laboratory by the 
manufacturers. If that were the case it should make underwriters think again 
about long term policies and while they would take a stand with their other 
British friends, once a rush started in London it was very difficult to know 
what to do. 

Mr. de Vlaming, having noted the discussion on long term policies, re- 
minded the meeting that they had had a long term contract with K. L. M. which 
they as insurers had wished to continue, but as rates were going down it had 
certainly not been in the interests of the airline to renew for long periods. 
Insurers were now faced with a different picture and he felt that at the present 
time their attitude should be that they would not start long term contracts. 
On the other hand, he suggested, if competition continued then it might be a good 
plan to have long term contracts with low rates because it seemed that the only 
way to achieve an understanding in the insurance market was through suffering 
heavy losses. 

Mr. Smith did not fully support the condemnation of long term contracts. 
They were not a new idea and he thought it depended on the system of rating. 
In the U. S. they would not think in terms of a three year policy at a fixed rate. 
If they adopted a three year plan they would provide for an annual adjustment 
of rates upwards and downwards. The point was that in many cases they were 
not, in fact, three year covers for the underwriters. There was always provi- 
sion for the insured or broker to cancel the contract at the end of a year without 
penalty and he thought that this was a question on which they must be practical. 
Although at one time in the U. 8S. they had not agreed, he now thought it reason- 
able for an airline to require a three year plan and that insurers must face a 
growing demand for three year contracts from airlines, particularly the large 
ones. It was up to them as prudent underwriters to protect themselves, and he 
suggested that if they were to have three year contracts then there should be 
a stiff penalty in cases where the insured desired to cancel at the end of a year. 
His organisation would never bind itself to a noncancellable contract because its 
member companies would not agree. They would enter a three year contract 
in good faith but if after having entered they decided to retire they would wish 
to be able to do so. He emphasised that his suggestion that they take a broader 
view on the question of three year contracts applied only to airlines. 

With regard to industrial aid, it was a different matter. Here they were deal- 
ing mostly with individual aircraft at a fixed rate. Six months ago they thought 
they had reached finality, but rates were still going down and brokers had now 
reached a point where they were complaining about rates because they could 
not make enough commission. The distinction in his mind was that for the 
most part the airlines would be on a contract basis and if they were dealing with 
fair people they would normally expect to pay more following bad experience 
and losses which spoilt the record. However, he thought of individual aircraft 
in terms of being class rated. He hoped that they were now at the bottom of 
the rate structure as regards industrial aid aircraft and he thought that the 
small broker also felt that this was so and that was why they were urging three 
year contracts. Mr. Smith could not understand why anyone would wish to 
contract on a three year period at a fixed rate of premium in this class of 
business. 
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First Loss Cover 


Mr. Smith, referring to first loss cover on hulls, asked if the agreement had 
the entire support of the London market, including Lloyd’s. 

Mr. Hill replied that at the moment this was so and he thought most of Lioyd’s 
underwriters were including it in their treaties, but he was unable to forecast 
the future. 

I. A.T. A. Conditions of Contract 


At the request of the President, the General Secretary reported on the proposed 
amendments to the I. A. T. A. Conditions of Contract. These were being voted 
upon by the I. A. T. A. carriers and it was proposed that they become : ffective 
from the 1st January, 1957. It had not been possible to acquaint members of 
the Union with details of the changes earlier, but the Legal Adviser had circu- 
lated his opinion and the matter had been discussed at the Underwriting Subcom- 
mittee held the previous day. Time had not been sufficient to allow detailed 
consideration of the matter and as the Union had not been officially approached 
to comment on the proposed changes, it was felt that no official comments should 
be forwarded to I. A. T. A. Nevertheless, the Subcommittee felt that some 
representation should be made and it had therefore been agreed that the General 
Secretary informally advise I. A. T. A. that there had not been sufficient time to 
study the matter fully and that it appeared to raise certain difficulties from the 
insurance point of view. The General Secretary further reported that since 
the Subcommittee meeting he had received a telephone call from Paris sug- 
gesting that a member of I. A. T. A., who was visiting London the following 
week, call upon the General Secretary with a view to discussing the amendments 
further. 

Commenting upon the I. A. T. A. Conditions of Contract, Mr. Goodfellow 
reminded the meeting that time was short and that unless there was a postpone- 
ment on the part of I. A. T. A., and in this he did not think they could help 
themselves owing to the attitude of the American C. A. B., insurers would be 
faced on their passenger and baggage liability insurance with a new puosition 
and new liabilities as from Ist January, 1957. It.was difficult for the 1. U. A. IL. 
to take the matter up officially at the moment with I. A. T. A. because we had 
not been officially approached, but pending the forthcoming discussion between 
the General Secretary and a member from I. A. T. A. in London, the Under- 
writing Subcommittee felt that underwriters should get into touch with their 
own insured with a view to discussing such alterations as might be necessary 
in their insurance coverages to meet the new situation. It should be brought 
home to the airlines and aircraft operators that the alterations would mean 
altered insurance coverages in many cases. He had already circulated notes 
on the matter and had informed the Subcommittee that he would prepare a 
eomparative table for circulation to members showing the liabilities under the 
existing conditions with what he thought would be the appropriate liabilities 
under the revised conditions. 


Interchange of Aircraft 


The General Secretary stated that this item appeared on the agenda in accord- 
ance with an instruction of the Underwriting Sub-Committee that he obtain fur- 
ther information on the subject for report to members at the Annual General 
Meeting. The matter had been raised at the European Civil Aviation Conference 
and since that date the Union had received a communication from I. C. A. O. ona 
proposed Hire, Charter and Interchange of Aircraft Convention. Details of the 
Convention had been circulated to members, but in view of the short time for 
consideration before the Annual Meeting, he suggested that members might pre- 
fer to defer discussion at that time. He added that a reply had been requested 
by I. C. A. O. before 1st December. 

Mr. Goodfellow reminded the meeting that his comments on the proposed Con- 
vention had already been circulated, and he welcomed questions on any points 
which were not clear. The main item of concern to him from the leg:l aspect 
was that in all cases of hire and interchange the owners and operators of aircraft 
concerned would be jointly and severally liable to passengers or consignors or 
eonsignees of goods which would be an extension of the principle that anyone who 
owned an aircraft owned something dangerous and had to accept liability merely 
by reason of the fact that he owned it, although he did not know what it was 
proposed to do about third party and collision damage. By way of example, he 
explained that at the moment if an owner of an aircraft hired it out and the 
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hirer operated it with his own crew, the passenger and freight liability was 
that of the hirer and the owner was liable only if the aircraft was defective to 
his knowledge or he ought to have known that it was defective and there was an 
accident by reason of that defect. In those circumstances the owner :could: be 
sued as the provider of an aircraft'in the same way as a manufacturer-could be 
sued if it were a case of bad manufacture. Normally, the mere fact of owner- 
ship would not make the owner liable for the operations of someone to whom 
the aircraft had been hired. He did not know if this matter were of sufficient 
importance to raise at the present time, but he was inclined to think that 
the Union ought to wait for details of the draft Convention, and that it should 
be kept in mind during the discussions on the Convention at a later stage. He 
emphasised the General Secretary’s reminder that the matter was urgent as a 
reply was required by I. C. A. O. by the Ist December. 

After further discussion, it was agreed that members forward to Central Office 
as soon as posisble their comments on the I. C. A. O. questionnaire for consider- 
ation of the Underwriting Subcommittee at an early meeting. 


8. Technical and statistical subcommittee 


Dr. de Mori, as Chairman, reported on the work of the Technical and Statis- 
tical Subcommittee since the last meeting. His report is attached as Appendix 
B to these minutes. 

Commenting on the report, Mr. Thomas stated that he gained the impression 
that the Committee was still frustrated in the compilation of statistics of value 
by lack of basic facts and he did not see how these could be obtained. It might 
be possible to obtain from Government sources numbers of all aircraft registered 
through out the world and to divide these into the various classes of risk, but it 
would then be necessary to obtain particulars of all accidents and relate the 
amount of damage, whether total, severe or minor, to the aircraft on a compa- 
rable basis. This would entail an empirical assessment of the value of damage 
as it would not be possible for Governments to furnish this information. Even 
if it were possible at that stage to present a picture which related to the “burn- 
ing cost,” it would still fall short of the answer required because the actual num- 
ber of aircraft insured would not be known. It seemed to him that statistics 
of this kind presented considerable problems and he was interested to know it 
was anticipated that they could be solved. 

Mr. Smith referred to the difficulty of attempting to relate losses to units of 
exposure and he fully agreed with the remarks made by Mr. Thomas that it would 
be an almost impossible task. In the U. 8. they were required by the Govern- 
ment to prepare figures for distribution to the State Insurance Departments and 
this necessitated the use of punched card systems. In the process they made 
further use of the information they had and attempted to extract statistical 
figures, but even with the resources at their disposal they had reached the point 
where they could not develop the unit of exposure in certain classifications. 
They could do so in relation to hulls where they knew exactly how many 
hulls were insured at a given moment, but not on the liability side. Here all 
that was known, in addition to the broad premium formula, was that at the 
end of a month or a quarter a certain number of miles or hours had been flown. 
They could not, except by a hand count, determine how many aircraft they had 
insured for liabilities. 

Speaking of the Union’s statistical activities in 1949, he recalled that they 
had been unable to progress with a programme of refined statistics and he felt 
that many members would have great difficulty in separating, for example, total 
premium income as between liability and hull. It would be ideal if they could 
have statistics in respect of loss compared with exposure to risk, but he felt it 
was a hopeless task for the Union. He did not, however, think that the Union 
should have no statistics whatsoever. So far as the U. 8. A. I. G. was concerned 
they would have no compunction in furnishing figures. There was no question 
of secrecy. He did, however, warn against attempting a programme which was 
impossible of fulfillment, leaving much to the imagination. Unless statistics were 
accurate, they were of no use at all. He thought that a minimum of statstical 
information restricted to direct premiums and direct losses might be of some 
use if members would agree to supply data in certain broad classifications, with 
reliance on Central Office to publish them as the results of the Union, Personally, 
he would not be disturbed if his figures were disclosed individually, but it may 
be that not everyone felt the same way. He was inclined to advocate broadening 
the statistical programme in relation to premiums and losses, refined as far as 
practical situations would permit. Initially it should be possible for everybody's 
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figures of a similar nature to be combined and members would thereby have the 
benefit of knowing, for example, whether scheduled airline experience for hull and 
passenger liability was good or bad, and if one’s own experience were bad in com- 
parison the chances were that one’s rates were too low. He did not know if it 
were possible for everyone to separate passenger liability from property damage 
as they could in the U. S. They did not combine hull and any sort of casualty 
results in the same class. In summarizing, he suggested that the Statistical 
Committee should attempt a minimum of statistical returns even in premiums and 
losses in certain broad classifications without too much refinement and he thought 
it would be helpful to the Union as a whole. 

With regard to Government statistics, he appreciated the labour which had 
been undertaken, but he was inclined to think that they were useless to them 
as individual members of the Union. In the first place, airlines were, for all 
practical purposes, self rating and one could not make a rate from combined 
statistics. Airline “A’’ who had no losses was not interested in what the average 
was overall. In addition, it was possible to ascertain the same figures produced 
by the Union from other sources and he referred to a comprehensive statistical 
review of airline operations recently produced in London. 

In reply to the previous speaker, Dr. Wimmer thought that there might have 
been a misapprehension when reference was made to the difficulty of separating 
liability and hull premiums. He thought that Dr. de Mori had.in mind only 
the question of hull statistics. With regard to members furnishing information 
on premiums, losses and results, it was doubtful if every member would be dis- 
posed to reveal his results although, like Mr. Smith, he had no objection to 
producing his figures. He thought that the Committee had in mind to compare 
all the risks exposed to hull insurance with the losses. For example, if a port- 
folio contained a number of DC-3’s, some belonging to regular airlines and 
others to charter companies, then it was the intention to take them together 
and to compare on the one side the sums exposed to risk and on the other the 
losses, which would give an indication of the premium for this type of aircraft. 
One could object that if there was the question of insuring a fleet composed of 
different types of aircraft, it would be necessary to calculate an average premium. 
He felt, however, that a comparison of similar types could be made which would 
furnish an indication whether or not the premium was adequate, but he agreed 
that it would be preferable to keep the data required to the minimum to avoid 
the possibility that a number of members could not supply the relevant informa- 
tion if asked for in detail. From the point of view of the German Pool, there 
was no great difficulty because they were soon to conduct an investigation into 
different types of hull from which they could calculate the insured sums and 
the losses. 

Referring to the remarks made by Mr. Thomas, Mr. Hagmann agreed that it 
would be out of the question to extend the scope of the data requested from 
Government sources. He was of the opinion that these could not be carried 
much further then at the present time, but if an extension of the present Gov- 
ernment statistics on the lines referred to by Mr. Thomas could be compiled, 
he felt that it should replace the data which the Union was now getting. Never- 
theless, the figures now being compiled had been of some value. He recalled 
that on the Continent they were always reproached with the fact that their 
personal accident rates were so much higher than those in the U. S. and on 
the basis of the Government statistics they had been able to show that the ratio 
of losses in America was formerly inuch lower than on the Continent. 

With regard to underwriting statistics, he thought it would be a waste of time 
for them to discuss what could and what could not be done. When the question of 
underwriting statistics had been discussed some years ago no progress had been 
made because members were not prepared for business reasons to divulge their 
figures. As they had no General Secretary it would have been necessary to give 
figures to a member company and there was the feeling that one was disclosing 
business secrets. He thought that the question now was whether under the new 
organisation members would be prepared in principle to give their underwriting 
statistics. If this were agreed, then it would be a matter for the Statistical Com- 
mittee to investigate and suggest the minimum required from members in order 
to arrive at some useful statistical data, but until they knew whether or not 
members were prepared to cooperate, there was little purpose in discussing the 
matter further. 

Mr. Murray-Stewart indicated that he was fully in sympathy with Mr. 
Smith’s suggestion and he wished to make it clear that the “Aviation and 
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General” would have no hesitation whatsoever in submitting figures to Central 
Office, provided they were on the broad lines suggested by Mr. Smith and were 
not too detailed. 

Replying to the discussion, Dr. de Mori said he understood perfectly the 
utility of the Government statistics which provided only an index of the 
frequency of claims. He suggested that such an index was useful only for prop- 
erty and life insurance, but that for damage insurance it was necessary to 
ascertain the intensity of partial dangers in total and therefore to know the 
amounts insured and paid. This index, while interesting for the underwriter, 
was not really an underwriting index. He understood the difficulties which had 
been pointed out but he did not believe that it would be insuperable to indicate 
to the General Secretary the amounts insured and claims paid, separated by class 
of hull. It would be possible from this information to ascertain a rate for a 
particular class of aircraft. If the data was separated into countries it would 
provide an international index of losses arising out of the different kind of use 
of the aircraft. He believed that this would be valuable and not very difficult 
to obtain. He had also considered the suggestion submitted by Mr. Smith with 
regard to collection of figures relating to premiums and claims, which was useful 
as an economic statistic. Naturally, the data would have to be classified into 
different classes and he was sure that the Subcommittee would be glad to consider 
the various possible methods. 

Mr. Smith, repeating his belief that it would not be possible to ascertain the 
number of hulls exposed to risk, asked how many members present could in- 
dicate on a given date the number of individual hulls they had on their books. 

Mr. Walklin thought that the information could be obtained provided the 
Statistical Subcommittee directed the energies of the members. For example, if 
results were required for a regular airline, members could be asked to produce 
results on individual airlines with the number of aircraft hulls at risk and the 
amount of claims. This would avoid all members producing the same informa- 
tion. He thought that if they were going to prepare useful statistics it would 
be necessary to follow the formula set out in the statistical publication to which 
reference had been made earlier in the meeting, and for that reason he did not 
completely favour the collection of what Dr. de Mori called economic statistics. 
One company may show a profit and another a loss, but they are only representa- 
tive of a part of the aviation market. 

The President stated that the response to Mr. Smith’s question did not appear 
to encourage an extension of statistical data, but he felt that there were some 
points upon which they could agree and that it was always difficult in a general 
meeting to delve too deeply into matters of detail. He thought that they should 
continue to study the problems and try to evolve a suitable scheme. The minutes 
of the meeting would reveal the difficulties, but he did not think that the subject 
should be dropped. 

He therefore advocated that the Statistical Subcommittee be asked to con- 
tinue to study the subject, a course to which the meeting agreed. It was also 
agreed that the collection of statistical data be centralised in Central Office in 
London. 

Government Statistics 


Upon being asked to submit his report on Government statistics, Dr. Kubli 
stated that he had prepared a report for submission to the meeting, together 
with the preliminary Government statistics which he had handed to members 
that morning. In view of its length, he thought it would be more suitable for 
the report to be published in the Quarterly Bulletin, but that if was the wish 
of the meeting he would make further comments. However, he felt that in 
view of the comments made earlier in relation to Government statistics, it 
would be preferable to leave the subject for report in the Bulletin, as stated. 

On a point of clarification, he asked whether it had been the opinion of the 
meeting that the Government statistics should be continued in the present 
form until such time as a new and better method was found, or whether the 
statistics should be discontinued in favour of underwriting statistics. 

At the suggestion of the President, it was agreed that the present method 
be continued pending any recommendation emanating from the Technical & Sta- 
tistical Subcommittee. 

The Committee also received a statistical report from Colonel Veron, which 
is attached to these minutes as Appendix C. 
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Nuclear Aircraft 


Before leaving the report of the Technical and Statistical Subcommittee, the 
President asked if it had further information on the subject of nuclear aircraft. 

Dr. de Mori indicated that they had discussed atomic risks without result 
and that the question of carriage of isotopes in aircraft had been referred to 
the Underwriting Subcommittee. 

Expanding the remarks on nuclear energy, Dr. Wimmer expressed the view 
that it was an urgent problem. Atomic power was being considered by many 
international bodies and he was not at the moment concerned with nuclear 
propulsion, but it was a fact that many aircraft were carrying isotopes as cargo 
and in view of the third party liability arising in the event of a crash one 
wondered if the risk should be excluded from liability policies. He did not 
know if the hazard fell into the.same. class of risk which was covered..under 
the general third party liability, and he asked for views. It was possible that 
in the event of a crash radio active clouds would be emitted causing catas- 
trophic damage to property and persons and as it was a risk to which they 
were exposed at the present time, he thought that the matter should be studied 
seriously and urgently. 

The President reminded the meeting that the subject had been considered by 
the Joint Committee at Brussels and the following discussion was minuted: 

“That the risk did not add materially to those at present being accepted and 
that in view of the overlap of studies in this particular subject all over the 
world, and as further information could be obtained from the Swiss Reinsurance 
Company, who were investigating the matter on behalf of the Comité Europeen 
des Assurances, it could be left to the General Secretary to advise menbers 
of developments”. 

The President agreed with Dr. Wimmer that losses of the nature described 
might arise immediately, but it was his feeling that as studies were being 
continued in association with the Comité Europeen des Assurances and the local 
atomic insurance committees in nearly all European countries, there was no 
urgent need to form a subcommittee to study this particular problem within 
the Union. 

Mr. Fritsche stated that the question of atomic energy was being widely dis- 
cussed and arising therefrom there were two points. First, the position of 
reactors in relation to fire and accident, and secondly the insurance of isotopes. 
The study of reactor insurance was already being adequately carried on, but so 
far as isotopes were concerned he agreed with Dr. Wimmer that aviation 
insurers were concerned and that an effort should be made to find some solution, 
particularly as they were complaining that the premium level was decreasing. 
He thought it very difficult at this time to discuss whether the risk should be 
either included or excluded, but he suggested that the matter was urgent and 
that while there was an absence of accidents, aviation underwriters should 
initially agree that isotopes be excluded. The risk varied with the different 
types of isotopes and if it were excluded in the first place it would give time 
to study the nature of the risk, and he advocated that a subcommittee should 
consider the matter without delay. 

The President pointed out that all subjects of acute importance were under 
constant study by two Committees and he thought that they need do no more 
than ask these Committees to be aware of the fact that this was a problem which 
they all had to face and on which they had to make up their own minds. He 
felt that most of them were aware of what the situation would be in their own 
countries in the event of loss arising out of the carriage of radio active isotopes 
and causing third party damage. He was very strongly against introducing any 
exclusion clause in policies and he thought that the risk was covered so long as 
there was no specific exclusion clause. 

Upon being put to the vote, it was agreed that the matter be left in suspense 
with a view to discussion later. 

Mr. Fritsche agreed that the matter be discussed by the Underwriting Sub- 
committee, but he felt that the matter should be treated urgently as they were 
being asked for their opinion and they would like the views of the Subcommittee. 


9. Air freight liability 


Mr. Goodfellow reminded members that they had received with the agenda 
his notes on air freight liability. He feared that insurers were not receiving 
the proper rate for insurance of freight liability risks and he understood that in 
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many cases they were being written together with the hull risk at a rate of 
£X per annum per aircraft and on the figures he had available he thought that 
freight liability must be showing a very serious loss. The reason was that in 
most cases they were not receiving an adequate premium for consignments on 
which a special declaration of value was made and they were liable, or might 
be liable, for sums in excess of the Convention limits of 250 gold francs per 
kilogram, even when there was no special declaration. The practice at the 
moment was for almost all consignments of bullion, precious metal and similar 
precious freight to be sent without a special declaration of value for the reason 
that the consignor had already insured the consignment. If the consignment 
were lost the insurers usually sought for some possible basis on which they 
could exercise subrogation rights and so recover the full amount they had had 
to pay out. If there were a technical defect in the consignment note or “faute 
lourde” which they thought could be approximated to “dol” or wilful misconduct, 
they could commence proceedings against the air carrier and even if the carrier’s 
insurer succeeded in any proceedings they would still have to bear the costs of 
fighting the action without having had the premium to cover it. 

A further point made in the memorandum submitted by the Legal Adviser was 
that although in the early days of small aircraft it was held that there was no 
obligation on an air carrier to provide special burglar proof containers for con- 
signments of precious cargo, in these days of aircraft weighing many tons it 
was very doubtful if the Courts would apply the same ruling. Precautions were 
in most cases inadequate, even grossly inadequate, and whenever a loss arose 
for that reason there was a serious risk of a claim based on heavy misconduct 
on the part of the carrier for having charged a 50 percent surcharge for the 
carriage of precious freight and then failing to take adequate steps to protect 
it against burglary and theft. The cargo liability insurers of the carrier were 
running the risk without receiving, in most cases, any premium to cover it. 

He thought that the Union ought to suggest to I. A. T. A. that in their specifica- 
tions for new aircraft they should require some adequate theft proof compart- 
ments for the storage of precious cargo. He also suggested that unless insurers 
were able to obtain a rate of premium based on the actual exposure to risk, 
that is the value of the freight carried, they should limit their liability for 
freight to 250 gold franes per kilogram and the carrier should enter into a 
separate contract for any liability above that figure. He felt that the second 
point would become increasingly important if the new I. A. T. A. proposals for 
amendng the Conditions of Contract were generally accepted because although 
they do not at the moment apply to air freight, he understood that it was the 
intention to do so on the same lines as for registered baggage. Unless the 
liability were limited by an applicable National law or by the Warsaw Conven- 
tion, the carrier would, under the new proposals, accept unlimited liability for 
any freight while in his possession without, so far as he could see, any defence 
whatsoever. 

Mr. de Beaucorps thought that if they carefully examined their records on air 
freight liability they would find that even if they limited cover to Warsaw limits 
they were more often than not “in the red”. They found that under many of 
the covers granted the annual pilferage on drugs and other cargo took most 
of the premium so that even if they took a stand on Warsaw limits there was 
nothing left to cover total loss or a large theft which was bound to happen. As 
well as being inadequate at the present time, he thought that they would have to 
face increases arising out of the new Article 25 and revised limits of the Warsaw 
Convention, in addition to the proposed new Conditions of Contract. He felt, 
therefore, that it was time to consider carefully the assessment of premiums 
which he thought were far too low for this type of risk. 

Mr. Porte added the view that in France all cargo goods were insured under 
a marine policy and that therefore it was a marine question and aviation insurers 
should communicate with marine insurers. They had arrived at the point where 
the marine insurers were receiving the benefits of the premium and that al- 
though aviation insurers were at risk the premium they received was too low to 
cover liabilities. 

Mr. Clair drew attention to a matter on which many London underwriters were 
becoming deeply concerned and which supplemented the facts to which the Legal 
Adviser had rightly drawn attention. They had been insuring the legal liability of 
a British charter company whose aircraft had been hired out to a New York 
airline for the carriage of livestock from the tropics, through London to the U. S. 
A number of claims had been paid and after having been assured that similar oc- 
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curences would not happen again, a claim for $15,000 on one consignment of 
monkeys had been received. The position was most unsatisfactory also in rela- 
tion to the carriage of birds. The assessors had found that about 75 percent died 
and it was difficult to know who really decided what the real loss was. Although 
premiums had been put up two or three times, they were still inadequate unless 
conditions were perfect and the carriage performed by experts. He felt that they 
ought to draw attention to the fact that in addition to the possible loss in connec- 
tion with the carriage of valuables, the carriage of live stock also presented a 
dangerous problem, unless conditions were carefully followed. 

The President expressed the view that while the problems which they were 
discussing were of considerable importance and it may be felt that they should 
be taken up with I. A. T. A. with an indication that unless something was done 
in the matter now it would be necessary to increase the premiums, he felt 
that the Union might receive a rebuff. I. A. T. A. might say “mind your own 
business. You let the international market make quotations and we will find 
whether we can get adequate cover”. He did not feel that it would be prac- 
tical to pass a resolution at the meeting with a view to approaching I. A. T. A. 
and that apart from drawing members’ attention to the fact that this type of 
risk was underrated and if the new conditions of marriage were accepted 
would be even more underrated, they could not do very much. 

Mr. Goodfellow stressed that he was not happy about the continued absence 
of effective security measures in modern airlines for the carriage of precious 
cargo. He felt that thousands of pounds worth of diamonds might easily be 
sent in an ordinary airliner and that both those which existed today and which 
might be introduced in the future contained no chamber in which those goods 
could be stored. He was not clear as to the most effective method of drawing 
the attention of air carriers to this defect and trying to procure remedial 
measures, but I. A. T. A. was the only body he thought to whom representations 
could be made. He suggested that as they now knew that the General Secre- 
tary was to meet a representative of the Legal Committee of I. A. T. A., he 
could raise the point with him at the same time. 

The President drew attention to a recommendation submitted by the Under- 
writing Subcommittee which the Annual General Meeting was required to con- 
firm, that an appropriate communication be forwarded to I. A. T. A. on the 
subject, and he suggested that bearing in mind that the approach should be 
diplomatic and not to unduly upset them, he felt that he could agree to adopt- 
ing the suggestion of the Committee. 

Mr. Jennens suggested as an alternative that each country represented at 
the meeting could take up the question with its own national airlines in order 
to express the views which had been discussed, leaving them to take the matter 
up with I. A. T. A. rather than the Union should do so direct, but he felt it 
was essential that the information should be passed to I. A. T. A. in some way. 

Mr. de Viaming was not in favour of an individual approach to airlines 
on the grounds that members might not be willing to address their own air- 
lines on the subject, and he would prefer that the Union express its anxiety 
toI. A. T. A., leaving aside the question of rating. 

The President thought that the Northern Pool, in discussion with S. A. §8. 
would like to mention it, and he would hope that there would be no objections. 
They were not laying down a rule for compliance by all members, but it was 
only a suggestion to be followed if they were prepared to do so. 

Mr. de Beaucorp felt that an approach either officially or unofficially to 
I. A. T. A. and/or air carriers in each country could not have very quick 
results, and that immediate improvement could only be obtained by agree- 
ments between markets on the assessment of premiums, as suggested by the 
Chairman of the Underwriting Committee. He felt it was high time the posi- 
tion was faced because he was sure that they were sustaining increasingly 
heavy losses every year on this kind of risk. 

The President pointed out that as already had been expressed earlier in the 
meeting, it was impossible to agree on a rate even if the whole world market 
were together, and that it was not the purpose of this Union to proceed on 
these lines. He thought on this point that the meeting could do no more than 
register facts and draw everybody’s attention to the inadequacy of premiums, 
leaving it to every member to obtain the best results possible at the renewal 
of his policies. 

The meeting endorsed this view and without being put to a vote it seemed to 
be generally agreed that, in addition to an individual approach by members to 
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their airlines, the General Secretary should informally discuss the matter with 
representatives of I. A. T. A. on the lines advocated. 


Warsaw Convention 
10. Legal adviser’s report 


Dealing with his report, which had already been circulated to members, 
Mr. Goodfellow referred to the Warsaw Convention and The Hague protocol. 
He thought it fair to say that both to I. A. T. A. and to ourselves the final text 
of The Hague protocol was in several respects disappointing and in particular 
there were still two very awkward points from the insurers’ point of view. 
First, there had been retained and doubled under the new protocol the liability 
for delay unless the carrier could prove that it was unavoidable. He thought 
they all felt that it was unsound and contrary to the interests of safety in 
connection with modern hundred seater aircraft, the captain of which would be 
faced with a potential liability of, say, $150,000 if he decided not to make the 
flight and a competitor successfully did so. Secondly, the protocol had not only 
retained the compulsory rubrics in the documents of carriage, although simpli- 
fied, but had extended the sanction of unlimited liability to the nonissue of 
passenger tickets which did not comply with the Convention requirements. He 
would suggest that if members were approached by their Governments on views 
as to the desirability of early ratification of The Hague protocol, they should 
not express a view either one way or the other, but carefully draw attention to 
the two points he had mentioned as being unsound. 


Collision Convention 


Mr. Goodfellow then referred to the draft Collision Convention. Members, 
he said, did not like the proposed Convention which they considered unnecessary 
and which was dangerous in that it might be a further step towards another 
Convention involving compulsory insurance for limits of liability even higher 
than under the new Rome Convention. The present position was that a motion 
by the U. S. A. and the U. K. for deletion of the draft Convention from the 
agenda of I. C. A. O. had been defeated and it was therefore still on the work 
programme of the Air Transport Committee. It had been for the moment de- 
leted from the programme of the Legal Committee and would in the normal 
course of events be restored, but it would not take precedence to the Hire, 
Charter and Interchange of Aircraft Convention and that on the Status of 
Aircraft. 

Convention on Hire, Charter and Interchange of Aircraft 


With regard to the Convention on Hire, Charter and Interchange of Aircraft, a 
number of important points were raised. Mr. Goodfellow had gathered from 
Mr. Smith that considerable interchanges of aircraft had taken place in the 
U. S. over a period of many years and that there had not been serious problems, 
In their case hull insurance followed the aircraft wherever it went, and it ap- 
peared that they also carried liability insurance in connection with the same 
hull. On that basis, provided one obtained the right premium, the problem ap- 
peared to be fairly simple. He did not know whether at this stage the Union 
would wish to do more than answer the questionnaire from I. ©. A. O. on the 
subject, and that was a matter which the Underwriting Subcommittee could 
easily undertake. I. C. A. O. had also enquired whether the Union would like 
to express views from the legal aspect and he was tempted to protest at this 
stage against the proposals to make all parties concerned, owner, hirer, trans- 
feror, etc., jointly and severally liable for claims. He thought it a bad prin- 
ciple, but was not sure whether it would be wiser to defer expressing an 
opinion until the terms of the draft Convention were known. He stressed that a 
reply to the I. C. A. O. questionnaire was a matter of urgency and that the 
Underwriting Subcommittee should meet very soon. 


I. A. T. A. Conditions of Carriage 


Mr. Goodfellow then referred to the proposed amendments to the I. A. T. A. 
Conditions of Carriage on which he had already submitted notes to members. 
He wished to make two corrections to his draft momorandum. He had not 
made it clear that the proposals extended only to interline tickets. They did 
not affect what the carriers called “on line” tickets where only one carrier was 
concerned. That was not such an important distinction because carriers had 
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informed him that in practice they would find it difficult to make distinctions 
between “on line” and interline carriage. In those cases where a reservation 
was made for the first part of the journey without specification for subsequent 
stages, the carriage might ultimately be “on line” or “interline”. The use of 
different types of ticket for different types of carriage would, therefore, present 
practical difficulties, and it appeared that if the I. A. T. A. amendments were 
adopted they would be adopted for all types of carriage by I. A. T. A. members. 
The example of interline carriage he had quoted in his memorandum was not, 
therefore, strictly correct. The proposals of I. A. T. A. if limited to interline car- 
riage would mean that B. O. A. C. Conditions of Contract and timetables would 
not apply to that part of the carriage which they performed. He had questioned 
in his notes whether that was the intention of I. A. T. A. and on examining 
Professor John Cooper’s notes very carefully he saw signs that it was, in fact, 
the intenion not so much perhaps of I. A. T. A. as of the American C. A. B. The 
American C. A. B. wished to say “we will agree to certain conditions contained 
in your documents of carriage which shall be called the conditions of carriage 
and these conditions shall apply to all carriage between the U. 8S. A. and anywhere 
outside the U. S. A—and if B. O. A. C., K. L. M., S. A. S., Sabena, or whoever 
it may be wish to have other conditions of contract, nothing contained therein 
shall affect these conditions of contract”. Mr. Goodfellow felt that this was a 
most unfortunate attitude to adopt because as things stood today if the Warsaw 
Convention did not apply the carrier was governed by the applicable law of the 
country in which the accident occurred or, alternatively, by the law governing 
accidents on the high seas, and this was not an unreasonable state of affairs. 

He had promised to circulate a comparative list of the position today and 
that which was likely to exist under the new conditions, but, broadly speaking, 
the amendments meant that unless the carrier was protected either by the War- 
saw Convention or by the national law applicable, he would be accepting un- 
limited liability for death or injury of passengers, unlimited liability for regis- 
tered baggage, and probably also for freight while in his possession, and he felt 
that this would make a considerable difference to the eixsting insurance coverages 
on many airlines. 

The President thanked Mr. Goodfellow for his report and with regard to the 
Convention on Hire, Charter and Interchange of Aircraft, pointed out that the 
meeting had earlier made a decision that the Underwriting Subcommittee should 
consider this matter as soon as possible. 

Commenting on Mr. Goodfellow’s observations on The Hague protocol and 
recommendation with regard to delay and unlimited liability in respect of docu- 
ments of carriage, Dr. Wimmer felt that these were not of practical importance 
as, although the limits of liability had been doubled, the new Article 25 was more 
satisfactory and brought advantages to insurers. 

Mr. Goodfellow believed that the new Article 25 might meet the growing 
tendency in certain countries to consider “faute lourde” as meaning the same 
as “dol”, but in others, particularly the U. S. A., U. K., and British Dominions 
generally, he thought the new article would be construed as meaning practically 
the same as the old. 


11. Voting rights 


The President referred to the memorandum prepared by the General Secretary 
on voting rights which had been circulated and he gave a brief résumé of the 
position. Under the original Statutes and Internal Regulations voting rights 
were divided between founder members with four votes each, Groups and Pools 
with two votes each, and individual members with one vote each, with a maximum 
of eight votes per country. In 1951 it had unanimously been decided that voting 
should be on the basis of one vote per member. In subsequent discussions atten- 
tion was drawn to the fact that this might lead to inconsistencies as in some 
countries membership was through a Pool, while in others it was by individual 
membership, which created a difference in voting strength. As a result of the 
election of a further member in Switzerland at the previous meeting, the question 
was again raised and a small Committee appointed to study the matter. The 
Committee, having fully considered the position, submitted for agreement at the 
Annual Meeting the system of dual voting outlined in the Secretary’s 
memorandum. 

Dealing with the General Secretary’s memorandum in some detail, the 
President referred to the suggestion that matters for voting could be segregated 
into types. He felt that there would be difficulty if at that stage they were to 
consider analysing items into the various groups, and it was therefore his sug- 
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gestion, supported by the two Vice Presidents, that they would try the suggested 
method in practice. They believed that the whole question was purely formal, 
in so far as no decision had ever been taken on a split vote and he did not think 
that they need anticipate difficulties in this respect in the future. They knew 
that there were important matters on which opinion was divided and the only 
course’ in these matters would be for informal discussions amongst members 
with a view to reaching a conclusion without resorting to a vote. 

Dealing with the suggestion that voting rights be based on the Zurich scale, 
the President suggested that the State Insurance Institution of Yugoslavia, 
elected to membership the previous day, should be allocated a proportion of two 
parts on the scale, so that as from the 1st of January, 1957, there would be 121 
parts. There might be some differences among members as to the correctness 
of the basis of the Zurich scale, but he felt it would be preferable to avoid 
dealing with this aspect at the present time, and that the scale be used as a 
basis for voting rights until some such future time it may be thought necessary 
to alter it. 

Mr. Hagmann stated that if the meeting decided to abolish the uniform voting 
he and, he thought, his Swiss colleagues also, would have no objection to the pro- 
posed dual method. It was he who in 1951 had mooted the uniform vote and he 
was still of the same opinion that they should not have to count votes in the 
Union. If they did that it would mean the beginning of the end and therefore 
the voting system was of little material importance. A new category of influen- 
tial members appeared to be created and there was no doubt that they should be 
first always, but he thought that the influence of these members lay in discussion 
rather than voting. For example, they had listened to Mr. Smith and they did so 
because they were impressed by his knowledge and personality not because he 
could command a particular number of votes. It was a matter of personality and 
knowledge which counted in the Union and not financial strength or the contri- 
butions which members paid. He referred briefly to the three forms of voting 
set out in the General Secretary’s memorandum, and stressed the need for uni- 
formity within the Union. While he would not oppose the resolution, he felt that 
they should agree that by adopting the suggestion before them the uniform method 
was dead and buried in favour of voting according to financial strength and vol- 
ume of business. He felt it was a fundamental departure from the previous prin- 
ciple of uniformity which they should adopt only if they must. He emphasized 
his view by referring to a paragraph in the memorandum which stated “if it is 
agreed that members be accorded differential voting rights, then it would seem 
that the most suitable basis would be an allocation in accordance with the pro- 
portion of subscriptions paid by individual members, although this method would 
conflict with the spirit in which the Union was set up and one which was empha- 
sised by the agreement of the founder members in 1951 to forego their original 
powers.” 

Dr. Wimmer agreed with the remarks by the President and Mr. Hagmann and 
he did not think that they should reach the stage of a “fighting” vote which would 
be contrary to the spirit of the Union. For that reason he thought that the uni- 
form vote of one per member was sufficient. If, however, it was decided to adopt 
the dual system based on the amount of subscriptions under the Zurich scale and 
that scale were based on the premium income of different members, he felt that 
in comparison with other members the German Pool were a little undervalued, 
and he would like clarification on the point of whether or not the Zurich scale 
was based on premium income of members. 

Mr. Cannet, on behalf of the French delegation, stated that the proposal was 
not completely satisfactory to them, but they agreed on the grounds that it might 
be satisfactory for other members. They had been looking for a satisfactory 
solution for some years, but in the absence of the perfect answer, thought that 
the dual system at the moment was for all members the most satisfactory. 

The President pointed out that there had not been any attempt at a mathe- 
matical proportion in the Zurich scale. It had been drawn up in Zurich in ac- 
cordance with the approximate relative importance of members at that time and 
additional parts had been added upon the election of new members. If members 
disagreed with the proportions, it would be open to them to raise the matter. 

The proposal put forward indicated a compromise, with the advantages and 
disadvantages of any compromise. They could not expect to find an ideal solu- 
tion and the motion before them was the best that could be devised, and he asked 
members-to decide in the first place whether or not they desired a change from 
the present system. As there appeared to be a conflict of opinion, and with a 
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view to clarifying the position, the President, upon a suggestion by Mr. Hag- 
mann, put to the meeting “that the Union depart from the principle of uniform 
voting.” Upon being put the motion was carried by nine votes to two, with 
five abstentions. There being no further comments contrary to the Committee’s 
proposal, the President thereupon moved “That a dual system of voting, as out- 
lined in the memorandum prepared by the General Secretary, be adopted”. 

This was agreed and authority was given for the General Secretary, in con- 
junction with the Legal Adviser, to prepare the necessary amendments to the 
Statutes and Internal Regulations for circulation to members for approval. 


12. International certificate for aviation insurance 


The President drew the attention of the meeting to the documentation on the 
subject which had been circulated. The matter had been brought forward by 
Dr. Wimmer and members would have noted the objections put forward by the 
British members. In view of the objection which had been expressed on behalf 
of the British members, which might also be the views of others, he thought 
it might be advisable not to take active steps in the matter at the present time, 
but that it be kept in mind and raised again by the General Secretary when the 
time was considered right for the introduction of the type of system envisaged, 

Dr. Wimmer thought that a number of Continental members would like 
a discussion on the proposed system. With regard to the objections of the 
British market, the idea in putting the suggestion forward was not to facili- 
tate air traffic, but to make suitable provisions for third party claims arising 
out of flying in foreign countries. A green card system for motor car insurance 
had been adopted by Great Britain and by most European countries, and he 
did not see great difficulty in introducing such a system for air traffic. Pleasure 
trips by motor car and pleasure or commercial trips by industrial aid or private 
aircraft were in the same position with regard to third party claims, and he 
thought that the British market objections, although basic, were not from 
a practical point of view fundamental. It was not necessary to have the bless- 
ing of a State authority. Some members assisted each other on a voluntary 
and individual basis at the present time, and it would be sufficient if a draft 
agreement to help each other were adopted on a voluntary basis by insurers 
for settling claims in different countries. This, he thought, would be in the 
spirit of the Union. The proposed scheme was favourable to the clients who, 
being in possession of an insurance certificate, knew that in the event of a crash 
in a foreign country would be able to call in an insurer situated in that 
country. For the original insurer the scheme had the advantage that the 
handling insurer in the foreign country could immediately take the necessary 
steps for investigation of the claim and preparing the settlement. It was 
not necessary that the handling insurer make the decision alone, but the agree- 
ment could provide that settlement of claims must be approved by the original 
insurer. He thought that a subcommittee should draw up a scheme providing 
for a certificate of insurance, and leave it to individual members to decide 
whether or not they would accept it. 

Dr. Meyer was of the opinion that an international insurance certificate would 
be useful, but he was doubtful if it would be possible to conduct the scheme 
without the assistance of different Governments. He did not think that the 
handling of claims could usefully be undertaken by an international organisa- 
tion. Claims arising out of aviation insurance were rare as compared with 
those arising out of motor car traffic, and companies and associations having 
branch offices in other States were in a position to handle their own claims. 
Where there was no such branch office there would always be the services 
of other insurance companies available and therefore the creation of a compli- 
eated international organisation for handling claims would be of no practical 
use. 

Mr. Thomas, commenting upon Dr. Wimmer’s remarks in relation to motor 
car insurance, stated that a green card system was inaugurated mainly because a 
number of States had third party compulsory insurance and that considerable 
motor traffic passed through different national territories. A green card system 
was inaugurated and developed in conjunction with the Governments of various 
States who were parties to it and so received Government blessing. In each of 
these territories there were bureaux for settling claims which involved substan- 
tial guarantees on the part of all those offices who were participating in the 
scheme in that territory and they were bound to contribute to and guarantee 
settlements of claims both collectively and individually. He supposed that 
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the scheme served a very useful purpose in connection with road vehicles and 
that the system worked well, but the need for such an arrangement in regard 
to aircraft was not apparent. They were dealing with only a small number 
of units and so far no difficulty had arisen in settling third party claims. He 
was prepared to elaborate the comments of the British members already circulated 
to members, but he thought that he had made it quite clear why they felt a scheme 
of the type proposed unnecessary at the present time. 

Mr. Cannet, on behalf of the French delegation, felt that the system on the 
lines proposed was necessary for countries where insurance was compulsory, and 
the French members thought it would also be a good thing for those countries 
in which there was no compulsory insurance. So far as the settlement of claims 
was concerned, there would be some difficulty, but that it was a question which 
could be considered by the Sub-Committee. In the case of motor car settlements, 
these were done through the various motor bureaux, but in France they had 
other organisations for settling claims in other branches, and he felt they could 
settle aviation claims through the companies which were settling aviation acci- 
dents today. In principle, therefore, they were in agreement with the German 
suggestion, but felt that the claims procedure could not be the same as at present 
under the bureau system for motor cars, and it would therefore be necessary 
to investigate another method of settling claims. 

Mr. Porte informed the meeting that the question was raised by the European 
Civil Aviation Conference in Strasbourg and it was likely to be considered again 
in the future. He thought it wise, therefore, even if the Union took no decision 
on the question at that meeting, to anticipate discussion at the European Civil 
Aviation Conference and the formulation of a decision by that organisation 
which was not in accordance with the views of the Union, and he agreed with 
Dr. Wimmer that it would be of value to discuss the matter to enable the Gen- 
eral Secretary to express the views of the Union should the occasion arise at 
a future conference of EB. C. A. C. 

The President agreed that it was important to follow the question closely to 
ensure that the Union were not taken by surprise by any decision which might 
be contrary to the desires of members, but since there was no unanimity of 
opinion with regard to the introduction of a system at the present time within 
the Union, he thought it should be placed on the agenda of the Subcommittees 
who would, in conjunction with the General Secretary, follow developments 
closely, particularly bearing in mind the possibility of any decision on the 
subject by other international bodies. 

The course advocated by the President was unanimously agreed. 


13. Sonic altimetry 


Mr. Porte reminded the meeting that the subject of altimetry had been studied 
by the Technical Subcommittee over a long period and he was glad to say that it 
was on the way to a satisfactory solution. He read a report, which appears as 
Appendix D to these minutes. 

The President thanked Mr. Porte for his report, and in the absence of ques- 
tions, it was unanimously accepted. 


14. Application to U. N. O. 


The President reported that the application for transfer from the register of 
the Secretary General to “Category B’” had been refused. The letter rejecting 
the application received from U. N. O. read as follows: 

“In accordance with the recommendation made by the Council Committee on 
Nongovernmental Organisations, the Economic and Social Council decided not to 
grant the request of the International Union of Aviation Insurers for reclassi- 
fication of ‘Category B’ Consultative Status, and therefore the Union remains 
on the register of the Secretary General”. 

The President pointed out that the next Annual General Meeting of the Union 
would take place before it was necessary to submit a further application for re- 
classification, and he suggested that the matter of renewing application be 
deferred until that date. This was agreed. 


15. Central Office 


The President reported for the purposes of record that Central Office had now 
been set up at new premises, and that Miss D. M. A. Wilson had been appointed 
to the staff. In addition, in accordance with the desire expressed at the pre- 
vious Annual General Meeting, he, in conjunction with the Vice Presidents, had 
arranged for Miss Bett to be present at the meeting that year, and they hoped 
to see her at future annual meetings. 
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Arising out of the President’s remarks, Mr. Smith took the opportunity of 
complimenting Central Office on its work during its brief existence. He per- 
sonally was very pleased and was sure that all present had the same feeling 
There had been certain doubts at the time it was proposed to set up a perma- 
nent Central Office, but he had been amazed at the volume of work which had 
been handled through the office and members had been kept very closely in 
touch. 

The sentiments expressed by Mr. Smith were unanimously endorsed by all 
present. 


16. Relations with other bodies 


At the request of the President, the General Secretary reported upon the 
relations of the Union with other international organisations since the previous 
meeting. During the year contacts had been developed with I. C. A. O., 
I. A. T. .A., and the I. C. C. Although the Legal Adviser had been in touch 
with I. C. A. O. on the legal aspects of international conventions over a period 
of years, the past year had seen progress towards an even closer relationship. 
In September, 1955, the General Secretary and Legal Adviser had attended the 
Conference at The Hague by special invitation. Comments on the results of 
that Conference had already been submitted to members, and it was not neces- 
sary to comment further. 

A further point of contact with I. C. A. O. was the question of the proposed 
Aerial Collisions Convention. During the previous summer the Secretary of 
I. C. A. O. Air Transport Committee when in London took the opportunity of 
visiting Central Office for the purpose of discussing the matter. Subsequently, 
an Official memorandum was submitted to I. C. A.O. The proposed Convention 
had been relegated in order of priority on the agenda of the Legal Committee, 
but the latest notification was that the Air Transport Committee was pursuing 
the matter and that a further paper was in course of preparation which would 
rely greatly on the memorandum supplied by the Union. This appeared to indi- 
cate that the Union was of growing importance in the eyes of I. C. A. O. 

The Union had also been asked to submit comments on the proposed Conven- 
tion on Hire, Charter and Irterchange of Aircraft. The General Secretary 
reminded the meeting that this matter had been discussed and it had been 
decided to leave it in the hands of the Underwriting Subcommittee for early 
consideration. 

With regard to relationship with I. A. T. A., some years ago an effort had 
been made to set up a General Liaison Committee between I. A. T. A. and the 
Union. The suggestion did not materialise, but the Union had had contacts 
from time to time through the Legal Adviser with the Legal Committee of 
I. A. T. A. Collaboration between the two organisations had not been very 
great during the past few years, but meetings between the Union observers at 
The Hague and the I. A. T. A. representatives had remedied the situation to 
some extent and had, perhaps, encouraged the invitation which was extended 
to the Union to send an observer to the I. A. T. A. Annual General Meeting in 
Edinburgh. At the request of the President, the General Secretary had at- 
tended that meeting and took the opportunity of meeting a number of I. A. T. A. 
members. He had broached again the question of a Joint Committee, and was 
informed that the main objections to the formation of a committee of this kind 
had been that insurance matters primarily concerned individual carriers and 
their insurers and they were afraid that a closer connection between the two 
organisations would appear to contradict that view. The I. A. T. A. representa- 
tives agreed, nevertheless, that there were many matters of general interest 
in connection with liabilities imposed under international conventions: which 
would be a fruitful field for mutual discussion. They pointed out that they 
would always be pleased to consider matters which the Union placed before 
them and that, if necessary, they were prepared to hold informal joint meetings. 
Accusations of being a cartel had been levelled against I. A. T. A., particularly 
in the U. 8. A., and there was a fear in that body that any close relationship with 
the I. U. A. I. might give rise to accusations of rate fixing. Referring to the 
proposed amendments to the Contracts of Carriage, the General Secretary stated 
that the subject had been raised during his visit to Edinburgh and that the offer 
had been made for a representative from I. A. T. A. to attend the Annual 
General Meeting of the Union for the purpose of explaining the proposed 
amendments to members. 

The General Secretary also reported that he had attended part of the Con- 
ference of E. C. A. ©. at Strasbourg and that he had circulated to members a 
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report of the Conference. He reminded the meeting that the organisation had 
been set up by O. E. E. C. and although the secretariat was being supplied by 
I. C. A. O. at the present time, one of the objects was to set up a more central 
organisation in Europe for the conduct of civil aviation. There had been 
three major items on the agenda of the conference : 

(1) A multilateral agreement for the operation of scheduled carriers; 

(2) A multilateral agreement for the operation of nonscheduled carriers; 

(3) Interchange of aireraft ; 
the whole being aimed at securing greater facilitation for the movement of air- 
eraft in Europe. There were considerable difficulties in achieving a multilateral 
agreement for scheduled aircraft and the matter had been deferred for further 
study and consideration. The multilateral agreement for nonscheduled air- 
craft had been signed, but did not materially affect insurers, except that it is 
hoped it will ultimately lead to increased air traffic in Europe. The interchange 
of aircraft had, for all practical purposes, been merged into the proposed con- 
vention on Hire, Charter and Interchange of Aircraft, although EH. C. A. C. were 
still studying the matter. 

The General Secretary reminded the meeting of the Legal Adviser’s remarks 
the previous day to the effect that interchange of aircraft was on a considerable 
scale in the U. S. and had caused no problems, but it appeared that I. A. T. A. 
were deeply concerned since the problems in the U. S. were not the same as with 
the interchange of aircraft between different national States. 

It might be that any applicable convention would involve insurers, and the 
matter was being studied by the Underwriting Subcommittee. Preconference 
documents had been prepared containing a suggested form of insurance certifi- 
cate, and referring to Government acceptance of such certificates. The Con- 
ference did not pursue the matter at the last meeting in view of a number of 
difficulties, but the General Secretary felt that in view of the general background 
to the Conference the matter would be discussed in due course and that the 
question of an insurance certificate and a system of guarantees would come under 
discussion at Government level. He thought, therefore, that when considering 
an international certificate for aviation insurance, on the lines suggested by Dr. 
Wimmer, members should bear in mind the possibility of ultimate Government 
action towards the same ends. 

With regard to the I. C. C., correspondence had taken place on various matters 
affecting air transport and the General Secretary had been invited to take part in 
meetings of the Air Commission in Paris. The next meeting was to take place 
on the 7th November, and the General Secretary suggested that members might 
like to consider whether the invitation extended to the Union to be present be 
accepted. 

Finally, the General Secretary referred to C. J. I. A., an organisation which 
had extended an invitation to the Legal Adviser to attend a forthcoming meeting 
and asked him to submit written observations on items proposed to be included 
in the agenda. One of these items was that of direct right of action by the victim 
against the insurers and the air carrier, which was a matter of considerable 
importance to insurers. The General Secretary did not know how important the 
organisation was, but although they were an unofficial body so far as inter- 
national organisations in the sphere of air transport were concerned, some of 
its senior officials were prominent legal personalities on the Legal Committee of 
I. C. A. O., and it might me that their views would carry great weight in the 
councils of that body. For that reason it would seem desirable for a representa- 
tive from the I. U. A. I. to attend the meeting of the C. J. I. A. to express the 
insurers point of view. 

Referring to the invitation to attend the meeting of the I. C. C. Air Transport 
Committee in Paris on 7th November, the President felt that it might be appro- 
priae for a member of the French Pool to attend as observer, thus saving the 
expense of sending over the General Secretary. 

Mr. Goodfellow agreed and stated that he would in any case be present repre- 
senting the British National Committee of I. C. C., and he hoped that he could 
speak on behalf of the Union on any points that were of importance. On the 
other hand, he thought that it would be useful for the General Secretary to 
meet members of the Air Transport Committee of the I. C. C., and that if the 
meetings of the Underwriting Subcommittee were to take place in Paris it 
might be convenient to hold these either immediately before or after the I. C. C. 
meeting, thus affording an opportunity for the General Secretary to attend. 
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The matter was thereupon left pending a decision with regard to the date of 
the Committee meetings. 

With regard to the meeting of the C. J. I. A., which had been postponed to 
June, 1957, Mr. Goodfellow stated that the names of the organisers on the 
Committee included a number of well-known names in the legal world in 
France, and he was not certain whether an invitation had been extended to the 
I. U. A. I. The invitation he had was sent to Beaumont & Son, marked for him 
personally, and it enclosed a number of details for them to circulate to the 
I. U. A. I. and other interested parties. He did not know what influence the 
C. J. I. A. was likely to have, but he felt that it was going to be used in the same 
way as I. C. C. as another body which some lawyers on the Legal Committee of 
I. C. A. O. could use in support of their arguments in the debates in I. C. A. O. 
It was too early to indicate what the further course of action was likely to be. 
He had attended a meeting of the Provisional Committee in Paris the previous 
year, but it was not until after the June meeting that he would be able to form 
any ideas whether the C. J. I. A. was going to be an important body for the 
expression of international opinion. 

He did not know whether it would be sufficient for him to attend or whether 
the General Secretary should also be there. They had asked the I. U. A. I. to 
submit a paper, but the Union had to be careful in committing itself to paper 
and he would suggest that the Union do nothing, but that he would write a 
paper in his personal name and not as Legal Adviser of the I. U. A. L., pointing 
out some of the practical difficulties of the direct right of action by a claimant 
against insurers. 

Upon the suggestion of the President, the meeting agreed that the question 
of official representation at the meeting by the Legal Adviser and the General 
Secretary be left to the discretion of the President, in conjunction with the two 
Vice Presidents. 

As a matter of information, Dr. Wimmer stated that one of his assistants 
had been asked to prepare a report on the direct right of action of the claimant 
against insurers for presentation to C. J. I. A. The report whicn they had 
prepared was against the proposal. 


17. Accounts 


The President presented the accounts for the year ended 1955, which dis- 
closed an expenditure of £105. 16s. 4d. in excess of an income of £3,510. Taken 
together with the credit balance brought forward from the previous year, this 
represented a loss carried forward in the balance sheet of £89. The income 
and expenditure account had followed broadly the estimates and he did not 
think there was need for further comment. 

There being no comments on the accounts, the President moved the following 
resolution, which was agreed: 

“That the accounts for the year ended 31st December, 1955, be and are ap- 
proved and that they be signed by the President and first Vice President. It 
is further agreed that the excess of expenditure over income payable by mem- 
bers be in the proportion of £10 per part in accordance with the Zurich scale”. 

The President reminded the meeting that contributions in respect of excess 
expenditure had already been paid by members and that the resolution was 
merely a confirmation of what had already been done. 

Turning to income and expenditure for 1956, the President reported that the 
estimated expenditure for the year amounted to £4,657 as against a total in- 
come of £4,680, based on an additional contribution of £20 per part. This 
would result in an excess of income over expenditure of £23 which, allowing 
for the deficit of £89 brought forward from the previous year, would leave a 
debit balance of £66. Although the estimate might vary slightly, he did not 
feel it would be necessary to ask members for a contribution in addition to 
that which had already been paid for the year. 

There being no comments, the President moved the following resolution, 
which was agreed: 

“Resolved, That the excess of expenditure over income for the year ended 31st 
December, 1956, be apportioned at the rate of £20 per part, in accordance with 
the Zurich scale”. 

With regard to income and expenditure for 1957, the President referred mem- 
bers to the estimate which had been circulated, and which would require a 
slight adjustment consequent upon the election of a new member. Expenditure 
was estimated at £4,620 and the income from the annual contributions at present 


> 





on 
wo 


ats 
int 
ad 


lis- 
cen 
his 
me 
not 


ring 


ap- 
It 
1em- 
ale’’. 
cess 
was 


, the 
1 in- 
This 
wing 
ve a 
i not 
m to 


ition, 


i 3ist 
with 

















mem- 
ire a 
iiture 
sent 


THE INSURANCE INDUSTRY 667 


£100 would be £2,400, leaving a difference of £2,220 which, together with the 
deficit brought forward from the previous year, would be covered by an addi- 
tional levy of £20 per part. 

There being no comments, the President moved the following resolution, which 
was agreed: 

“(1) Resolved, That the annual subscription payable by each member on 
the 1st January, 1957, be at the rate of £100. 

(2) Resolved, That the excess expenditure over income for the year 1957, 
provisionally estimated at £2,220, be apportioned in accordance with the Zurich 
scale at £20 per part’. 


18. Election of officers 


Mr. de Viaming moved that Mr. Per M. Hansson be reelected for a third year 
of office. He thought that members would agree with him that the Union was 
growing in importance and they were actually reaching a state where they were 
recognised as being the central international body of aviation insurance. Under 
the chairmanship of Mr. Gravelin two years ago they had arrived at a very 
important decision, as a result of which they had now appointed a General 
Secretary, and the Union had grown considerably during the past year. This 
was certainly due to the cooperation of members, but he thought it was also 
due to the fact that they had been fortunate from the very beginning in their 
choice of Presidents. He therefore asked for support of the proposal of the 
Dutch Aviation Pool that the President be asked to remain in office for a further 
year. They knew he was a very busy man and that they were asking him for 
certain sacrifices, but he was sure that out of his regard for the Union Mr. 
Hansson would agree to accept office for another term. 

Mr. Gravelin, on behalf of the French delegation, wholeheartedly supported 
the proposal submitted by Mr. de Vlaming, and in addition formally proposed 
the reelection of the two Vice Presidents 

The proposal was supported by Mr. Murray-Stewart, who thought that the 
Union was fortunate in its present officers and that they could not do better than 
reelect them en bloc for a further term of office. 

On behalf of the two Vice Presidents and himself, Mr. Hansson thanked mem- 
bers for the confidence shown in them by their nomination for reelection, and 
asked for further nominations, 

Mr. Smith appreciated the complimentary remarks made with regard to the 
officers, and reaffirmed his remarks made a year ago when he had stated that in 
organisations similar to the Unior it seemed to be the pattern for officers to 
progress by stages through Vice President to President, and that with all due 
modesty he felt that in present circumstances where there was only one member 
in the U. S., he did not feel that the presidency should fall in that country. 
The Union was growing in importance and he thought that the question of a 
President was important also: they did not wish for a figurehead. He did not 
feel that he had been any great help to the President, and he asked members 
to give consideration to his remarks in the spirit put forward and not to hesi- 
tate to elect someone else in his place of Vice President if they so desired. 

Mr. Clair, in response to a request from the President for further nominations, 
voiced the general feeling that one of the most interesting contributions they 
had had at the meeting had been Mr. Smith’s remarks on the underwriting posi- 
tion of today. They would have many new problems to face in connection with 
American aircraft, and he felt that they could do no better than have a Vice 
President in such an informed position. He would therefore like to see Mr. 
Smith reelected to the office. 

The election of officers was thereupon put to secret ballot, as a result of which 
the following officers were reelected: President, Per M. Hansson; First Vice 
President, W. de Vlaming; Second Vice President, A. J. Smith. 

On behalf of himself and the two Vice Presidents, the President thanked mem- 
bers for their continued confidence in them and said that they would use their 
best endeavours to further the interests of the Union. 


Subcommittees 


All members of the subcommittees were reelected, as follows: 
(a) Underwriting subcommittee: R. H. Jennens (chairman), G. de Beaucorps, 
G. E. Clair, A. Goodfellow, A. J. Smith, A. de Walque. 
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(b) Technical and Statistical Subcommittee: B. de Mori (chairman), G. E. 
Clair, E. A. Kubli, J. Veron, H. H. Wimmer, L. Porte (co-opted). 

The President reminded members that under the Statutes and Internal Regu- 
lations each subcommittee had power to co-opt other members, if necessary. 


19. Policy standard clauses 


Dr. de Mori referred to a revision of policy forms being undertaken by the 
“Consorzio Italiano” and enquired the position in other Pools with regard to 
standard policies. He had thought that it would be an advantage if a standard 
policy could be introduced in Europe, but after some reflection he was of the 
opinion that perhaps it would be more appropriate to study the question of stand- 
ard clauses rather than a complete standard form, and he welcomed the col- 
laboration of members in studying the question. He thought it would be of 
benefit to members of the Union if it were possible to draw up standard clauses 
similar to those in the marine market. The London market gave constant at- 
tention to its marine clauses, and he thought it would be useful to draw up 
standard clauses for aviation insurance as a guide for other markets, but not 
necessarily of a compulsory nature. He therefore recommended that the Un- 
derwriting Subcommittee consider the matter in relation, in the first place, to hull 
policies, and second perhaps for liability risks. 

Mr. Goodfellow indicated that there ware many clauses in different types of 
policy and while he thought the proposed study would be helpful, it would 
assist the Underwriting Sub-Committee if Dr. de Mori would indicate the par- 
ticular clauses he felt should be standardised. 

Dr. de Mori agreed that he would furnish the necessary information and the 
matter was, at the suggestion of the President, remitted for consideration by 
the Joint Committee. 


20. Joint hull agreement 


Mr. Thomas reminded the meeting that a joint hull agreement had existed in 
the marine market for many years and stated that those in the London market 
had explored the possibility of introducing a similar practice in the aviation 
market. He was in favour of such an agreement, but unfortunately although 
he was still hopeful, the proposed understanding had not materialised. He em- 
phasised that the Union was not a ratemaking body, but that some form of 
understanding between underwriters worldwide as to certain limits within which 
they would operate in their underwriting was desirable, just as it had been found 
in the marine market. He would like to know what strength there was among 
members of the Union who were thinking on similar lines, and it would be help- 
ful if members would indicate their views on such a market agreement. 

The President remarked that it was a highly interesting subject and one that 
had been both formally and informally discussed during their visit to Torquay. 
It was his personal feeling that every member of the Union was in favour of a 
possible understanding, and he asked members to express their views. 

Dr. Wimmer expressed his agreement with the matter raised by Mr. Thomas. 
The joint hull agreement in the marine market had worked well and for that 
reason he fully supported the idea put forward. The Union, however, never 
actively discussed the practical possibilities of such an understanding, as a 
result of which no progress was made and he felt that they must endeavour to 
encourage further progress. For that reason he proposed that they keep the 
matter permanently on the agenda. 

In addition, he asked if it were possible to arrive at an agreement not neces- 
sarily to follow the national market, but that in the event of a member of the 
I. U. A. I. competing in a foreign market represented within the Union, there 
should be consultation between the two members concerned. 

The President replied that there appeared to be unanimous feeling among 
members of the Union as to the desirability of having a joint hull agreement, 
but it was difficult for them to do more than express verbal agreement, as other 
bodies outside the Union were vitally concerned, and in the absence of their 
support there would be little point in passing a resolution at that meeting, nor 
in retaining the matter in future agenda, but naturally the officers of the Union, 
the Legal Adviser and the General Secretary, knowing the views of members, 
would automatically follow the question very closely. He thought that a similar 
position prevailed with regard to Dr. Wimmer’s suggestion of a “follow the flag” 
agreement. By this he meant that in cases of competition for an international 
fleet or airline, there should be consultation between members in the respective 
countries concerned. It might be possible to have such an agreement within the 
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Union, but unless it was generally agreed upon by all markets, it would be only 
a step towards the desired end, and he felt that should a situation arise whereby 
they were asked to make offers, the present contacts existing between members of 
the Union would permit of consultation. He therefore doubted the necessity of 
a formal agreement at the present time. 

Mr. Smith stated that he did not wish to be misunderstood, but that for the 
purpose of the minutes he should say that the U. 8S. would have to proceed 
slowly with regard to an agreement on the lines suggested because of the anti- 
trust laws. He thought they all knew how he felt on the question of anything 
which would make for a stronger market. They might, if the need arose, find 
a way out of the difficulty, but as the position was at that time he felt they 
could not enter into an agreement, much as they would like to. They might find 
other means of supporting it, but he had expressed his views because he did not 
wish it to be inferred later that by not making these remarks he was advocating 
a course which would be contrary to the U. S. antitrust laws. 

By way of explanation, Mr. Jennens stated, in reference to the agreement 
mentioned by Mr. Thomas, that in their discussions in London they had been 
following the practice in the marine market and the U. S. was not included. 
They understood the position with regard to the U. §., and if they could find 
the means for supporting an agreement, so much the better, but he thought 
the present idea was that they should follow the marine practice and exclude 
the U. 8S. domestic risk. 

The President thanked Mr. Smith for his remarks, which he knew were fully 
understood by everyone present. 

21. Date of next meeting 


Mr. de Vlaming, on behalf of the Dutch Aviation Pool, confirmed the invitation 
extended at the previous meeting that the Annual General Meeting for the 
ensuing year be held in Holland. They were celebrating their jubilee and 
would very much appreciate being surrounded by the many good friends with 
whom they had been associated for many years in such a pleasant way. He 
thought that the meeting would be held during the first two weeks in September. 

On behalf of the meeting, the President thanked the Dutch Pool for the 
invitation which, in agreement with all members, he was happy to accept. 

It was agreed that the actual date be determined with the President, two 
Vice Presidents, and the General Secretary. 

22. Vote of thanks 


Mr. Hagmann stated that it was always the last and pleasant task for 
someone to thank the President for his efficient handling of the meeting, and 
also the other officers and members of the subcommittees for the amount of 
work they had done on behalf of the Union. This he did in suitable terms, 
and his sincere expression of thanks to the officers was supported by all members 
with acclamation. 

In his reply, the President thanked Mr. Hagmann for his kind words which 
members had so cordially endorsed. He again expressed the sincere thanks 
of members to the British hosts for all their arrangements in making the 
Conference a success. In addition, he supported Mr. Smith in his remarks 
with regard to the General Secretary and Miss Wilson, to which he added the 
names of the Legal Adviser and Miss Bett for all that they had done on behalf 
of the Union since they had last met in Oslo. 


APPENDIX A 
REPORT OF UNDERWRITING SUBCOMMITTEE 


This year has been a particularly interesting one because we are nearing the 
end of the postwar transition period and we are witnessing the introduction 
to service of completely new types, particularly civil transports. As a result, 
it has been necessary for your Committee to try and visualise the shape of 
things to come and how insurers’ interests may be affected. The problems con- 
sidered are of vital interest to all members, for decisions taken at this time 
are vital ones and will assuredly determine the set of the mould upon which our 
future business success will depend. 

Aviation insurance is becoming more and more competitive—not a bad 
situation, but it is important.to realise that this trend is not lost on the out- 
side world—particularly the equally competitive airline industry. The direct 
result of all this is simply that our customers are demanding more for less 
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money. Whether we can give it to them and still remain solvent depends not 
a little on our abiilty to negotiate terms and conditions, which may set a pattern 
for the future, and avoid the dangerous pitfalls which may suddenly appear 
as precedent. 

In short, we must be observant, fully aware of what goes on, and united in 
our endeavour to resolve the broader issues. 

I will now mention a few of the subjects with which we have dealt in Com- 
mittee and which can be discussed after I have finished this report. 


NEW AIRCRAFT TYPES 


The Committee have considered in detail the adverse experience in connection 
with the introduction of new types of aircraft (particularly civil transports). 
It is generally felt that the first two years of operation of a new type of air- 
eraft warrant a higher premium because of the increased risks arising from— 
(1) Latent defects in the aircraft which are revealed only as a result 
of operational experience; and 
(2) Crew inexperience. 

It is further considered that the increase in premium should form a reserve 
to meet possible claims, and there should be no, or certainly little, return of 
premium at the expiration of the policy period. 

Certainly the importance of the increased risk with the introduction of new 
types cannot be too highly stressed, particularly in view of the great amount of 
competition now prevalent between manufacturers and the natural desire to 
press new types into service as soon as possible. 


HELICOPTER INSURANCE 


The amount of statistical data made available by members to date has not 
been sufficient to present a clearly defined picture of risk trends. However, from 
such information as is available, the Committee are of the opinion that helicopter 
claims experience, so long as helicopters are operated by scheduled airlines or 
whilst being flown by the manufacturers, is satisfactory. 

The most severe losses appear to occur while such aircraft are being operated 
in remote areas on aerial work operations, and present indications are that for 
such risks rates of less than 20 percent are inadequate. 


PROFIT COMMISSION 


Some concern has been expressed at the increase in practice of granting 
profit bonus and refusal of some brokers to refund some proportion of their 
commission on premium return. The Committee are agreed that such is bad 
underwriting practice, and there have been consultations between the A. I. O. A. 
and L. A. U. A. on the subject. 


UNSOUND UNDERWRITING PRACTICES 


Whilst on the subject of unsound practices, the Committee have considered 
in detail the replies of members to the questionnaire recently submitted. We 
are unanimous in our condemnation of any underwriting system providing for 
the combination of hull premiums with passenger and third party liability 
premiums. Similarly, the insurance of aircraft hulls on a first loss basis com- 
plementary to or in excess of underlying insurance effected on a first loss basis 
and subject to deductible not borne net by the insured is not considered to be an 
acceptable practice. 

With regard to premium by instalments, it is felt that such an arrangement 
is acceptable provided the first instalment is substantial, that is to say, of the 
order of 40 percent at inception, the balance of 60 percent to be paid in two 
equal amounts on the 4th and 7th months. 

The Committee have considered also the practice of rerating during the 
currency of a policy. Whilst variations of this theme are operative in the 
U. S. A. and France, the Committee feel that such underwriting methods should 
be discouraged, since ultimately they can only operate against insurers. 


LONG-TERM POLICIES 


The question of long-term policies has been considered by the Committee since 
there are indications of increasing pressure by operators for long-term cover. 
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The desire of operators, flag carriers in particular, is easily understood when 
it is remembered that several such carriers are in the process of, or about to, 
introduce completely new and untried types. The Committee are of the opinion 
that there is nothing inherently wrong with the principle of long term policies, 
say up to a maximum of 8 or even 5 years, provided there is a noncancellation 
clause, the rate to be varied for new types, and the major portion of the 
premium is received in advance. 


MECHANICAL BREAKDOWN 








There is some evidence which throws doubt upon the adequacy of mechanical 
breakdown clauses, as currently used, when applied to modern aircraft. The 
Committee requested and obtained statistical information which indicated that 
a revision of the M. B. C., particularly in regard to axial flow turbines, might 
be desirable. As is well known, all jet turbine engines, by virtue of their 
colossal air consumption, tend to digest foreign matter whilst being taxied. 
Experience now proves that the axial flow engine has not such a good digestion 
as has the centrifugal engine—a serious situation for insurers, especially as 
operators expect such claims to be met under normal covers. 

The Committee wish to draw members’ attention to: 

(1) The high values involved in damage to this type of engine. 
(2) That such risks should be considered for exclusion or separate rating. 











AIRCRAFT CONSTRUCTION RISKS 





Some concern has been expressed as a result of the Armagnac case, it being 
thought that Article 25 of the Convention may be affected by the Conseil d’Etat 
judgment. It has been explained that the Armagnac case was heard before the 
Administrative Court, whereas a carrier liability action would follow the normal 
legal processes, and therefore the question of precedent does not arise. In any 
event, although the Committee are not particularly happy with the present 
situation, it is appreciated that the effect, if any, of the Armagnac judgment is 
confined to the French Courts of Law. 











SUPERSONIC FLIGHT 









From the information supplied by members, it would appear that to date there 
have been no claims in respect of personal injury, and such property damage 
claims as have been presented have been for compartively small amounts. It 
is evident that the sparsity of claims is in no small measure due to regulations 
introduced by the various States prohibiting supersonic flight below a specified 
altitude. However, there are indications that some supersonic research is being 
carried out at lower levels, and it is felt that members should obtain specific 
information when being asked to cover liability and flight risks of supersonic 
aircraft. 


THE WARSAW CONVENTION 










We have received a report on the proceedings at The Hague Conference, 
which, in particular, draws attention to the resolution instructing I. ©. A. O. 
to study the question of compulsory liability insurance. 

The Committee is opposed in principle to any scheme of compulsory insur- 
ance, and, in particular, any provision for direct right of action against insurers. 
The Committee feel that if compulsory insurance is introduced then the provi- 
sions should go no further than those accepted at the Rome Convention. To 
this end, the Committee are of the opinion that subject to members’ agreement, 
the Committee’s views be transmitted to I. C. A. O. at the appropriate time. 











CARGO AND BAGGAGE INSURANCE LIABILITY RISKS 


Having considered the present methods of insuring cargo and baggage insur- 
ance liability risks, the Committee are agreed that the present practice of 
inclusion with the hull cover at a flat rate is unsatisfactory. We feel that the 
premiums should be calculated in proportion to the amount of value of the cargo, 
with an increased rate for perishable goods. The risks should be covered on 
either (a) per ton mileage basis or (b) on the basis of freight revenue. 

With regard to precious cargo, we have had reports of an increase in number 
of substantial claims, apparently due to the activities of organised criminal 
operations in Africa and the Far East, coupled with inadequate security methods. 
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Our legal member is of the opinion that because of the size and carrying 
capacity of the modern aircraft, the Court decision of some years ago, which 
ruled that the carrier was under no obligation to provide special security meas- 
ures, would probably not hold today. A reasonable solution for the future 
would be for carriers to request the installation of burglary proof precious 
cargo compartments when drawing up the specification for a new type with the 
manufacturers. 

However, of more direct concern at the moment is the fact that a recent inves- 
tigation has shown that precious cargo is seldom airfreighted with a special 
value declaration since such cargoes are often separately insured, the net 
effect being : 

(1) The consignment “all risks” insurer has been paid for the risk. 

(2) The air carrier has received an extra 50 percent over and above the 
normal freight rate (as required by I. A. T. A.). 

(3) The freight liability insurer has received no additional payment, but 
was exposed to the risk of having to defend an action brought by the con- 
signment insurers under subrogation rights in an endeavour to recover an 
excess of Convention limits. 

The risks of unlimited liability under these conditions are obvious, and in 
view of these implications the Committee have agreed that I. A. T. A. be 
advised— 

(a) Of the experience of some members which indicated a risk potential 
which would ultimately be reflected upon freight legal liability premiums. 

(b) The need for adequate fire and security precautions, bearing in mind 
the relevance of Article 25. 


I. A. T. A. CONDITIONS OF CONTRACT 


Details of these will be found with the agenda, but in view of the very short 
time in which a decision is required from the airlines, we decided our General 
Secretary should get into touch informally with certain members of I. A. T. A. 
with whom he has already had contacts, to let them know that in our opinion 
certain of the suggested alterations are likely to have adverse effects on the 
operators. It was further recommended that all members should deal with 
their own risks now, if possible, or at least at the next renewal date. The Legal 
Adviser will supply through the General Secretary his observations on the 
proposed changes. 

You will find on the agenda a number of subjects discussed in Committee in 
connection with which specific recommendations are made for discussion at 
this meeting, so I will now hand you back to the President. 


R. H. JENNENS, Chairman. 


APPENDIX B 
REPORT OF TECHNICAL AND STATISTICAL SUBCOM MITTEE 


During the period since the last Annual General Meeting, the Subcommittee 
has held two meetings—one in Zurich in December 1955, and the other in 
Brussels in May 1956. 

Particular attention was devoted to the yearly statistics already in prepara- 
tion, one of which concerns Government statistics and the other statistics cover- 
ing causes of losses. These two subjects constitute the basic statistical work 
of the Committee and thus of the association, and I consider it advisable to 
entrust detailed reporting on them to Dr. Kubli and Colonel Veron, who had 
been asked to collect the respective material and to elaborate it in order to draw 
from it interesting frequency indexes or percentages of distribution. I feel it 
my duty to thank warmly these two colleagues of ours for their valuable and 
highly competent cooperation and for the devotion with which they dedicated 
themselves to the preparation of diagrams and elaboration of data. I feel also 
that I must draw the attention of the meeting to the very valuable report drawn 
up by our General Secretary, who has expounded interesting considerations and 
conclusions in connection with governmental statistics. 

As regards the elaboration of statistical data, I must point out that some 
members of the Committee expressed doubts concerning the utility of an “analy- 
sis of the causes of losses’, especially from the point of view of underwriting. 
During the discussion, however, the idea of continuing the inquiry won. This 
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inquiry has been going on for some years, as the study of the distribution of 
various kinds of aviation accidents and of the comparative importance of the 
eauses of these accidents is bound to supply, in the end, to the underwriter 
reliable data for a better judging in connection with the various uses of air- 
eraft and the various circumstances which may influence the probability of 
losses. 

Having agreed to suggest the continuation of the two types of statistics, it 
was decided to inform the General Meeting of the advisability of sending the 
data (collected in accordance with the usual pro formas) to the General Secre- 
tariat in London, while retaining the specific cooperation of Dr. Kubli and 
Colonel Veron in posting this work and its subsequent elaboration, and the meet- 
ing is required to take a decision in the matter. 

After a study of the present Government statistics, the discussion was ex- 
tended to see whether it would not be possible to ensure a greater utility for 
underwriters by supplying coefficients of “frequency and intensity of losses” 
which, in the various kinds of insurance, constitute the theoretical basis for 
the determination of the rate of premium. In this connection, I must thank the 
General Secretary who, in his detailed report, has expounded very clearly two 
methods which could be followed in order to work out efficient and useful under- 
writing statistics’. There is a method which I would term traditional and 
which consists of comparing the amount of losses with the amount of insured 
capital exposed to risk. There is also a method of comparing premiums and 
losses which permits an indirect ascertainment of the adequacy of rates and 
conditions used in underwriting (through sufficiency or insufficiency of the 
results). The former is “technical statistics” true and proper, while the latter 
is rather “ecoonmic statistics” of the results which are used for the adjustment 
of the bases of subsequent work. 

The General Secretary has expounded well in his report the fact that there are 
considerable difficulties surrounding both methods of gathering of the necessary 
data. This derives also from the fact that in order to be of some utility such 
surveys should be based on a certain classification by types of aircraft and by 
its uses. The gathering of data and especially the subdivision of them into 
classes and subclasses would end by creating extra burdensome work for the 
members of the Union. Thus, we can justify fully the reservations that have al- 
ready cropped up in the Subcommittee and could eventually reappear at the Gen- 
eral Meeting. In any case, the meeting is being asked to consider this planned 
extension of statistical elaboration and, in the event of a favourable decision, to 
impart suitable instructions to the Subcommittee as regards the study in order 
to set up the practical terms of its execution. Undoubtedly, in discussing this 
point and deliberating upon it, the meeting will not be able to overlook the great 
interest which (at least according to some members of the Subcommittee) un- 
derwriters are likely to have in international statistics of this kind, especially 
if they are compiled on the strictly technical basis of the proportion between the 
amounts insured and the actual amount of money spent upon reimbursement of 
losses. Indeed, the aviation sector is probably one of the few in which inter- 
national insurance statistics would end by acquiring real content and significance. 

Another problem which was reviewed by the Subcommittee concerns statistics 
on helicopters. Concerning the necessity for, or at least advisability of, such 
statistics, the Underwriting Subcommittee has expressed a favorable opinion. 
A publication concerning disasters that overtook helicopters and the causes of 
such disasters has already appeared, but it has been emphasised that the num- 
ber of helicopters and especially of insured helicopters (truly very small) should 
also be published. In any event, Colonel Veron will expound this particular 
subject in detail at the General Meeting. 

The Subcommittee devoted its attention also the basic problem of altimeters, 
recognizing the fact that uniform norms should be adopted in all countries. This 
subject has, however, been included in a particular point of the agenda, and thus 
it will be possible to discuss it on that occasion, together with the report which 
Mr. Porte, who has been dealing for a long time and with great competence with 
this important problem, will submit. 

Another pont that was given consideration was the technical-statistical deter- 
mination of risk connected with the use of turbine powered aircraft. This 
study is connected with the indications made by Mr. Lederer of Flight Safety 
Foundation in a meeting held in London in which he expounded the possibilities 
of losses deriving from the use of turbine engines and the landing speeds which 
they involve, especially at small airports. He suggested that European insurers 
might like to consider cooperating with his foundation as regards flight safety. 
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During the discussions at the subcommittee, Dr. Wimmer drew the attention 
of the members to a publication issued by the U. 8. A. C. A. A. under the title 
“Jet Age Planning: the 100 Problems”, and consequently the Subcommittee asked 
the General Secretary to obtain this publication with a view, if found advisable, 
to apointing a special committee, as suggested by Mr. Lederer, entrusted with the 
task of studying this subject, which is also of concern to the Technical and 
Statistical and the Underwriting Subcommittees. 

To ensure a suitable cooperation between the Technical and Statistical Sub- 
committee and the Underwriting Subcommittee, very interesting joint meetings 
were held during both sessions. 

Before closing the present brief report, I should like to express the satisfaction 
of the Technical and Statistical Subcommittee with the manner in which the 
General Secretary has attended to the publication of the periodical Bulletin, 
the idea of which was conceived and promoted by this Subcommittee. This 
Bulletin supplies schematic but exhaustive data which is of considerable utility to 
underwriters because it permits them to keep easily, and without reading various 
aviation periodicals, in touch with the progress of aviation and with technical, 
statisical, and legal problems that concern insurance particularly. 


BRUNO DE Mort, Chairman. 


APPENDIX © 


REPORT ON CLAIMS ANALYSIS 


The claims analyses which are at present regularly circulated among members 
include: 

(1) Losses suffered by commercial aircraft in operation, which as a rule 
involve the aircraft in damage exceeding 10 percent. 
(2) Losses suffered by commercial helicopters. 

The first of the above categories of statistics have been regularly circulated 
among members twice yearly since 1951. The final summary for each calendar 
year includes statistical data in which losses are classified by cause and by type 
of accident and also gives the number of fatalities for both passengers and crew 
members. 

It has taken a long time to accustom members to forward their forms regu- 
larly after the notification of each accident. This has now become current 
practice and the only reproach which can be made is that some members do 
not accurately give all the particulars asked for in the forms. This obviously 
results in the absence of certain important statistical data. 

With regard to helicopter statistics, it was decided to circulate these at the 
meeting of the Technical and Statistical Subcommittee held in Zurich on 2nd 
December, 1955, at the request of the Underwriting Subcommittee. The first of 
these statistics circulated on 18th April, 1956, dealt with accidents which oc- 
curred during the year 1955. These statistical data are applicable to all 
I. U. A. I. member countries, with the exception of the U. 8S. A. 

At the Brussels meeting held on 11th May, 1956, it was decided, in order 
to extend the field covered by these statistics, to request the U. S. A. I. G. 
to send the above-mentioned information under the same headings. This re- 
quest was recently forwarded. 

It was suggested by certain members of the Technical and Statistical Sub- 
committee that the statistical summaries circulated should in the future not 
only include information on each accident notified, but also mention the num- 
ber of helicopters to which the annual statistics apply, in order to deduce there- 
from the appropriate premium. 

Other members also requested that the statistical data should refer not only 
to helicopters insured against “hull” risk, but also to all the helicopters of each 
member country (even helicopters which are not insured). 

If useful conclusions are to be drawn from the data supplied, not only the 
number of helicopters insured or registered in each country must be known, but 
also the length of time each aircraft has been in actual use during the year. 
For example, a helicopter used for only three months should be counted for only 
one-quarter, since in fact it encountered no risk for nine months (i. e., three- 
quarters of the year). 

In actual fact, many heilcopters are used for agricultural work, so tlat 
their activities are seasonal, hence of restricted duration. 
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It may therefore be concluded that if the information regarding the number 
of helicopters in use seems to be of interest to members, such information can 
only be efficiently provided if each member is able to note exactly in its list the 
number of “helicopter years” covered by its investigation. If not, it is useless 
to give information which might only lead to erroneous interpretations. 

In conclusion, efforts made by members to conform to discipline of sending 
the required statistics regularly have now made it possible to circulate sta- 
tistical summaries to members at regular intervals. 

However, members should not be under any illusion as to the practical con- 
clusions which may be deduced, for example, with regard to the rates which 
could be applied to hull insurance. Indeed, the information given is not suf- 
ficiently detailed (for instance no data regarding the number of “aircraft years” 
insured is provided) and at the present time it seems difficult to exact too much 
of members who have already a great deal of work to do. 

Nevertheless, although claims analysis may have only a very limited quan- 
titative value, they are on the other hand incontestably useful from a qualita- 
tive point of view since they enable members to form an opinion concerning 
the most frequent types of accidents and the causes of such accidents. 


J. VERON. 


APPENDIX D 
ALTIMETRY 


This note follows that submitted to the Brussels Technical Committee. 

As already stated, questions on the subject of altimetry led to a very de- 
tailed study at the I. A. T. A. Technical Conference at San Remo. This Technical 
‘Conference not only studied altimetry matters, but also went into all problems con- 
cerning standardisation of measurements, communications, control, and consid- 
ered all these matters in a very general way, namely from the point of view of 
air traffic control and air/ground communications. 

The recommendations include a very interesting text concerning the develop- 
ment of improved altimeters (these instruments have not yet the requisite 
accuracy). 

It is the intention of I. A. T. A. to obtain over a fairly long period of time 
the application of a system of vertical separation of aircraft based on constant 
pressure intervals. Meanwhile, however, air carriers should do their best to 
put into practice the vertical separation of jet aircraft flying at high altitudes 
when waiting to land. In order to carry out this separation, it is necessary that 
altimeter accuracy should be such as to maintain between aircraft a minimum 
vertical separation of 300 meters, if need be beyond the standard atmosphere 
altitude. 

A study of the results and recommendations of the I. A. T. A. Conference leads 
to the following conclusions : 

(1) That the action of the I. U. A. I has been of value. 

(2) That the problems studied by the I. U. A. I. are of current interest, 
and that the solutions suggested are in accordance with the wishes and recom- 
mendations of I. A. T. A. 

(3) That I. U. A. L. members should keep in touch with the representative 
organisations of their respective countries with a view of putting into practice 
the recommendations of the San Remo Conference. 

(4) That action should be taken to keep up to date with the development of 
these problems. 


L. Porte. 


INTERNATIONAL UNION OF AVIATION INSURERS—DRAFT MINUTES OF ANNUAL 
GENERAL MEETING HELD IN AMSTERDAM, OCTOBER 9-10, 1957 

Present 

Per M. Hansson (President) in the Chair. 

Belgium: Compagnie Belge d’Assurances Aviation 8. A.—A. de Walque. 

Egypt: Misr Insurance Company, S. A. E.—Mohamed Aly Arafa, Gamal El 
Hakin. 

Erie: The Insurance Corporation of Ireland, Ltd.—D. H. 8. Burbidge, M. J. 
Harrington, P. W. Redmond. 
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France: Association Générale des Sociétées d’Assurances contre les Acci- 
dents—G. de Beaucorps, E. Duchez, R. Gravelin, L. Porte, J. Veron. 

Germany: The Deutscher Luftpool—V. Fritsche, C. Pfeiffer, H. H. Wimmer. 

Great Britain: 

Aviation & General Insurance Company, Ltd.—P. Mortimer, L. Murray-Stewart. 

Aviation Insurance Offices’ Association—G. E. Clair, J. W. Hoggard, G. H. T. 
Humphreys, J. L. Sage, G. Willett. 

Aviation Reinsurance Group—W. J. Floyd. 

The British Aviation Insurance Company, Ltd.—A. B. Hunter, R. H. Jennens. 

Holland: 

De Nederlandsche Luchtvaartpoo] N. V.—I. P. Almekinders, W. M. de Brauw 
A. K. Czn, J. M. Caviet, H. Caviet, J. W. Gratama, André de la Porte, J. H. 
Rang, W. de Viaming. 

De Nieuwe Eerste Nederlandsche N. V.—P. N. de Vries d’Amblée. 

Italy : Consorzio Italiano di Assicurazioni Aeronautiche—Bruno de Mori. 
Northern Pool: 


Denmark: Dansk Pool for Luftfartforsakring—H. V. Bundesen, August 
Jensen. 

Finland: Finsk Flygforsakringspool—V. F. Nygren. 

Norway : Norsk F lyforsikringspool—J. Holst-Larsen, S. Aanerud. 

Sweden: Svenska Flyforsakringspoolen—G. Kaldorén, Einar Engelstedt, 
Ake Hammarlund. 


Spain: Agrupacion de Aseguradores de Riesgos de Aviacion—L. F. Agudin, 
J. Sunyer Basseda, L. Hermida Higueras. 

Switzerland: 

Accident & Casualty Insurance Co. of Winterthur—W. Vogel. 

Helvetia-Accident, Swiss Insurance Co. Zurich—D. Hagmann, A. Kronauer. 

Swiss Reinsurance Company—E. Froelich, E. A. Kubli, V. Tisi. 

Zurich Insurance Company—W. Schweizer. 

United States of America: United States Aviation Underwriters Inc.—Reed M. 
Chambers, A. J. Smith. 

Observers : Lloyds Aviation Underwriters’ Association—FE. R. H. Hill. 
In attendance: Alan Goodfellow, P. Langmead, legal advisor, General Secretary. 


ANNUAL GENERAL MEETING 1957 


1. Address of weicome 


The President formally declared the Annual General Meeting open, and called 
upon Mr. W. de Viaming who, on behalf of the Dutch Aviation Pool, extended a 
hearty welcome to all members. He was especially glad to see again those dele- 
gates who had been present at the last meeting in Amsterdam, and whose presence 
indicated their continuing keen interest in aviation insurance and their enthu- 
siasm for the Annual Meetings. He pointed out that on the previous occasion 
31 delegates representing 12 countries had attended, and the number had grown 
to nearly 60 delegates representing 21 countries, which indicated the rapid 
progress of the Union. There had been an enormous development in aviation 
in the past few years and the changes which lay immediately ahead would present 
underwriters with many problems. He thought that the growth of the Union 
was of vital importance for international aviation insurance, and he hoped that 
their pleasant surroundings would encourage them to deal with their problems 
with wisdom and energy. 

The President, on behalf of all members thanked Mr. de Viaming for his warm 
welcome, and the Dutch Pool for their arrangements to ensure the success of the 
meeting. 

In extending a special welcome to members present for the first time, the Presi- 
dent stated that 18 out of the 24 members were represented, the following having 
conveyed their apologies for non-attendance: New India Assurance Co. Ltd.; 
Marine & Fire Association of Japan; L’Ethniqi Société Anonyme Hellénique 
d’Assurances Générales; Companhia de Seguros IMPERIO S. A. R. L.; State 
Insurance Institution (DOZ) ; First Bohemian Reinsurance Bank. 


2. Minutes of previous meeting 
Draft minutes of the Annual General Meeting held in Torquay, 1956, had been 
circulated, and such amendments as were notified within the time prescribed 


by the Statutes and Regulations were included in the final minutes. There being 
no comments, the President declared the minutes accepted. 
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8. President’s report 


The President reported that during the year two meetings had been held by 
the subcommittees. Minutes of the meetings had been circulated and the Chair- 
men’s repo:ts, indicating the problems discussed by the Committees during the 
year, would be presented later in the agenda. 

Dealing with some of the major items before the Subcommittees, the President 
stated, in connection with the draft Convention on Hire, Charter and Inter- 
change of Aircraft, that the General Secretary had, by reason of cost, been pre- 
vented from participating in the meeting of the I. C. A. O. Legal Committee 
where the draft Convention was to be discussed, but he had had an opportunity 
of discussing the problems and views of the I. U. A. I. with the Rapporteur of 
the I. C. A. O. Subcommittee. 

The President indicated that the question of standard clauses had been dis- 
cussed, and although it was felt that a complete uniformity could not be achieved, 
it was thought that an investigation into the wording of standard clauses with a 
view to achieving some degree of standardisation would be profitable. Prepara- 
tions had accordingly been made to set up a study group. 

A matter of vital importance to all of them had been the discussions on a joint 
air agreement. This was a difficult problem, but the market results in many 
parts of the world, coupled with the development in airline business, made it 
highly desirable for closer co-operation. Unanimous support for such an agree- 
ment had been expressed at Torquay, but unfortunately attempts to reach agree- 
ment in the London market had not proved possible. He was of the opinion that 
the time had now come when they all felt it was essential to reach some under- 
standing. He did not suggest the complete elimination of competition, but felt 
that if underwriters were to get together it would be of benefit to all concerned. 

The President also referred to the statistical work of the Union, and suggested 
that the accumulation of reliable statistical underwriting data as a basis for 
future premium estimates would be desirable. It was appreciated that the sub- 
ject was complicated, but he hoped that the meeting would give full consideration 
to the proposals which had been placed before it by the Technical and Statistical 
Subcommittee. 

He reported that there appeared to be growing interest in the work of the 
Union and it was consolidating its contact with other organisations such as 
I1.C. A. 0., I. A. T. A., E.C. A. C. and I.C.C. 

Turning to the future, the President emphasised the view that they were 
approaching a turning point in the wealth of international aviation insurance 
since the problems associated with the insurance of jet aircraft were sub- 
stantial, not only for underwriters, but also for airline operators. He thought 
that the pressure to which the economies of operators would be subject would 
increase owing to higher operating costs and the huge purchasing programme 
which would inevitably result in pressure to reduce insurance costs to a mini- 
mum. The margin of profit was already smaller than in other spheres of 
commercial enterprise, and he thought that an added reason for underwriters 
to cooperate with each other. 

Dr. de Mori thanked the President for his report and, on behalf of all 
members present, expressed appreciation of the work done in preparation for 
the meeting, which weuld undoubtedly facilitate the progress of their work. 


4. Membership 


Four applications for membership were placed before members for con- 
sideration, together with views of the Membership Subcommittee. 

1. Aviation Reinsurance Group—The Membership Subcommittee, having 
taken into consideration the views of British members, recommended that it 
be accepted. There being no contrary comments from the floor of the meeting, 
it was unanimously agreed that “The Aviation Reinsurance Group be elected 
to membership as from the Ist of January, 1958”. 

Mr. Floyd, underwriter of the Aviation Reinsurance Group, thereupon took 
his place in the meeting and, on behalf of his organisation, expressed apprecia- 
tion of the acceptance of their application. 

2. Baloise Marine Insurance Co. Ltd.—The Membership Subcommittee, having 
considered this application, together with the comments of the Swiss members, 
recommended its acceptance. 

There being no contrary comments from the floor of the meeting, it was 
unanimously agreed that “The Baloise Marine Insurance Co. Ltd. be elected 
to membership as from the Ist of January, 1958”. 














678 THE INSURANCE INDUSTRY 


3. Grémio dos Seguradores—The Membership Subcommittee, having con- 
sidered the application, recommended that it be not accepted on the grounds 
that the organisation was not a specialist association for the advancement of 
aviation insurance, nor did it underwrite. 

There being no contrary comments from the floor of the meeting, it was 
unanimously agreed that “The Grémio dos Seguradores be not elected to 
membership”. 

4. Union Insurance Board of Rangoon.—It was reported that an applica- 
tion for membership had been received, but that as the organisation had only 
recently commenced underwriting it seemed to the Membership Subcommittee 
that it would be preferable to defer the application for resubmission at the 
following meeting, and the Board had been so informed. 

The meeting was asked to decide at this stage, as a matter of principle, 
whether or not as a Government organisation the Board would be acceptable 
for membership; it was pointed out that a precedent had already been created 
in the previous year. 

Support for the application was given by Mr. Jennens, who suggested that 
the Board, with whom he had associations, were well worthy of membership. 

It was agreed that the application of the Union Insurance Board of Rangoon 
be reconsidered at the next Annual General Meeting. 

The President reported that a number of other tentative enquiries for mem- 
bership had been received, but no specific applications had up to that time 
been submitted. 

The President communicated to the meeting the contents of a letter he had 
received from the General Manager of the “Nordlyset”, whose application had 
been refused the previous year. 


5. Reports from national markets 


It was stated that written reports had been circulated prior to the meeting by 
13 members. Reports had not been received from : Czechoslovakia, Japan, India, 
Egypt, Yugoslavia. 

Arising out of the reports, Mr. Goodfellow enquired whether the new form 
of report now rendered it unnecessary for him to submit an annual report on 
legal decisions. Mr. Smith thought it would be a mistake for Mr. Goodfellow 
to abandon his work in this connection and they welcomed the opportunity of 
receiving the Legal Adviser’s comments on a highly technical subject. 

It was agreed that the Annual Reports by the Legal Adviser be continued. 


6. Relations with other bodies 


The General Secretary reported that during the year he had been in com- 
munication with I. A. T. A., E. C. A. C., and I. C. A. O. An invitation to 
attend the meeting of the I. C. A. O. Legal Committee in Tokyo had been de- 
clined on the grounds of cost. Arising therefrom, he suggested that much of the 
preparatory work on international Conventions was done in the Committee 
stage and the greatest influence could be exercised at that time, and members 
could assist the work of the Union by conveying directly te their own Government 
representatives comments and proposals which might be made by the I. U. A. I. 
on international Conventions. 

The Union had been officially represented at the Annual General Meeting of 
I. A. T. A., and the increasing sympathetic hearing of that organisation to com- 
ments submitted by the Union was indicative of the value of personal contacts. 
Efforts to achieve close liaison in the past had met with little success, and it was 
hoped that the present trend would do much to eradicate the suspicion of in- 
surers which existed in certain quarters. 

Reporting on his attendance at the F. C. A. C., the General Secretary out- 
lined the objects of the organisation, which aimed at greater liberalisation and 
central control over air traffic in Europe in order to achieve the greatest pos- 
sible efficiency. This was to be achieved in the first place by multilateral agree- 
ments on traffic rights and procedures, closer collaboration in the formulation of 
regulations governing airworthiness certificates, and training of air crews. 

There were the inevitable difficulties arising out of national prestige and a 
desire of countries to foster well-being of their own national airlines, but there 
appeared to be an awareness of the need for closer cooperation in the interest 
of economic and efficient airline operation, and a genuine desire to achieve uni- 
formity. How far the position would be effected, if at all, by the European com- 
mon market was difficult to determine. Insurance was not specifically touched 
upon, but the E. C. A. C. had on its programme the consideration of multilateral 
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agreements which might well contain insurance provisions. A proposal that 

European States draw up a new Convention containing the provisions of The 

Hague Protocol for early ratification and application in Europe was placed before. 
the meeting. The General Secretary took the opportunity of pointing out the 
difficulties which would arise if:international airline operators were to be sub- 

ject to yet another regime of legal liabilities, in addition to existing international» 
conventions. It was decided that the proposal be not proceeded with. 

Mr. Goodfellow confirmed the value of personal attendance at meetings of 
other international bodies. He had formed the opinion from conversations that: 
the General Secretary’s attendance at these meetings was proving useful and 
publicised the Union. 

Mr. de Viaming pointed out that the Union had been aiming to receive 
recognition. Although attendance at meetings of other international bodies 
might involve additional expenditure, he felt it would be worth while, and he 
was in favour of the General Secretary taking part in such international meet- 
ings to which the Union might be invited. 

Summing up the discussion, the President thought that the general feeling 
seemed to be in full agreement with the remarks by Mr. Goodfellow and Mr. 
de Vlaming, and he hoped that the General Secretary would be encouraged ta 
continue building up personal contacts with other international bodies. 


7. Underwriting subcommittee 


The report of the Underwriting Subcommittee had been circulated to members 
prior to the meeting. Amplifying the report, Mr. Jennens expressed thanks to 
those members who had acted as hosts for the Committee meetings. He reminded 
members that the minutes had been circulated, and he hoped that the reports 
of the various discussions would assist them in dealing with underwriting prob- 
lems in their own countries. He reported that the question of closer liaison 
with I. A. T. A. Insurance Committee had been discussed, and the subcommittee 
recommended that if the opportunity should arise the General Secretary accept, 
whenever practicable, and subject to agreement of the officers of the Union, in- 
vitations to attend meetings of that body. At its meeting the previous day, the 
Subcommittee had given considerable thought to the growing practice of air- 
lines undertaking the shipment of freight on specified services. The legal adviser 
would draw up notes on the subject and an appropriate memorandum would be 
circulated to all members in due course. 

The Underwriting Subcommittee had also given thought to the probable effect 
of high value jet aircraft on aviation insurers’ accounts generally. The first 
of such aircraft would be the Boeing 707 at an initial cost of about $4,300,000 rising 
to $5,500,000 each, and the first would appear for flight testing early in the fol- 
lowing year. It was anticipated that there could be up to twelve being insured 
during 1958. With a view to promoting discussion and to stimulating thought on 
the subject, the Underwriting Subcommittee placed before the Annual Meeting the 
question whether the pattern of placing risks set in the case of the prototype 707 
might not be the best proposition for all concerned, as opposed to the possibility 
of several markets competitively quoting for the whole value. It was felt that no 
market would wish to underwrite 100 percent on such a heavy and unbalanced 
risk. Members would have in mind the results of the I. U. A. I. investigation into 
experience of new type aircraft, which showed a consistently heavy loss in the 
early years in terms of the total number of such aircraft in use during the period. 
It may well be that whatever pattern was set for the first of the new type jet 
aircraft may well be followed in the case of insurances in respect of their later 
use by airlines. 

The President thanked Mr. Jennens for his report, and the meeting agreed 
without comment the recommendation with regard to attendance of the General 
Secretary at meetings of the I. A. T. A. Insurance Committee. 

Mr. Reed Chambers felt it would not be appropriate to discuss the rating of the 
Boeing 707 at that meeting, but it was pointed out that it was intended only to 
discuss the principle and that reference to a particular case was incidental. 
In support, Mr. Smith suggested that while they must of necessity be mindful of 
the proprieties in referring to a particular risk, it would be beneficial to discuss 
the matter in principle, a point of view confirmed by Mr. Goodfellow, who reminded 
the meeting that during the discussions in the Underwriting Subcommittee they 
had not been considering merely the Boeing 707, but also the serious problems 
which faced aviation insurance markets on the introduction of these high value 
jet aircraft. He thought that the intention of placing the matter before them by 
the Subcommittee was to provide a suitable opportunity for members to discuss in 
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general terms the attitude which was to be adopted to cope with the large risks 
and he therefore suggested that they discuss the matter without recording the 
discussion in the minutes. The proposal was agreed, and the meeitng subse- 
quently devoted time to a detailed discussion of the subject. 

In response to a question by Mr. Smith as to the present position in the London 
market with regard to a Joint Air Understanding and follow the lead agreements, 
Mr. Clair pointed out that the documentation already circulated on the subject 
set out the present position. He emphasised that the companies in the London 
market would be happy to proceed on any basis which could be agreed. 

Mr. Hill indicated his regret that although considerable work had been under- 
taken, it had not been possible to achieve unanimity. A recent constitutional 
change in the L. A. U. A. might induce adherence to the association of additional 
members in Lloyds more receptive to a joint hull agreement, and he looked for- 
ward to some progress in that direction, which he felt was essential. 

With regard to follow the lead, Mr. Hill indicated that they were continually 
trying to follow this principle, but the number of syndicates in Lloyd’s under- 
writing aviation business made it difficult to encourage uniformity, particularly 
bearing in mind the considerable pressure exercised by brokers. 

Dr. de Mori referred to the comments of the subcommittee on the carriage of 
nuclear cargo and suggested that the matter was particularly important from 
the civil liability aspect. The majority of the Atomic Pools set up were concerned 
only with nuclear reactors, but some apparently wished to study the question of 
civil liability. He was of the opinion that the subject was important and that 
aviation underwriters should study the question among themselves and with the 
Atomic Pools. 

The President felt that it was important that the question of subrogation 
between the different classes of insurers should be considered, but as the Pools 
had only recently been formed, it might be premature to discuss the matter 
further at this stage. Nevertheless, it was desirable for members of the Union 
to keep the question in mind. 

Mr. Goodfellow suggested that all members should consider whether they were 
adequately protected under their policies against unlimited public liability in 
view of the fact that a number of reactors were being built in the neighbourhood 
of large cities and the effect of an aircraft crash causing damage to a reactor 
might be serious. 


8. Technical and Statistical Subcommittee 


The report of the Technical and Statistical Subcommittee had been circulated 
to members before the meeting. Dr. de Mori expressed his appreciation to 
members of the committee for their assistance during the year, and referred to 
the meeting of the subcommittee held the previous day. One of the subjects dealt 
with was the question of third party liability in connection with air freight, 
and the committee had recommended that the matter be further considered by 
the Underwriting Subcommittee that a view to establishing contact with marine 
underwriters on the subject. It was difficult for aviation underwriters alone 
to deal with the matter since much of the direct cargo business was transacted in 
the marine market. 

Turning to statistics, Dr. de Mori referred to the documentation already placed 
before members concerning the collection of underwriting statistics. The com- 
mittee had discussed the matter fully and was mindful of the difficulty to which 
completion of the questionnaire might give rise in individual cases, but he hoped 
that the documents transmitted to the meeting would form a basis for discussion 
with a view to ascertaining the precise information members would be in a 
position to supply. 

The President thanked Dr. de Mori for his report, and urged the meeting to 
reach a definite conclusion on the statistical question. 

Mr. Jennens, referring to the pro forma questionnaire, indicated that %s a 
matter of principle he could not agree to supply figures for individual airlines, 
which must be considered confidential between the insured and the insurer. 
Further, he would have some difficulty in completing the form as between in- 
sured and uninsured aircraft, and although he wished to be as helpful as possi- 
ble, he was doubtful if he would be in a position to provide the detailed data 
requested owing to lack of staff. 

Dr. de Mori thought Mr. Jennens’ objection to disclosing confidential informa- 
tion could be suitably met. Although it might not be difficult for some members 
to provide figures for both insured and uninsured aircraft, he felt it would be 
sufficient to collect details for insured aircraft only. 
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The General Secretary pointed out that the question of extending the Union’s 
work to include underwriting statistics had been considered for many years, 
and that an effort had previously been made without success. As a result of 
the change in organisation, it had been agreed at the previous Annual General 
Meeting that the Technical and Statistical Subcommittee again consider’ the 
matter. The Subcommittee had completed its work and its recommendations 
were now before the meeting. The proposal was open for discussion, but in 
order that a constructive effort be made it was essential for members to deter- 
mine precisely the extent of the information they were able to supply, which 
would, if necessary, enable the subcommittee to give further consideration to 
the matter. He appreciated Mr. Jennens’ reluctance to disclose information 
which might be considered of a confidential nature, but the reason for asking 
members to furnish the name of airlines was solely to avoid duplication and to 
enable Central Office to co-ordinate the collection of the statistical data. 

Mr. Hagmann felt that the information requested was in greater detail than 
members could be asked to supply, but he suggested that they be invited to fur- 
nish comments in writing to Central Office for further consideration of the 
subcommittee. 

This suggestion was endorsed by Mr. Goodfellow, who suggested that in their 
replies members might be asked to state their reasons for inability to furnish 
the information required. 

It was agreed that the matter proceed on the lines advocated by Mr. Hagmann. 

The President indicated that as the Technical and Statistical Subcommittee 
had almost completed its work there had been a suggestion that the two sub- 
committees combine, such committee to deal both with underwriting and sta- 
tistical matters. 

It was agreed that it be left to the President, Vice Presidents and Chairmen 
to decide and, if they thought fit, to merge the Committees. 


9. Joint committee report 


The report on the work of the Joint Committee for the year, which had been 
circulated to members prior to the meeting, was accepted without comment. 


10. Legal adviser’s report 


The report by the legal adviser was circulated to members prior to the Meet- 
ing. Amplifying his written report, Mr. Goodfellow reminded the meeting that 
the new I. A. T. A. Conditions of Carriage which had come into force during 
the year were not in conformity with the existing General Conditions of Carriage 
and that this might give rise to difficulties until the two were brought into line. 
The matter was further complicated by a recommendation from I. A. T. A. to its 
members that each adapt its own General Conditions of Carriage, as it consid- 
ered necessary, to conform to the new Conditions of Contract, which was bound 
to lead to lack of uniformity. He did not want to over-estimate the immediate 
effect on the cost of claims from this cause, but it was bound to lay some addi- 
tional burden on underwriters. 

Dealing with the Union’s written comments on the Draft Convention for Hire, 
Charter and Interchange of Aircraft, Mr. Goodfellow said that an attempt seemed 
to have been made by the Legal Committee of I. C. A. O., at its Tokyo meeting, 
to meet many of the points raised by the I. U. A. L, but he wished to draw 
attention to two points in particular about which nothing had been done; firstly, 
the amended draft expressly stated that nothing in the Convention should amend 
the operation of Article 30 of the Warsaw Convention, which meant that each 
party to the contract might be liable without limit for the willful misconduct of 
any other party. Secondly, it did nothing to amend the serious defect in the 
Warsaw Convention and The Hague Protocol which enabled the consignor and 
consignee of goods, or different members of the family of a deceased passenger, 
to sue before the Courts of different countries against any carrier concerned in 
respect of the same loss without any provision for consolidation of the actions, 
thus involving the risk of total damages being awarded against the carrier in 
excess of the Convention limits. 

The Draft of the Convention as revised at Tokyo had only just reached him 
and he had not yet had time to consider it in detail. He thought that it should 
be considered as soon as possible by the Underwriting Subcommittee when the 
official text and explanatory notes were circulated by the Council of I. C. A. O. 
for comment. 

Dealing with The Hague Protocol to the Warsaw Convention, he understood 
that only five documents of ratification had so far been deposited. It was not 
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possible to forecast when the Protocol would become operative, but he felt that 
if the U.S. A. ratified other countries would quickly follow. 

A further matter on which he felt some concern was the question .of combined 
passenger tickets and pooled baggage checks. The Warsaw Convention imposed 
@ severe penalty for non-observance of the requirement as to the issue of docu- 
ments of carriage. It was reasonably well established that the issue of such 
documents to the senior member of a family, and also probably to the authorised 
leader or agent of a group travelling together, of a combined passenger ticket and 
baggage check covering all members of the family or group complied with the 
requirements of the Convention. A further development in this practice, how- 
ever, was now proposed in connection with the charter by a travel agency of 
an aircraft for tourist purposes. It was suggested, by one major airline at 
any rate, that the charter agreement between the carrier and the hirer con- 
stituted the necessary document of carriage, thus avoiding the necessity for the 
issue of individual tickets and baggage checks. The idea was that the number 
of passengers and total weight of baggage would be inserted in a document which 
would be handed to the person in charge. In view of the growing size of modern 
aircraft this would mean that the limit of liability on the loss of any individual 
piece of baggage would have to be calculated on the total weight of baggage of 
anything up to one hundred, or even two hundred, passengers. The system had 
not yet been brought into force so far as he was aware, but he thought that 
there were dangerous possibilities about it from the underwriting angle and it 
should be considered by the Underwriting Subcommittee with a view to recom- 
mendations to I. A. T. A. 

Mr. Goodfellow drew attention to a growing tendency to include in air con- 
signment notes the actual service or services by which the goods were to be 
earried. Obviously this was an advantage from the shipper’s point of view and 
would probably give rise to no particular dangers in the case of “air freight” 
services. This was not so, however, in respect of mixed services where mail, 
passengers and cargo were carried together in the same aircraft. Here there 
was always the risk of cargo having to be off-loaded owing to the priority given 
to mails and passengers. In these circumstances the practice would seriously 
increase the risk of claims for delay. He was unable to indicate a remedy since 
it was clearly a desirable practice from the shipper’s point of view and one for 
which there was a definite demand, but he wished to emphasize that under- 
writers were accepting an increased risk for which they were not receiving any 
increase in premium. 

Referring to the carriage of bullion and other precious cargo, Mr. Goodfellow 
stated that it had now become the general practice for shippers not to declare 
any value for carriage, or to declare a fictitious value below the Warsaw Con- 
vention limits. The object of this was to avoid payment of ad valorem freight 
charges on goods which had already been insured by the consignor or consignee. 
It had recently been held, however, that if an air carrier accepted precious 
eargo for carriage, with knowledge of its nature, he was bound to exercise 
the same care of it as if it were his own precious property. This meant that 
if the consignment was lost, the legal liability insurers of the air carrier were 
wide open to subrogation claims by the insurers of the consignment for its full 
value. 

In the case of bullion the air carrier did receive some consideration for the 
extra care involved, because there was an automatic surcharge of fifty per cent 
over and above the standard freight rates. This surcharge, however, was wholly 
retained by the carrier and no part of it was passed on to the legal liability in- 
surers to compensate for the additional risk. 

In the case of other precious cargo the position was even worse, since if the 
value declared for carriage did not exceed 250 gold francs per kg no surcharge 
or ad valorem charge was levied and neither the carrier nor his insurer received 
any consideration for the increased risk. He was dealing at the moment with 
a claim for the long distance carriage of a consignment of diamonds worth 
thousands of pounds on which the air freight charges, calculated on this basis, 
had amounted to less than £2. It was difficult to understand the practice adopted 
by the air carriers in this respect, but it was apparently due to keen competition 
for traffic of this nature. However that might be, it was a practice which had 
cost freight liability insurers many thousands of pounds over the past few years. 
The obvious solution, which he understood had been adopted by one major air- 
line, was for air carriers to refuse to accept bullion and precious cargo unless it 
was insured through their agency and was subject to an agreement between the 
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cargo insurers and the liability insurers not to exercise subrogation rights. He 
felt that it was a matter which should be urgently considered by the Underwriting 
Subcommittee. 

Finally, Mr. Goodfellow mentioned the question of products liability insur- 
ance, with particular reference to manufacturers of aircraft and component parts. 
He understood that there was a growing volume of business, but there seemed to 
be an even faster growing volume of claims. This applied particularly to the 
U. S. A. where the very high cost of litigation, coupled with the practice of 
permitting attorneys to undertake claims on a “percentage of recovery” basis, 
left the manufacturers particularly vulnerable to claims of this nature. He 
_ welcome any observations, especially from the U. S. representatives, on this 
subject. 

Referring to the carriage of precious cargo, Mr. Jennens suggested that they 
were unlikely to be able to induce I. A. T. A. to make the necessary changes 
and that the remedy would seem to lie more easily in the hands of under- 
writers by the inclusion of a clause in freight liability policies stipulating that 
bullion and other precious cargo be declared at full value. 

A list of legal decisions had been circulated prior to the meeting, and Mr. 
Goodfellow sought further information from members on a number of points. 

Moharram v. K. L. M.—As a result of this case it was Mr. Goodfellow’s in- 
terpretation that unless and until Egypt ratified both the Warsaw Convention 
and The Hague Protocol carriers in Egypt would be absolutely liable for the 
safety of passengers and he asked for further information from the Egyptian 
delegates. 

Dr. Arafa indicated that he was not conversant with the case in question, 
but he undertook to submit a written report after further study. He was not 
aware that the Egyptian Courts had already awarded damages to the extent 
mentioned in the Legal Adviser’s report, and in reply to his enquiry the Legal 
Adviser indicated that he had personal knowledge of an award of £12,000 which 
was reduced to £10,000 on appeal. 

Caisse Parisienne de Re-éscompte v. Air Franc and Air Liban.—In this case 
it had been held that the first carrier was liable under Article 30 of the Warsaw 
Convention for the wilful misconduct of a subsequent carrier or his servants, 
but had a right to indemnity. There appeared to be conflicting decisions on 
the point as between the U. 8. and France, and he asked for further information. 

A French member indicated that they were not in a position to furnish 
details. 

Joseph Hahn and Others v. U. S. Air Lines Inc.—The effect of the decision 
in this case appeared to be that in cases of damage by an aircraft to persons or 
property on the ground a claim could be brought in trespass regardless of in- 
tention and rendered it unnecessary to prove negligence. Thus, American law 
as to the responsibility for third party damage seemed to have come into line 
with that of other countries. 

Mr. Reed Chambers said that he was not aware of the case, but speaking 
getferally indicated that originally 23 States had adopted the Standard Aviation 
Act, which made the owner of an aircraft absolutely liable for damage to per- 
sons or property on the ground. Certain States had amended their legislation 
in this respect, but it still applied in a number of others. 


11. Liberalisation of insurance 


The meeting was advised that the Insurance Committee of O. E. E. C. had had 
under consideration the question of the liberalisation of aviation insurance, and 
it had been noted that views opposing further liberalisation had been expressed 
by certain countries. 

Dr. Wimmer suggested that this was a matter upon which the I. U. A. I. 
could not arrive at a unanimous decision. Arguments put forward against 
liberalisation in the documentation before the meeting were not the only points 
to be considered. He admitted that liberalisation was desirable from the point 
of view of foreign claims settlements, and with regard to the argument that 
compulsory insurance made it necessary to insure in a particular country, he 
thought that any problems arising therefrom could be solved by a green card 
system. 

In some countries there was Government restriction in favour of national 
markets. He did not favour Government protection in the long run, and would 
prefer to see a restriction on unfettered competition brought about by freely 
negotiated agreements between insurers on the lines of a joint air agreement 
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or! follow the flag. It must. be recognised, however, that many markets had 
not the same volume of speed as, say, the British aviation market and that 
continual cutting of rates would affect the smaller markets to a greater degree. 
He hoped that in due course it would be possible to arrive at a freely negotiated 
follow the lead agreement. 

Mr. Clair stated that the British market had opposed the views put for- 
ward by certain countries who were apparently against further liberalisation 
because it felt that the arguments used were not sound. They were not in 
favour of restrictions, although the speaker was in complete sympathy with 
Dr. Wimmer’s comments on unrestricted competition. 

Mr. Kalderen disclosed that insurance problems had been considered by 
O. EB. E. C. for some years in relation to exchange control, but progress had 
been slow. A measure of agreement had been reached in regard to freedom of 
cargo insurance, but in the main it seemed that further progress was barred as 
certain countries objected to their markets being thrown open to foreign com- 
petition. Although not in sympathy with it, he could understand that attitude. 
He advocated a free market as in Sweden, in spite of the severe competition from 
the London market, and he was of the opinion that insurers should support that 
ideal. He had discussed the position with members present at that meeting, 
and they agreed that unrestricted competition made things difficult, but he hoped 
the position would change. The view of insurers would be helpful to the 
Committee, but so long as underwriters could not agree amongst themselves, it 
d d not seem possible to advance any definite views. 

Dr. de Mori confirmed that the liberalisation of marine hull and aviation 
insurance had been fully discussed by the Insurance Committee of O. E. E. C. 
Italy, France and Germany were not in favour of complete liberalisation in these 
branches for the reasons already referred to in the documents before mem- 
bers. There was already considerable liberalisation through the medium of 
reinsurance, but full liberalisation could not be achieved until there was a uni- 
versal and free interchange of people, capital and goods between countries. The 
subject was part of the general political question before O. E. E. C. Although 
he was a favour of complete liberalisation, he doubted if this could be achieved 
when there was such a large variation in the strength of aviation markets and 
in their ability to meet competition. He was in entire agreement with Dr. 


Wimmer's suggestion that it would be desirable to achieve understanding to 
follow the flag. 


12. U.N. O. reclassification 


Consideration was given to an application for re-classification from the Reg- 
ister of the Secretary General to Category B. It was agreed that re-classifica- 
tion to Category B would enhance the status of the Union, but as no major 
change had occurred since the previous application had been refused, it was 


decided that the matter be held in abeyance until the time appeared to be more 
opportune. 


13. Accounts . 


The President presented the accounts for the year ended 1956, copies of which 
had been circulated to members prior to the meeting. The President suggested 
that the deficit of £102. 8. 10. be carried forward and that no levy be made for the 
year in addition to that already paid. The following resolution was agreed: 

“That the accounts for the year ended December 31st, 1956, be and are approved 
and that they be signed by the President and first Vice President. It is further 
agreed that the contribution in respect of excess of expendtiure over income 
already paid by members at £20 per part be confirmed at that amount in accord- 
ance witli the Zurich scale’”’. 

A report of the financial position as at Ist October, 1957, was before members, 
together with an estimate of income and expenditure for the year. This dis- 
closed an estimated overall deficit at 31st December, 1957, of £133. As a con- 
tribution in respect to excess expenditure for the year had already been received, 
the President suggested that the deficit be carried forward to 1958, and that the 
contribution for that year be calculated to include a sufficient amount to erase 
che deficit. There being no comments, the following resolution was agreed: 

“That the contribution to excess of expenditure over income for the year ended 
31st December, 1957, be apportioned at the rate of £20 per part in accordance 
with the Zurich scale”. 

Before dealing with the estimated accounts for 1958, the President notified the 
meeting of changes in the proportionate parts of the Zurich scale consequent 
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upon the election of two new members, and the request by the Dutch and German 
Pools for an increase in their number of parts. 

The following additions to, and revisions of, the Zurich scale were thereupon 
agreed, as from 1st January, 1958: 


SAREE, DROUIN OO Te NERO soos cterer ie epee erberigerebesneruninn earls ohamiltenacalol 4 Parts 
SIT: MUSTO NEGE  RRGUE IRR ON ON T  o oak csr enn Hh te enete te pl eared 2 Parts 
I a a airless bade nals enone bape Mineman Acie ama 8 Parts 
8S abl a a ES REI TELE TELL ILLE DEN LO ILA! NIA CIDA, LOI 10 Parts 


The total estimated expenditure for 1958 was shown as £5,250, of which £2,600 
would be met by payment of the subscription of £100 per member. It was sug- 
gested that provision be made for meeting the deficit and, there being no com- 
ments, the fcllowing resolution was agreed : 

“(1) Resolved That the annual subscription payable by each member at 1st 
January, 1948, be at the rate of £100. 

“(2) Resolved That the estimated excess of expenditure over income for the 
year 1958, together with the deficit brought forward, be apportioned in accord- 
ance with the Zurich scale at £21 per part. 

14. Voting rights 


The President reminded the meeting that it was necessary to amend the 
Statutes and Internal Regulations to accord with the alteration in voting pro- 
cedure sanctioned at the previous Annual General Meeting. 

The following resolution was thereupon put to the meeting and adopted: 

“Resolved, That the Statutes and Internal Regulations of the International 
Union of Aviation Insurers be amended as follows: 

“To Article 8 (b) add: ‘On a poll each member shall have one vote for each 
part allocated to it for the purpose of determining its annual contribution 
in excess of the basic subscription’. 

“Article 3 (b). Delete the first paragraph and substitute: ‘Votes shall 
normally be recorded by a show of hands, unless a pool vote in accordance 
with Article 8 (b) of the Statutes is ordered by the Chairman or requested 
by any member present at the meeting’ ”’. 


15. Election of officers 


The President drew attention to the Statutes and Internal Regulations, which 
prescribed the period the President was permitted to hold office, and be indicated 
that he was not prepared to stand for a further term. 

The following recommendation for officers were submitted to the meeting: 

President: W. de Vlaming. Proposed by Mr. Tisi. 

First Vice President: A. J. Smith. Proposed by Mr. Gravelin. 

Second Vice President: R. H. Jennens. Proposed by Mr. de Walque. 

Upon being put to the vote, these gentlemen were elected to office until the 
following Annual General Meeting. 

The President reminded the meeting that there had been a suggestion that the 
two subcommittees be merged and that the matter be left to the President, Vice 
Presidents and Chairmen. He accordingly recommended that the two subcom- 
mittees be elected as previously, and the following were duly elected : 

Underwriting Subcommittee: R. H. Jennens, G. de Beaucorps, A. Goodfellow, 
A. J. Smith, A. de Walque, G. E. Clair. 

Technical and Statistical Subcommittee: B. de Mori, BE. A. Kubli, J. Veron, 
L. Porte, H. H. Wimmer, A. B. Hunter. 

Mr. de Viaming expressed appreciation of his election to the office of President. 
He felt that the Union could look forward to an interesting and important devel- 
opment in its activities, and he was glad to have the support of the two Vice 
Presidents whom the meeting had elected, which would the better enable him to 
fulfil the task imposed upon him. Mr. Smith had already proved his value in 
office, and he welcomed his decision to accept the office of First Vice President. 
He thought the meeting had been wise in electing as its Second Vice President 
Mr. R. H. Jennens, who had for so long worked under the guidance of that former 
great figure in the Union, the late Captain Lamplugh. Mr. de Vlaming indicated 
his sincere regret that Mr. Hansson was giving up the office of President. The 
Union had been well served by him during his period of office, and he had no 
doubt that had Mr. Hansson permitted his name to go forward for a further 
term he would have been unanimously re-elected. The Union had developed 
greatly as the result of his energetic personality. It now had a Central Office 
and was becoming better known throughout the world. On behalf of all present 
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he asked Mr. Hansson to accept their sincere thanks, with which was coupled 
the name of Mrs. Hansson for her unfailing support during his term of office. 
He asked Mr. Hansson to accept on her behalf a small gift as a token of their 
appreciation. 

Mr. Hansson suitably acknowledged the remarks concerning his wife and him- 
self, and added that he always thought it desirable to co-operate actively in the 
international development of insurance in all its phases. The office of President 
was a position of honour and a change in the presidency was desirable since it 
enabled as many member as possible to engage actively in the work of the Union. 

Mr. Smith and Mr. Jennens expressed appreciation for the honour accorded 
to them, and both indicated that they would enedavour to serve the Union to 
the limit of their capabilities. 


16. Date and place of next meeting 


On behalf of the German delegation, Dr. Wimmer extended an invitation for 
the Annual Meeting of 1958 to be held in Germany. 

In thanking Dr. Wimmer for the invitation, which was gratefully accepted, 
the President referred to the growing tendency within the insurance industry 
to form international organisations and committees, all of whom had an annual 
meeting. He suggested that some consideration might be given to co-ordinating 
the dates of the different meetings, and thought that the proposal had consider- 
able support in other organisations. Although individual arrangements were 
already being made for next year, he hoped that it might be possible to make 
some arrangements in the following year. For that reason, he suggested that 
they do not make any decision as to meetings after 1958 at this stage. The 
date and place of the meeting for 1959 should be left open for decision at the 
next Annual General Meeting, and he asked the German Pool to bear in mind 
the date of the Marine Conference next year when fixing the date of their own 
Annual Meeting. 

Under the item “Any Other Business”, Mr. Hagmann expressed the view that 
the lecture by Mr. Hunter had been an excellent iunovetion, and he hoped that 
these would be continued in the future. 

The President felt sure that Mr. Hagmann’s suggestion had the full support 
of the meeting. They were all greatly indebted to Mr. Hunter for his most in- 
formative talk, and he thanked him most warmly. 

The President also referred to the discussion which had taken place, but not 
recorded in the minutes. Although the Union was not a rate-making body and 
could not actively interfere in underwriting procedure, the ground covered had 
been of great value and he thanked all who had contributed. 

Before closing the proceedings, the President expressed his sincere thanks to 
all with whom he had had the pleasure of co-operating in the Union during his 
term of office. He referred specifically to the Vice-Presidents, members of the 
subcommittees, the legal adviser, and the General Secretary and Miss Wilson at 
Central Office. In conclusion he repeated his warm thanks to the Dutch Pool 
for the excellent arrangements made for the Amsterdam meeting. 
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INTERNATIONAL UNION OF AVIATION INSURERS, 
March 14, 1958. 

Inter-Member Memorandum No. 33 

Subject: Aviation Hull and Liability Insurances, London Agreement 

To all Members: 


Members will be interested to learn that in recent weeks Company and Lloyds 
underwriters have held a joint meeting in London and there was unanimous 
agreement as to the desirability of introducing a written agreement to “Respect 
the Lead,” in conjunction with a procedure for consultation between the leaders 
as to renewal terms on given risks, also for some all round increase in the 
present level of rating. 

This agreement is to apply to Airlines, Scheduled and Non-Scheduled Opera- 
tors, Feeder Line Operators, Charter Operators, Commercial Operators, Manu- 
facturers and any other class where the combined values are £250,000 (or equiva- 
lent) or over, or where the ownership consists of not less than five aircraft 
(excluding flying clubs or schools) in respect of insurances on Hulls (including 
any other risk covered by the Hull slip) and Primary Liabilities (which shall 
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be deemed to include automatic personal accident or admitted liability), and 
is applicable to all renewals or extensions beyond thirty days. 

The agreement calls fer each renewal to be considered by at least the first 
three Company and the first three Lioyds underwriters, who will, after taking 
all factors into account (including claims experience and the present level of 
rates on the risk under consideration), decide upon the amount of increase re- 
quired, which in no case will be less than 10 percent. 

The increase to be applied to liability risks in excess of the primary limits 
is left to the leader. 

To ensure support for the leaders it was agreed that a signed “Respect the 
Lead” Agreement be drawn up and the signing by the parties to this London 
market understanding is now in course of completion. 

It was also decided to appoint a subcommittee to explore the possibilities 
of introducing a Joint Air Agreement to apply to both Hulls and Liabilities, and 
it is hoped that progress in this direction will be made during the next few 


months. Members will be kept advised of developments. 


P. LANGMEAD, General Secretary. 


INTERNATIONAL UNION OF AVIATION INSURERS—DraFt MINUTES OF A MEETING OF 


THE UNDERWRITING SUBCOMMITTEE HELD AT THE LONDON ASSURANCE, LONDON, 
ON Monpay, 19TH May, 1958 


Present 


R. H. Jennens (in the Chair), G. de Beaucorps, H. Beers, G. BE. Clair, A. 
Goodfellow, A. J. Smith, A. de Walque, W. de Viaming (President), P. Langmead 
(General Secretary ) 

The Chairman welcomed the President, the first Vice President, and Mr. Henry 
Beers from the U. S. A. I. G., and on behalf of the subcommittee expressed his 
sympathy to Mr. A. de Walque for the tragic loss of the Belgian airliner on the 
previous day. 


1. Minutes 


The minutes of the meeting held on 8th October, 1957, were taken as read and 
signed by the Chairman as a correct record. 

The Chairman drew attention to the memorandum prepared by Mr. Goodfellow 
on a number of points discussed at the previous meeting, whicl: had been circu- 
lated to members of the Union in November, 1957. 


2. Carriage of air freight by specified services 


A discussion followed on the points made in relation to booked freight and the 
proposed clause, and it was agreed that the booking of freight for shipment by 
a specified flight with the possibility of claims arising out of delay caused by 
offloading was an increasing risk and a contingency for which aviation under- 
writers should make provision either by the insertion of an appropriate exclu- 
sion or charge of an additional premium. A number of claims had already 
occurred and it was felt that it would be wise to anticipate further deterioration 
by including an appropriate clause at this stage when it might be more acceptable 
to clients. 

One member indicated that he had already used Mr. Goodfellow’s clause, in a 
slightly amended form, and that this had been accepted by his clients without 
question. He took the position that if he were requested to delete the clause he 
would be prepared to do so upon payment of an additional premium. 

The subcommittee emphasised that it should be made clear to members that 
the danger of claims for delay in transhipment of air freight was more serious 
than in the case of passengers, since it was usual for shippers to require the 
immediate shipment of certain cargo either for a particular market or because 
goods were subject to deterioration. When booked on a particular flight it would 
be difficult for carriers to prove that delay was unavoidable. 

The subcommittee felt, and it was agreed to recommend to the Annual General 
Meeting, that the position could be met by inclusion of the following clause in 
aviation policies, and subject to deletion upon payment of an appropriate addi- 
tional premium: “This policy shall not be liable for claims arising out of the 
delay of air freight where such freight has been accepted for carriage by a 


specified flight or flights unless such flight or flights are operated exclusively for 
the carriage of air freight”. 
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8. Air freight liability—Safety precautions 

It was reported that a communication from I. A. T. A. had noted the comments 
of the I. U. A. L, but suggested that the provision of a theft-proof compartment 
was not an ideal solution since this would require a key at each stopping place, 
although there might not be a consignment for the particular station. It was 
occasionally necessary to change aircraft en route and at times transfer ship- 
ments to other carriers or modes of transportation. It was thought that the 
best solution lay in adequate administrative control. The procedure adopted 
by one airline required the assignment of the safeguarding responsibility to a 
Station agent, usually of supervisory rank, and involved a routine of careful 
checking which had resulted in very low loss ratios. 

Mr. Goodfellow appreciated that if the procedure advocated by the Union 
necessitated a number of keys, there would be difficulties. The suggestion had 
been put forward on the assumption that the captain of the aircraft alone would 
carry a key. If airlines were to make a practice of carrying valuable cargo, 
e. g., diamonds, bullion and bank notes in ordinary cargo compartments, he felt 
the Courts were going to treat seriously the lack of adequate precautions in the 
event of loss. He instanced the loss of diamonds at Prestwick and suggested 
that if they had been contained in a reasonably safe box it would have been pos- 
sible to recover the cargo without loss. An aircraft temporarily vacated by the 
air crew at intermediate or final stopping places was accessible to unauthorized 
persons and cleaners. He considered also that the fire aspect was important, 
and therefore recommended that further representations be made in reply to the 
I. A. T. A. letter. 

Mr. de Beaucorps indicated that only the previous day a theft had occurred 
on a flight to New York, the liability for which could have been avoided had the 
operator adopted suitable administrative measures. He asked if it were possible 
to urge airlines to make it obligatory for shippers to insure consignments of 
value under a third party policy. 

Mr. Clair pointed out that at the present time the direct cargo insurer was 
receiving the premium and that it might be profitable to suggest to I. A. T. A. 
that it would be to the advantage of their members if they encouraged insurance 
of cargo on a third party basis. Losses could then be paid for by shippers. 

It was agreed that the matter be pursued further with I. A. T.A. 


4. Objects of which the passenger retains personal control 


Attention was also drawn to the note contained in Mr. Goodfellow’s memoran- 
dum with regard to objects of which the passenger retains personal control. Mr. 
Goodfellow stressed that it was customary on the larger airlines for passengers 
to leave valuable articles on the aircraft during temporary disembarkation. 
There was no suitable supervision at the time, and the position was complicated 
by the fact that in all probability it was not covered by the Warsaw Conven- 
tion. Passengers were invited to hand articles to the stewardess and he thought 
that an appropriate reference should be included in the carriers’ conditions of 
earriage to the effect that an article handed to the stewardess or left in the 
aircraft was considered as remaining in the personal possesion of the passenger. 

Mr. de Beaucorps indicated it as his view that insurers were liable unless there 
were a notice in the aircraft advising the passenger that responsibility for safe 
eustody rested with him. He had been successful in securing acceptance of this 
principle on renewal of a policy, and where the notice existed the passenger had 
to prove negligence of the carrier. He undertook to furnish copy of his clause. 

Mr. Goodfellow thought that under English law such a notice would be binding 
only if it could be proved that it had been read by passengers. 

After further discussion it was agreed that no further steps be taken. 


5. Pooled baggage 


The Subcommittee noted the recommended clause submitted by Mr. Good- 
fellow in his memorandum. In reply to Mr. Clair’s request for clarification 
as to the possible saving in costs consequent upon limitation of liability, 
Mr. Goodfellow expressed the view that on international flights it could be 
assumed that the value of registered baggage was in excess of the limits. He 
appreciated that baggage was pooled to save paper work and to avoid excess 
charges, but where baggage for two or more passengers was pooled difficulties 
arose when trying to establish precisely the amount of liability for baggage lost. 
In the event of court action the limit in each case would be based on the total 
weight of registered baggage contained on the baggage check. 
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Mr. de Beaucorps thought that it would be desirable to establish a principle 
by recommending use of the clause at this stage rather than to wait until the 
practice of issuing one baggage check in the case’ of aircraft charters became 
a common practice. He had been able to introduce the clause without difficu'ty. 
In most cases they settled claims out of court and if the weight of each piece 
of baggage was not known, they had always managed to secure an amicable 
settlement by negotiation on the basis of dividing the total weight by the number 
of persons or pieces. In reply to Mr. Smith’s suggestion that the position was 
difficult since members of a family travelling together would wish to take au- 
vantage of combined luggage to avoid excess charges, Mr. de Beaucorps thought 
that they could accept the case of pooling by families, but not where a whole 
plane was chartered. 

Mr. Goodfellow pointed out that for the purpose of establishing limits or na- 
bility it was essential to prove the weight of baggage lost. This was not unduly 
difficult for families, but would be more difficult in the case of chartered air- 
craft. Revision of the present practice of issuing family or combined baggage 
checks were probably not possible, but he thought it would be desirable to pre- 
vent the practice spreading unreasonably. It had not so far been an undue burden 
on underwriters, but this position would not necessarily continue. In the early 
days of aviation injured parties had been content to accept the limits and there 
had been no thought of bringing claims under Article 25 of the Warsaw Con- 
vention. As more lawyers became familiar with the procedure, the risk of in- 
creases in claims would grow. It was not unreasonable to take action at the 
present time, and he suggested that it would be sufficient if baggage checks were 
issued to the passenger or his duly authorised agent, providing there was suf- 
ficient evidence of the weights of individual pieces as in the case of trooping 
flights where one ticket was issued for all members of the party and a nominal 
role showed the name of each member. It had been accepted that documents 
issued in this way to an officer in charge of a party complied with the require- 
ments of Article 24 of the Warsaw Convention. 

Mr. Clair thought that it was essential to differentiate between showing the 
individual and total weights. He agreed that it would be impossible to ask air- 
lines to stop the practice since they asserted that they are not losing baggage. 

Mr. de Beaucorps recommended that the clause be amended to provide for the 
production of a list showing the weight of luggage of individual passengers in 
eases of charter flights, and Mr. de Walque suggested that it indicate that in 
cases of pooled baggage individual weights would be obtained by dividing the 
total weight by the number of passengers, and this would, in fact, limit individual 
claims. 

Mr. Goodfellow pointed out that this clause was open to any number of varia- 
tions, but that it had been drawn as simply as possible for the purpose of 
standardisation, and amendments could be made in agreement between insured 
and insurer. 

Mr. Beers was of the opinion that it would be possible to secure the agreement 
of airlines if it were pointed out that by adopting the suggestions put forward 
they would obtain the benefit of protection against the regulations. As insurers, 
they were naturally interested to see that the issue of tickets and baggage 
checks complied with the appropriate Convention regulations. 

It was finally agreed that, although it might not be possible to induce airlines 
to desist from the present practice, the introduction of a clause, as suggested, 
would help to prevent a deterioration in the position and it was decided to 
recommend to members that the clause, as follows, be contained in standard 
wordings: “Except as otherwise expressly agreed in writing hereon liability for 
the registered baggage of passengers is limited to a maximum of 250 poincare 
gold francs per kilo and is subject to the issue to the passenger, or his duly 
authorised agent, of a baggage check showing the weight of his/her registered 
baggage for the flight in question’”’. 


6. Jet aircaft 


The Chairman reminded the meeting that there had been considerable discus- 
sion at the Annual General Meeting on the insurance of jet aircraft, and that 
arising therefrom it had been suggested by Mr. Kalderén that a meeting of 
underwriters to discuss problems associated therewith be held to which members 
of Lloyd’s could be invited. He announced that an informal meeting of under- 
writers was to be held in London that week. The Sub-Committee also noted a 
communication from Mr. Gravelin setting out his views on the subject. 
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The Chairman indicated that members of the Technical & Statistical Sub- 
Committee desired to take part in this very important discussion, and it was 
therefore decided to defer the subject until the meeting of the Joint Committee 
to take place the following day. 


7. Atomic risks 


The Chairman pointed out that the Committee had in the past discussed and 
made a recommendation to members of the Union in connection with the car- 
riage of radioactive isotopes. Requests had been received from the Federal Pool 
and from Dr. de Mori that the matter be reconsidered. The Technical & Sta- 
tistical Sub-Committee had a similar item on its agenda, and it was agreed that 


to save duplication of discussion the subject be deferred for the Joint Meeting 
of the Committees. 


8. Air freight liability 


The Committee was reminded that concern had previously been expressed on 
the number of claims falling upon aviation underwriters under freight legal 
liability policies in respect of losses of cargo. Arising therefrom the Technical 
and Statistical Subcommittee had investigated the matter with a view to ascer- 
taining the practice in member countries and the possibility of co-operation with 
direct cargo insurers. Replies had been received to a questionnaire and the 
Technical and Statistical Subcommittee had returned the subject to the Under- 
writing Subcommittee with the recommendation that the cooperation of the di- 
rect cargo insurers be sought. 

The Chairman pointed out that the position was assuming serious proportions 
in certain countries in as much as liability underwriters were constantly being 
requested to reimburse cargo insurers. 

Mr. Goodfellow was not quite clear as to the import of the answers received 
to the questionnaire. It seemed that, with the exception of one market, liability 
freight insurers did take into account the possibility of subrogation claims when 
calculating premiums, and he felt that that market had only itself to blame. In 
response to the suggestion of the Chairman that it would be difficult for the 
aviation market alone to pursue the necessary remedy in view of the fact that 
much of the business was written in the marine market, Mr. Goodfellow asked 
if there were any possibility of agreement between freight liability insurers and 
cargo insurers. 

Mr. de Beaucorps felt that the only practical solution appeared to be that 
which appertained in the French market where the same company wrote the 
separate risks, one under a marine policy and the other under an aviation 
policy. In this way the company received the full premium for all claims. It 
would seem that air carriers should endeavour to ensure that the shipper of 
goods insured the liability risk under his shippers’ policy, thus avoiding the 
possibility of recourse, and in reply to a suggestion by Mr. Goodfellow that the 
limit should be 250 francs per kilo as provided in the Warsaw Convention, indi- 
cated that it was the practice of the French market to require an additional 
premium for cover in excess of the Warsaw limits. 

Mr. Goodfellow suggested that an alternative would be to induce carriers to 
return to the pre-1949 practice of accepting consignments only on a declared 
value basis, but he doubted if I. A. T. A. would agree. He did not see what 
other procedure could be advocated, except agreement between the marine and 
aviation markets. He pointed out that the risk had been accentuated for liability 
underwriters by the decision in Compagnie des Metaugz Precieur v. Sabena, in 
which it had been held that if a carrier accepted a consignment of valuable 
cargo with knowledge of its contents even without any special declaration of 
value, he was bound to take all such precautions as if there had been a special 
declaration. The case was being taken to appeal. Mr. Goodfellow thought that 
the Committee should recommend the practice of insuring air freight liability 
on the basis of a limit per kilo of weight, and this could be done on an adjustable 
basis if desired. 

In response to a tentative proposal that the aviation market be recommended 
to discontinue writing the liability risk, leaving it to the marine market, Mr. 
de Beaucorps pointed out that it would be difficult to refuse accommodation 
to a broker who desired to place, in addition, the hull and passenger risk. Pur- 
suing the question of encouraging placing of this type of risk in the marine 
market which was, in fact, done by the U. 8. A. I. G., Mr. Beers indicated that 
he was prepared to ascertain the views of marine underwriters on the practi- 
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eability of the proposal, and it was agreed that he be provided with a memo- 
randum on the subject for this purpose. 

A specific proposal by the Technical and Statistical Subcommittee that the 
I. U. A. I. seek the co-operation of the direct cargo insurers, was deferred for 
further discussion pending receipt of comments from Mr. Beers. 


9.I.A.T.A. conditions of contract 


The subcommittee was reminded that the Conditions of Contract recently 
introduced by I. A. T. A. members had been circulated to members of the Union, 
together with Mr. Goodfellow’s comments thereon. Since that date it had been 
stressed by a member of I. A. T. A., in correspondence with Mr. Goodfellow, 
that in countries, particularly the U. S. A., where air carriers were deemed to 
be common carriers, the new conditions would probably not create an added 
liability, and that in these cases the possibility of increased insurance premiums 
was negligible. Mr. Goodfellow commented that a distinction must be drawn 
between premium rates in the United States and elsewhere. So far as the U. S. 
carriers were concerned, the new conditions would merely mean that in all 
claims not governed by the Warsaw Convention U. S. law would apply and the 
carrier would be deemed to be a common carrier of passengers and goods as 
applied at the moment to internal air carriage by scheduled services. It would 
be a different matter for other air carriers who had so far been operating on the 
basis of a limitation of liability in all cases, coupled with the defence of con- 
tributory negligence. 

It was generally agreed that no further action appeared possible at the present 
time, but that members of the Union should watch developments, particularly 
in relation to operators outside the United States. 


10. Underwriting inethods and procedures 


Attention was drawn to the information published in 1949 in response to a 
questionnaire submitted to members of the Union, and it was suggested that it 
might be advantageous in view of the additional membership since that date 
to circulate a further questionnaire with a view to obtaining up to date 
information. 

It was agreed that the subject be deferred to the next meeting, and that ap- 
propriate documentation be furnished to the Committee. 


11. Products liability insurance 


Mr. Goodfellow raised the question of subrogation claims between insurers 
of airlines and aircraft manufacturers which he suggested were involving 
underwriters in unnecessary expenditure of large sums in litigation. He asked 
if it were possible to achieve agreement between the respective insurers to waive 
subrogation rights. 

Responding to doubts expressed as to the need for such an agreement, Mr. 
Goodfellow pointed out that, broadly speaking, the same underwriters were 
interested and the only real beneficiaries were the lawyers. He thought it a 
bad and expensive type of litigation for underwriters to undertake. 

During general discussion one member indicated it was his view that under- 
writers would prefer to preserve their individual rights of action in the matter. 
While members were apprehensive of the possibilities, particularly in relation 
to the larger aircraft coming on the market, it was felt that the position was 
too difficult to achieve agreement. 

There being no further business, the meeting terminated. 


INTERNATIONAL UNION OF AVIATION INSURERS—DRAFT MINUTES OF A MEETING OF 


THE JOINT COMMITTEE, HELD AT THE LONDON ASSURANCE, LONDON, ON TUESDAY, 
201TH May, 1958. 


Present 


W. de Viaming (President) (in the Chair), G. de Beaucorps, G. BD. Clair, 
A. Goodfellow, A. B. Hunter, R. H. Jennens, E. A. Kubli, B. de Mori, L. Porte, 
A. J. Smith, J. Veron, A. de Walque, H. H. Wimmer, H. Beers, P. Langmead 
(General Secretary). 

The President opened the meeting by expressing on behalf of all present appre- 
ciation of the facilities afforded to them by their hosts enabling the I. U. A. I. 
Subcommittee meetings to be held in London. 
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1. Minutes 


There being no comments, the minutes of the meeting held on 29th March, 1957, 
were declared correctly recorded and signed by the President. 


2. Rome Convention 


It was reported that the Rome Convention 1952, had been ratified by Spain, 
Canada, Egypt, Luxembourg and Pakistan. It was not known in what manner 
the insurance provisions of the Convention were being implemented, but enquiries 
were being made and members would be kept advised. 


3. Convention on hire, charter and interchange of aircraft 


It was reported that the draft Convention prepared by the Legal Committee 
of I. C. A. O. had some regard for the observations previously submitted by the 
I. U. A. 1., but that issue of the official text and comments thereon had been 
delayed. An unofficial copy was available, but the subcommittee felt it desirable 
to defer discussion on the proposed Convention until such time as the official 
documents were received from I. C. A. O. 


4. Collision Convention 


It was reported that, although it appeared on the agenda, it had not been 
possible to consider the proposed Convention at the recent meeting of the Legal 
Committee of I. C. A. O. owing to lack of time. 

The General Secretary reported that the I. C. A. O. Air Transport Commission 
had submitted recommendations to the Legal Committee to the effect that the 
amount of liability for passengers involved in an aerial collision be limited to 
twice that set out in the Warsaw Convention; that the limits for damage to 
property on the ground be those of the Rome Convention, 1952; that hull damage 
be limited to the market value of the aircraft at the time of the accident, and 
that consequential loss claims be limited to ten per cent of the value of the 
aircraft. On this basis, and using the Boeing 707 as an example, it was sug- 
gested that the maximum amount of claims which could arise out of an aerial 
collision on the bas’s suggested would be $10,200,000. The Commission also 
discussed the possible effect of the proposed Convention on insurance premiums, 
and came to the conclusion that this would not be very great. 

The subcommittee, bearing in mind that the Convention was not unanimously 
supported within I. C. A. O., suggested that no further comments be submitted 
to I. C. A. O., thereon at the present time, but that the General Secretary should 
keep members advised of further developments. 


5. “Respect the lead” agreement 


The President reported briefly on the developments in the London market which 
had culminated in a “Respect the Lead” Agreement subscribed to by Lloyd's 
underwriters and the British companies. As drawn up, the agreement was 
operative only as between British underwriters, but the hope had been expressed 
that members of the I. U. A. I. would support the British market in its efforts 
to encourage stability in aviation insurance. 

Arising therefrom, he had had an informal meeting with representatives from 
both Lloyd’s and the British companies for purposes of clarification, during 
which he had emphasised the statement he had made at Amsterdam that the 
I. U. A. I. was not a rate-making organisation. While the Union could assist in 
bringing together all aviation markets for the purpose of furthering the sound 
development of aviation insurance, it could not constitutionally bind its members 
in a collective agreement of this nature. Adherence to the “Respect the Lead” 
Agreement was a matter for decision by members in their individual capacity. 
He was sure that the principles of the agreement would commend themselves to 
aviation underwriters generally as a genuine effort to bring stability to the 
market, but the continental market was growing and there might be difficulties 
in operating the agreement as drafted. In addition, the American market would 
be precluded from participating by virtue of the anti-trust laws of that country. 
Any move to widen the support for the agreement must emanate from the London 
market itself and there the matter had been left. So far as he knew the agree- 
ment was working satisfactorily and there had been no developments arising 
out of his conversation with market representatives. 

Representatives from the London market reported that the British companies 
would welcome the widest possible adherence to the principles of the agreement, 
but while the Lloyd’s underwriters were appreciative of the possibilities, they 
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felt themselves unable at the present stage to invite other markets to join the 
agreement as it stood. Discussions were being mooted for a further development 
of the present form of agreement, and the question would be kept in mind. There 
was no reason to suppose that even in the absence of a formal agreement the 
British market would not co-operate in those cases where the lead was held in 
other markets. In reply to questions, it was indicated that the agreement had 
been made solely under the pressure of adverse results due to indiscriminate 
competition, it dealt solely with renewals, and that it would be effective until 
the 3lst December, 1959, during which period the working of the agreement 
would no doubt be under constant review. 

A French representative pointed out that joint hull agreements existed in the 
marine markets which were in general working satisfactorily. He felt that a 
similar type of agreement for the aviation market would be advantageous to all 
concerned. He emphasized that they were prepared to co-operate with the 
London market, but it was essential for any “respect the load” to be reciprocal. 

The German representative indicated that they had already expressed their 
agreement in principle with an understanding such as existed in the marine 
market, but they were in the same position as the American market in view 
of the antitrust laws in Germany. For practical purposes they must naturally 
reserve their position to combat serious competition from any world market, but 
they had to bear in mind that universal acceptance of a rigid formula might lead 
to self-insurance by their national airline. In view of their heavy reliance on 
the British market for reinsurance facilities, co-operation was a practical neces- 
sity, and he felt that consultation between the foreign and British markets would 
be an effective and practical method of achieving stability. 

The Swiss representative felt that although they were in full sympathy with 
the London market, there would be difficulties in securing Swiss acceptance of 
this agreement since they were not directly concerned with most of its pro- 
visions. Their main business centered around the national airline. Rates for 
airlines had diminished to uneconomically low levels in recent years and their 
rating, in common he supposed with that of other national pools, would have to 
conform to their experience of results over a period of years. He appreciated, 
however, that in view of the fact that a considerable amount of reinsurance was 
placed in London, there would have to be full consultation between the London 
market and the national pools. 

Mr. Smith expressed some diffidence in taking part in the discussion since he 
could speak only for the U.S. A. I. G., and whatever views there might be on the 
measures taken by other aviation insurance markets to safeguard the market 
from disaster, he emphasized that they in the United States could not subscribe 
to any form of agreement. He felt it was insufficiently realized abroad how 
strongly they were bound by their national laws relating to trusts. United 
States marine insurers were in a privileged position under a special Act of 
Congress, but even so American representatives at meetings of the Institute of 
Marine Insurance had always drawn attention to the fact that in spite of the 
Federal Act they were still subject to certain restrictions. The U. 8S. A. I. G. 
had lost a considerable amount of American aviation business to markets overseas 
owing to excessive competition, but they had had to accept that fact. He had 
serious doubts whether a strictly formal agreement would be workable, but he 
appreciated that the step taken by the London market would help to avoid the 
catastrophic consequences of a continuation of the present gravely low level of 
rates. 

Mr. Smith agreed with the President that the Union was unable constitu- 
tionally to take part in such an agreement and that the subject be reported to 
the Annual General Meeting as an item of information. This would not preclude 
the London market from soliciting the co-operation of individual members, but it 
should be made clear that the I. U. A. I. could not take part either in this or in 
any other agreement and he again emphasised that if there ever were any 
question of rating agreements within the Union, the U. 8. A. I. G., would have to 
reconsider the question of membership. 

In response to a suggestion that airlines might consider self-insurance, it was 
pointed out that vast sums were being lent by banks and insurance companies 
for capital expansion, and it was doubtful if these would be willing to see self- 
insurance funds. It was appreciated that airlines in Europe were nearly all 
associated with Government control, but nevertheless the London market were 
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prepared to accept the possibility and to continue to endeavour to place aviation 
business on a sound footing. 

It was agreed that the Union as such could not bind its members to an agree- 
ment, that developments in the London market be kept under review, and that 
the position be reported to the Annual General Meeting. 


6. Atomic risks 


The Committee noted a recommendation submitted by Mr. B. Spycket (“Asso- 
ciation Générale”) that the Union set up a committee to investigate atomic risks 
in relation to aviation insurance. The French Pool, while not refusing to cover 
atomic risks inherent in air transport, were of the opinion that it should be 
excluded from the standard policy form and it had therefore inserted in its 
aviation policy an appropriate exclusion clause. It recommended that a com- 
mittee investigate the subject in all its phases and record its findings, at least on 
the following points: 

(1) The possibility of excluding atomic risks from existing policies. 

(2) The capacity of the international aviation insurance market to cover 
atomic risks so far as they are applicable to air transport, taking into account 
existing legislation. 

The Committee also noted that a draft international convention on civil respon- 
sibility for damage caused by use of nuclear energy for peaceful purposes had 
been prepared by the Comité European des Assurances, and that it was proposed 
to submit this to O. E. E. C. 

The President reminded the meeting that, in addition to the formation of 
atomic insurance pools, other organisations were devoting thought to the subject 
of atomic risks, and it would be wise for aviation underwriters to follow suit. 
He appreciated that the simplest course would be to exclude the risk from 
existing policies, but this was a negative course and it would be preferable to 
initiate an investigation with a view to taking more constructive action. The 
risk of catastrophic claims was serious, particularly in connection with damage 
to nuclear reactors. These, he felt, could not be accepted by aviation under- 
writers individually, but might be covered in pool form. He therefore advocated 
the formation of a subcommittee to consider the matter and hoped that repre- 
sentatives from Lloyds would be able to take part. 

Mr. Jennens indicated that nothing had been done in the absence of specific 
requests by policyholders for an extension of the existing limits of cover. In due 
course operators might require higher limits to cover the contingencies referred 
to by the President, and the position could then be investigated. 

Mr. Clair was of the opinion that the owner of a nuclear reactor should be 
responsible for a!! liabilities arising therefrom, and that aviation underwriters 
should not give cover. He agreed with the position taken up by the French Pool, 
and understood that the Insurance Atomic Energy meeting in London had advo- 
cated that operators of nuclear reactors insure third party liability risks with an 
undertaking not to pursue rights of recourse against others. He felt it would 
be preferable for aviation insurers to wait until the position was clarified. It 
might be that they would have to consider affording private cover. Risks arising 
from the carriage of isotopes were negligible, but in his opinion the insurance 
of other atomic risks was a matter best left to the atomic insurance pools. His 
association had been in communication with Lloyds in the matter, but with little 
result, and he thought that they would not take part in any investigation 
initiated by the Union. 

Mr. Goodfellow expressed the view that the aviation market could not disasso- 
ciate itself from the risks attaching to nuclear propelled aircraft and the transport 
of radio isotopes, but he agreed that third party damage to nuclear reactors 
should be the responsibility of the owner. 

Dr. de Mori drew attention to the proposed draft convention on establishing 
and limiting the civil liabilities of operators of nuclear reactors. The convention 
excluded the production and transportation of radio isotopes, which he felt was 
important and worthy of further study by the Union. He was therefore in favour 
of a committee being set up. He was Chairman of the Italian Atomic Pool, and 
he suggested that Mr. Gravelin be included in 2 subcommittee in view of his 
contacts with the atomic pool in France. 

Dr. Kubli thought insurers could not avoid liability, but he understood that 
B. E. A., which transported a considerable volume of isotopes, had recently dis- 
continued wing tip services on the ground that nuclear cargo could be safely 
transported in the freight compartment. B. E. A. had previously discussed the 
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position with their insurers, and he believed it had been agreed that they were 
eovered under their normal policy without additional premium. A new code for 
handling radioactive materials had been issued by I. A. T. A., and he felt that a 
subcommittee was unnecessary. He was in a position to answer questions of a 
general nature on the transport of radio isotopes. His company were in charge 
of a special study centre and he could make information available to members. 
He understood that discussions concerning channelling of liability and rights of 
recourse against aircraft operators were taking place, but no decision had been 
reached. It was his view that members of the Union should notify Central Office 
of all developments within their own countries with a view to reporting to the 
next Annual General Meeting when a decision on setting up a subcommittee 
zould be taken. 

Mr. Hunter indicated that a number of Boeing 707’s were being ordered with 
wing tip containers, but he thought that the transport of isotopes presented no 
problems since in his experience operators were following a very rigid code of 
regulations to prevent occurrences, and certain conditions would have to exist 
before injury could take place. It would be necessary for packages to break 
open depositing their contents within a short distance of a passenger, who would 
then have to be exposed to radiation for at least three hours. This was most 
unlikely and the general feeling appeared to be that it was not a serious problem, 
So far as cargoes were concerned, the only foreseeable danger was to animals 
and photographic film. 

Mr. Smith intimated that they had given the subject very serious thought in 
the direction of restricted coverage. Whether or not they would be able to limit 
their liability depended upon the attitude of the atomic insurance pools and the 
reactions of their reinsurers. Their competitors had taken the view that no re- 
striction was necessary and it was not his intention to restrict cover at the 
present time. It would be wrong to take a firm decision now, but the question 
could not be ignored. The subject should be pursued informally and be further 
considered at the Annual General Meeting. 

Dr. Wimmer made the point that as the question of right of recourse against 
the insurers of air operators was being discussed by national atomic pools, the 
matter was urgent and that aviation underwriters should make it clear that the 
insurance of the aviation risk in relation to nuclear reactors on the ground was a 
matter for the pools. The insurance of radio isotopes was also of importance to 
aviation underwriters, and he was in favour of forming a subcommittee for the 
purpose of examining the subject in all its aspects and with a view to observing 
developments in, and maintaining contact with, other organisations. 

Mr. de Beaucorps supported the formation of a subcommittee to study develop- 
ments and to advise members fully on the possibility of damage to nuclear reac- 
tors and the implications for personal accident and public liability policies. It 
seemed that there were differing opinions on the danger arising out of the carriage 
of radio isotopes and aviation insurers ought to put themselves in the position of 
being able to advise air carriers if asked. 

Mr. Jennens agreed with a suggestion by Mr. de Walque that the matter be 
left in the hands of individual members initially, with a view to a subcommittee 
later. 

The General Secretary pointed out that it had already been decided at a pre- 
vious meeting that members should inform Central Office of national develop- 
ments, but that little or no information had been made available to him. It was 
necessary to ascertain not only the insurance and legal developments in individual 
countries, but also to maintain contact with other organisations. This would 
not be practicable if left to individual members. 

It was finally agreed that Dr. de Mori, Mr. Hunter, Mr. Goodfellow and the 
General Secretary develop the available information with a view to determining 
whether or not it would be necessary to set up an official subcommittee. 


7. Standard clauses 


It was reported that, arising out of earlier decisions of the Committee and of 
the Annual General Meeting, consideration be given to standardisation of avia- 
tion clauses and policy wordings. Appropriate documentation had been obtained 
from members, and the meeting was asked to determine the extent of the investi- 
gation to be undertaken. 

Mr. Jennens pointed out that there were two standard policies in the London 
market which were very similar, and he thought that it might be possible to 
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amalgamate the two forms for consideration by other markets with a view to 
adoption. 

The General Secretary reminded the meeting that the subject had been origi- 
nated by Dr. de Mori, who had submitted a list of points he felt might be investi- 
gated with a view to standardisation. A comparison had been made of the docu- 
ments submitted from each market clause by clause, and the investigation showed 
that in general policies were based on two completely different philosophies. The 
British type of policy, which was followed in a number of cases, was the simplest. 
He felt that in view of the cost which would be involved in translating the docu- 
ments into English and the difficulties inherent in securing standard wordings for 
policies as a whole, it might be desirable to confine the study initially to staud- 
ardisation of specific clauses. 

Dr. de Mori indicated that it was not his suggestion to formulate a standard 
form of policy since this presented considerable difficulties, but to standardise 
certain clauses from a technical and definitive point of view with the object of 
clarifying and, if possible, unifying the risks covered by individual market 
policies. Continental markets were required to comply with certain legal formali- 
ties in presentation of their policy, and could not therefore conform to the British 
type of policy in entirety. He proposed that individual markets translate for the 
benefit of Central Office the particular clauses the subcommittee felt warranted 
further investigation, and he offered to co-operate with the General Secretary in 
preparing a report for submission at the next meeting. 

Dr. Wimmer supported the views put forward by Dr. de Mori and was of the 
opinion that considerable benefit would accrue from unification of certain clauses. 

Dr. Kubli asked if it were possible for Central Office to circulate standard 
clauses in use in the London market for the guidance of other members, and he 
suggested publication of a handbook containing standard clauses in world-wide 
use, together with a section on recommended practices in aircraft accident 
investigation. 

Mr. de Beaucorps felt that the subject was of considerable importance in view 
of the possibility of joint hull understandings. It was important for each country 
to know precisely what cover was being given by other markets, and that each 
understood the implications of individual clauses contained in policies issued 
elsewhere. 

Mr. Smith agreed with Dr. de Mori's view that it would be impossible for the 
General Secretary to make a complete comparison of all policies. It would be 
necessary for Central Office to be kept up to date with the changes occurring 
from time to time. He felt that perhaps the best procedure would be for members 
to communicate with each other when there was a question of a change in 
wordings. It would be an impossible task to attempt to achieve a standard form 
of policy, but there were certain basic clauses which, as a result of exchange 
of experience, could be standardised, leading to more orderly development. 
Central Office could be a useful medium for the exchange of information of this 
kind, and it would be open to the General Secretary to determine such further 
action as he thought necessary if he learned of serious differences between the 
various markets in the wording of important clauses. 

Dr. Wimmer agreed with Mr. Smith that much work could be done on the 
initiative of all members, but as a basis it would be advantageous to commence 
an investigation on the lines of Dr. de Mori’s proposals. He referred particularly 
to a standardised wording for the mechanical breakdown clause and expressed 
the opinion that a basic uniformity on certain aspects could ultimately be 
developed further. 

The General Secretary again pointed out the practical difficulties of com- 
paring policies clause by clause, even on the simple basis of Dr. de Mori's 
proposals. He suggested that it might be appropriate for Central Office to 
circulate among members a copy of the British standard forms which were the 
simplest and to ask members to indicate in English whether and how their own 
policies differed specifically from the British standard forms on the basis of the 
points submitted by Dr. de Mori. 

It was finally agreed that the General Secretary proceed on the lines he had 
indicated. 


&. Reorganisation of committees 


The President reminded the meeting of the suggestion that consideration be 
given to combining the present two subcommittees. He was of the opinion that 
there was a general feeling that it would be a retrograde step to dispense with 
the Technical and Statistical Committee, even though it had almost completed its 
statistical work. Technical questions were always arising and he felt that 
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it would be exceedingly useful for the Technical Committee to expand its work 
by the addition of technically qualified personnel. It would be open to the 
Technical Committee to place recommendations before the Joint Committee 
for discussion. 

Mr. Jennens agreed with the President, and added that if the committees were 
combined it would still be necessary for a division into separate sections dealing 
with underwriting, legal and technical matters. It was his view that the 
Underwriting Committee already spent considerable time on subjects not purely 
of an underwriting character. 

Mr. Clair agreed with the view that the technical aspect was of increasing 
importance and that the Technical Subcommittee should be maintained with 
the incorporation of technically qualified personnel. 

Dr. Wimmer indicated that his proposal to amalgamate the two committees 
had originated from his impression that the statistical work of the committee 
had almost finished, and the fact that some members of the subcommittee were 
underwriters as opposed to technicians. He agreed with the proposal to extend 
the scope of the work of the Technical Committee, and thought that discussion 
of common problems in joint commttee, as suggested by the President, would be 
an adequate solution. 

The meeting discussed the question of obtaining new members to serve on 
the Technical Committee, and Mr. Smith indicated his willingness to help 
insofar as his organisation was able. They had qualified members on the 
staff in close contact with the Flight Safety Foundation who would be pleased 
to take part in the technical work of the Union. 

The President thanked the U. S. A. I. G. for their kind offer and it was 
decided to proceed along the lines indicated. 


9. Jet aircraft 


The President indicated that the subject with which they were all deeply 
concerned at the present time was that of the forthcoming introduction of 
jet aircraft. As the first impact would be felt in the United States, and as 
the American representatives had already had some experience in the matter, 
he asked Mr. Smith to open the discussion. 

Mr. Smith stated that, without attempting to inject into the discussion any 
question of collusion or control of rating with which as an organisation they 
could not associate themselves, it should be possible to consider on a broad 
basis the pattern of underwriting of the new jet aircraft. They had adopted 
certain principles when dealing with the Boeing 707 as a factory risk which 
he felt might well be considered as basic to the whole subject of the insurance 
of jet aircraft. He placed special emphasis on the problems associated with 
the operational hazards in the use of turbo engines. 

Responding to Mr. Smith’s request to amplify points of detail, Mr. Beers 
indicated that one of their main considerations had been the risks of ingestion 
of foreign objects and the fire potential within engine pods. They desired 
to eliminate as far as possible losses arising out of ordinary wear and tear 
and what might be described as the “nonaccidental” type of engine ingestion. 
They were concerned in the first place to restrict cover against losses which 
appeared to be inherent in the very nature of turbo jet engines and basically, 
therefore, they had excluded from their policies all damage to turbo engines, 
except that caused by named perils. The effect was the exclusion both of fire, 
unless this arose externally from the engine, and certain types of engine in- 
gestion. In addition, it had been decided that a high deductible for engine 
damage was essential. In practice it might be that if an aircraft were destroyed 
completely the high deductible for engine losses would not affect the over- 
all insurance position. Figures of jet engine overhauls disclosed by the 
U. S. A. F. indicated that the problem was of serious magnitude, and it was 
essential to acquaint operators with the necessity for good housekeeping by 
ensuring that runways and taxiways were completely clear of any objects 
likely to be sucked into the air intake. Wear and tear of turbine blades pre- 
sented a problem, and in the absence of suitable provisions insurers would be 
placed in the position of paying for something which was really a normal wear 
and tear overhaul. 

It was thought that the following wording which had been agreed after 
joint consultation between insurer and insured covered the position, at least 
in the foreseeable future : 

“Engine and/or accessories, failure or damage and the consequences thereof 
within an engine pod, are to be excluded (but not further damage to the re- 
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mainder of the aircraft resulting therefrom) unless caused by named perils, 
such as: 

“1. Fire initiated externally to the engine casing. 

“2. Ingestion at one time of any object or objects which suddently, imme- 
diately and unexpectedly caused damage. Each occurrence, each engine, 
to be a separate claim unless such damage is caused by crash landing. 

“8 Forces (other than ingestion) external to the aircraft”. 

Mr. Hunter pointed out that the wording was applicable only if there were 
high deductibles, and applied only to aircraft with podded engines, as opposed 
to those with buried engine installations, which introduced other considerations. 
The amount of the deductible for jet aircraft should be in the region of one- 
third of the engine value, and this figure had been arrived at in order to keep 
the premiums within reasonable limits. So far as premature overhauls were 
concerned, they had produced a standard formula in which the airline bore 
a certain share of the cost and the insurers the balance. The formula appeared 
to be working satisfactorily with most operators and could apply equally to 
jet aircraft. 

Mr. Porte sought clarification on the question of position of the engine pods. 
In the case of the Caravelle these were placed high up on the fuselage at 
the rear, and there was less risk of ingestion than in other types. They had 
considered the consequences of foreign object ingestion and were of the opinion 
that damage caused by the introduction of stones was not an accident within 
the usual definition, and therefore outside the terms of the ordinary policy. 
The intake of tools left either on the wing or in the air intake was a different 
matter. Their experience had been that for some aircraft overhauls were 
necessary approximately every 60 hours owing to the intake of large quantities 
of stones. 

Discussing further some of the problems associated with the pattern of rating, 
deductibles and spread of risk, it was accepted that experience as between dif- 
ferent airlines and that history of production as between the Boeing 707 proto- 
type which had flown for several years, and the DC-—8, where, the period was 
considerably less, required an individual approach. Improvements in material 
construction and lay-out of aircraft had to be kept in proper perspective. Exper- 
ience of new types had shown that improved techniques had not necessarily 
resulted in improvements in the risk. Fatal accidents often arose from sources 
completely disassociated from the aircraft itself, for example three out of four 
of the recent serious accidents could be described as Acts of God, and Mr. Hunter 
indicated that statistics showed that four out of every hundred aircraft pro- 
hy had been a total loss, and there was no reason to doubt a continuance of 
this ratio. 

The question of constructive total loss would be an important matter. With 
existing types of aircraft disposal of salvage was not unduly onerous, but it was 
going to he more difficult in connection with the new type of jet aircraft. 

Mr. Boers pointed out that jet aircraft in manufacturers’ hands were main- 
tained under almost surgical conditions, but that this would not be so when 
aircraft were operating daily. On the question of insurance charges, he indi- 
cated that they had developed the philosophy of co-operating closely with their 
insurers with a tentative approach on the question of their fairness, and it had 
been agreed that a long term view was necessary. He thought that the tendency 
of airlines would be towards the insurance of catastrophic consequences. 

It was also pointed out that operational problems consequent upon incor- 
porating jet aircraft flights into piston engine traffic accentuated the question 
of passenger liability. It was the practice of some underwriters to rate on the 
basis of the number of seats, which did not allow for the considerable increased 
exposure which might be expected. It was suggested that this position could 
be met by rating on a passenger mile basis. 

On the question of deductibles, it was pointed out that it was important to set 
a figure which would cover at least the known and accepted loss. The figure 
would he denendent upon a number of factors, including the financial resources 
of clients and specific insurance requirements which might be imposed by the 
financial circles lending money to airlines for the purpose of capital equipment. 
The figure accepted at the present time was in the region of $100,000 per engine. 

The American market was the first most directly concerned with the insurance 
of iet aircraft, but Dr. Wimmer pointed out that the question of reinsurance 
was a matter of considerable importance with which the whole aviation insur- 
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ance world would be faced in the near future. Most companies and national 
Pools would not wish to retain large lines on the new jet aircraft which would 
inevitably lead to a large number of retrocessions with the direct consequence 
of increased costs. It would seem desirable to consider some method of placing 
the business at minimum cost, which prompted the suggestion that some kind of 
international Pool was the only answer. Dr. Wimmer would prefer to obtain 
business on a direct basis as was their present procedure with the British market, 
and thus avoid the cost of a number of retrocessions. The matter was urgent 
and should be discussed further without delay. 

Dr. Kubli thought the position could be met by way of exchange of business 
between interested organisations on a reciprocal basis, although the possibility 
of high retentions would need to be carefully watched. 

The President agreed that prudence demanded as wide a spread as possible, 
but that it would make for difficulty if it were necessary for brokers to approach 
large numbers of reinsurers, and it would seem that an alternative method 
would be to set up a central organisation. 

Mr. de Beaucorps pointed out that while it would be complicated and expensivé 
to contact all specialist companies, it might be possible to minimise work and 
expense if contracts were made by way of a national Pool who, in turn, would 
be responsible for cessions to their constituent members, and he urged that the 
subject be discussed without delay, a view which was supported by Mr. Clair, 
in order that the matter could be fully discussed at the next Annual General 
Meeting. 

This view was opposed by Mr. de Walque, who felt that the market would 
find its own level and that it was not necessary to deal specifically with the 
question. 

The President put forward the view that the risk be excluded from ordinary 
covers and placed separately with international collaboration on net retention 
lines, thus avoiding much unnecessary work and expense involved in placing 
reinsurance treaties. He appreciated that this might be difficult for the London 
market, but did not think that it would be so on the continent. 

Mr. Smith was not opposed in principle to the spread of risk on an interna- 
tional basis, but thought that there would be serious objections, not in relation 
to reinsurance, but if the method adopted resulted in the issue of a multiplicity 
of policies. Organisations who financed airlines would not be agreeable to receiv- 
ing a number of policies on one risk. Referring to Mr. de Beaucorps’ reminder 
that Mr. Gravelin had in writing submitted the proposal that the insurance of jet 
aircraft in a fleet be dealt with by means of separate covers, Mr. Smith suggested 
that the idea was not without danger and needed careful consideration. 


10. Accident investigation 


Dr. Wimmer suggested that aviation insurers were handicapped by inability 
to obtain visas with the minimum of delay ior the purpose of attending at the 
scene of crashed aircraft in foreign countries, and that it might be appropriate 
for the I. U. A. I. to make representations to I. C. A, O. seeking the cooperation 
of that organisation in securing that every facility be accorded to insurers in this 
connection. They had experienced some difficulty, and he wondered if the same 
position applied in other countries. 

Mr. Smith was of the opinion that it was not a matter for I. C. A. O., since 
the problem could be met within the Union itself by members helping each other. 
They themselves had rendered assistance to other members in the past, and he 
felt that this was the most practical procedure. 

Mr. Hunter indicated that they had solved the problem by endeavouring to 
include their representative as an agreed member of the airline investigation 
team, which almost always ensured that a visa was available on arrival at 
destination. He was sure that airlines would be agreeable to cooperating with 
their insurers in this respect. 

In response to the suggestion that this would not apply in the case of a 
private aircraft, Mr. Hunter pointed out that under I. C. A. O. regulations the 
owner of the aeroplane had access to the wreckage and that the insurer acting 
with the owner should have no difficulty. He appreciated that the obtaining of 
visas without delay was sometimes a matter of difficulty, but he had found that 
their own national airlines were always willing to help and it was his experience 
that this was the quickest method of obtaining a visa. 

There being no further business, the meeting terminated. 
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Report on Ark TRANSPORT INSURANCE 


(Prepared for the consideration of its members by Air Transport Association 
of America) 


FOREWORD 


The Air Transport Association of America, pursuant to instructions from its 
directors,) has completed a study of air transport casualty and fire insurance 
coverage, and submits herewith its report for the consideration of the members. 

In preparing this report the association’s representatives have consulted and 
corresponded with various insurance company officials and have made their 
own investigation and inquiry into proposals submitted by insurance groups. 
Full utilization has been made of all material of public record. 

The association has had the advice and assistance of Wolfe, Corcoran & Linder, 
a firm of independent actuaries experienced in all principal branches of the in- 
surance business, as well as aid from its counsel, Covington, Bur.ing, Rublee, 
Acheson & Shorb. 

Copies of this report are being sent to the president, treasurer, and attorney 
of each airline. It is hoped that the report will receive careful consideration by 
the appropriate committee of the Finance and Accounting Conference. 

Written comments from all members of the association are requested. A 
meeting will be called in the near future to discuss the report and accompanying 
recommendations. 

Respectfully submitted. 

Epcar 8S. Gorre.y, President. 


A. INTRODUCTION 


This study was conducted with several objects in mind. Recognizing that air 
transportation is on the threshold of an unprecedented growth and development, 
the ussociation’s directors felt that a general review of the airline insurance 
problem was desirable in order to make certain that there were available to 
American-flag airlines, individually and as a group, the most economic, safe, and 
efficient forms of insurance possible. If the airlines cannot insure against the 
principal risks they will encounter during the coming growth period, if the in- 
surance carried is financially unsound, or if the machinery for covering risks 
and meeting claims does not function with maximuin efficiency, to that extent 
will the growth and development of air transportation obviously be hampered. 

Starting with these broad and fundamental considerations in mind, the asso- 
ciation’s insurance inquiry has included a review of the following: 

(a) The operations of existing insurance markets ; 

(b) Self-insurance ; 

(c) New proposals submitted for handling air transport insurance; 

(d) Proposed Federal aviation reinsurance legislation. 
The study has led to certain definite recommendations which are submitted at 
the conclusion of this report. 


B. THE EXISTING AIRLINE INSURANCE MARKETS 


At the present time there are two principal markets fur air transport casualty 
and fire insurance; namely, United States Aviation Underwriters, Inc., and 
Associated Aviation Underwriters, Inc. These groups have been in business for 
some time and have rendered important service to the air transport industry, 
particularly during the pioneer period. The companies that are members of these 
groups are financially strong, experienced, and well established. Much of the 
service rendered airline policyholders has been of good quality, particularly the 
claim service. 

One additional group, Aero Insurance Underwriters, writes certain classes of 
aviation risks, but this group has not in recent years particiapted to any great 
extent in writing the principal classes of air transport risks. Exhibit 1 lists the 
names of the companies that are members of each of the above three groups and 


indicates those companies participating which it is understood are foreign owned 
or controlled. 


1 Meeting of July 16, 1942. 
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The association’s study did not include a complete analysis of the operations 
of these principal air transport insurance markets. Even assuming Lecessury 
permission to make such a study could have been obtained from the insurers 
concerned, the undertaking would have required time and funds not available. 
Moreover, an inquiry of this type would have duplicated an investigation which 
it is understood is now being completed by the staff of the Civil Aeronautics 
Board. The Board's investigation, which has been made with the assistance of 
an expert loaned to the Board by the New York State lusurance Department, is 
reported to have been extensive and searching. ‘The Board's staff hus appar- 
ently reviewed all correspondence between the insurance groups and the various 
airlines and the manner in which each individual airline account was handled 
has been thoroughly analyzed. A detuiled examination of the operations of each 
group was made, including a determination of profits and losses for each airline 
account. The results of this investigation are not now available. It is antici- 
pated, however, that the Board will issue a report in the near future. 

While the association did not make as detailed an investigation, some phases: 
of the operation of the two principal groups were reviewed by it as a necessary 
prelude to an inquiry into the merits of the new proposals for handling airline 
insurance which have been presented. Certain conclusions were reached as @ 


result of this review which are presented here for the consideration of the 
association’s members. 


(1) Underwriting results and profits 


Unfortunately, information as to past underwriting results and profits ob- 
tained and arising out of various classes of air transport insurance is sketchy 
and incomplete. The association requested the two principal air transport 
insurance groups to furnish such information for use in connectivun with this 
report, but its request was refused. 

The only facts available, therefore, are those which could be found in the 
public records of the New York State Insurance Department, which exercises 
a degree of supervision over companies wWriling aviation insurance in New York 
State. These are figures assembled by the Buard of Aviation Underwriters and 
consist of certain overall figures combining the experience of all aviation insur- 
ance groups and presenting general underwriting results broken down by 
varivus classes of risk based upon information submitted by the insurance com- 
panies concerned. Only the experience in casualty lines is shown, no reliable 
data on underwriting of aviation fire risks or airline workimen’s compensation 
being available from any public source. No accurate infurmation could be 
obtained with respect to the operation of any individual aviation insurance 
group. 

The summary of the experience of scheduled airlines (domestic) for the 
period from 1937 to 1941, inclusive, for the principal lines of casualty insurance, 
i. e., hull, passenger liability, public liability, and property damage, as prepared 


from the information obtained from the New York Insurance Depurtment, is 
set forth below.’ 


* The figures obtained from the New York Department show esters written, not pre- 
miums earned. For the years 1937-40 there can be little difference between premiums 
written and premiums earned. In order to put the experience of scheduled airlines on a 
premiums-earned basis, however, it was necessary to adjust the figures for 1941. The 
adjustment was made by assuming that 50 percent of the premiums written during that 


year Were earned by the end of the year. his adjustment is probably weighted in favor 
of the insurers. 

No figures for 1942 are as yet available. Information as to experience prior to 1937 will 
be found in exhibit 2. 
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The experience shown is exclusively that of United States Aviation Under- 
writers, Inc., and Associated Aviation Underwriters, Inc., combined, since Aero 
Insurance Underwriters were not actually underwriting the types of airline risks 
Shown during the period. 

The. above figures show that for the various types of risk indicated, a total 
of $9,171,515 of premiums was earned in the period from 1937 to 1941, whereas 
losses (including allocated loss expense) during the period amounted to only 
$3,995,486. The ratio of losses incurred to premiums written ranged from 20,33 
to 55.02 percent and averaged 43.56 percent for the entire period. 

These figures do not indicate the total expenses incurred by the insurance 
underwriters, since only expenses which are directly allocable to a particular 
loss are disclosed. Expenses incident to day-to-day administration and service 
and to reinsurance are not stated. Without such expense information, it is 
obviously also impossible from figures available to compute the profits accruing 
to the insurance companies underwriting the various classes of airline risk shown. 

No figures showing total expense are available. It is possible, however, to 
estimate actual expenses oh the basis of expenses incurred in writing other types 
of insurance risk and information received from other insurance companies indi- 
eating the approximate expenses which would have to be incurred in writing the 
various airline risks covered by the above figures. 

On the basis of all available information, it would appear that the expenses 
of the two insurance groups whose figures are combined above have been in 
the neighborhood of from 20 to 25 percent, or from $1,834,303 to $2,292,879, of 
the total premiums earned for the period in question. These percentages take 
into account all group costs, indirect costs absorbed by members of the groups, 
expense of reinsurance, catastrophe, loading, etc. As has already been indicated, 
the total premiums earned amounted to $9,171,515, while losses incurred equaled 
43.56 percent of premiums written, or $3,995,486. Assuming that all expenses 
ranged from 20 to 25 percent of premiums earned, losses and expenses combined 
ranged from 63.56 to 68.56 percent of premiums. After allowing for all expenses 
and losses, from 36.44 to 31.44 percent of premiums was available as profit to 
the insurance companies handling the business during the 5-year period in ques- 
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tion. Expressed in dollar amounts, the insurance company profit is estimated to 
have ranged from approximately $2,883,150 to $3,341,726. 

These figures reflect a very substantial profit to the insurance companies, 
Representatives of the insurance groups concerned will challenge the conclusions 
reached both on the ground the figures reflect experience only since 1937 and the 
ground that premium rates in 1941 were lower than in any previous year. It 
is undoubtedly true that prior to 1937 losses incurred were larger in proportion 
to premiums written than they have been since that time; but, even taking the 
earlier period into account, it will be seen from the information contained in 
exhibit 2 that profits have been substantial. Furthermore, it is misleading to 
take 1941 premium rates and examine past experience on the assumption that 
these rates were in effect in prior years. Such a computation would undoubtedly 
show much smaller profits and higher loss ratios, but in order to be realistic, the 
actual losses incurred should be also adjusted downward in any such computa- 
tion in order to reflect the increasingly favorable airline experience. 

The experience since 1937 far more accurately reflects experience which may 
be expected in the future. Indeed, the insurance groups themselves have tacitly 
recognized the fact that experience since 1937 is of particular significance in that 
their various rating formulas in most cases are based upon experience during the 
preceding 3 years and in no case, insofar as can be determined, are based on 
past experience extending back beyond 5 years. 

Profits to the insurance companies have undoubtedly been out of proportion 
to the premiums written and losses incurred. There is every reason to believe 
that, in spite of the recent reduction in premium rates, the profits are still too 
great; or, stated another way, in spite of rate reductions and broadened coverage, 
the rates are still too high.’ 

(2) Lack of information 


The only source from which complete information concerning underwriting 
results and profits can possibly be obtained is from the insurance companies 
writing the airline insurance business. As has already been indicated, when 
the insurance study was commenced it was felt desirable to ask the two principal 
groups to submit information concerning their past operations. Each group was 
advised that in order intelligently to approach the problems presented by the 
study, it was necessary to have accurate information concerning their operations. 
It was made clear that only overall results were desired, and that the association 
was not requesting detailed analyses or information as to the individual account 
of any particular air carrier. Great difficulty was encountered in attempting 
to secure this information. 

United States Aviation Underwriters, Inc., was repeatedly asked to furnish 
information, but did not submit any of the data requested. Various reasons for 
refusing were given, none of which justifies the failure te comply with the asso- 
ciation’s request, particularly since it is understood the great majority, if not all, 
of the domestic air carriers involved gave their permission for the release of 
theinformation. (See exhibit 3.) 

Associated Aviation Underwriters, Inc., furnished the data requested. While 
the data has been of some help, it cannot be submitted to the members since it was 
furnished on the express understanding it would not be made generally available. 

The inability of the association, on behalf of its members, to obtain precise 
information as to past insurance operations, highlights one of the respects in 
which the present insurance arrangements are unsatisfactory. It is difficult to 
see how any air carrier can properly determine upon its particular insurance pro- 
gram without having detailed information not only as to its own account but as 
to premiums charged and experience in the various lines of business in which 
it is interested. Such information is not now available to the individual air 
carrier under the existing arrangements. Furthermore, from the point of view 
of the industry as a whole, the absence of full and complete information con- 
cerning insurance operations is most undesirable. 

The insurance carriers take the position that past experience is not a guide 
for the future. They urge that the air transport industry is not sufficiently 
established to make its past experience a measure of the future. They state that 


it is yet impossible to determine trends or tendencies on the basis of past exper- 
ience. 


* For an interesting discussion of the cost of aviation liability insurance, see Report to 


the Civil Aeronautics Board of a Study of Proposed Aviation Liability Legislation, by 
Edward C. Sweeney (June 1, 1941), p. 172 et seq. 
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While this attitude of the insurance companies goes to the weight which 
should he given to past experience in formulating future policy, it does not in 
any way justify-failure to release full information to the industry. Judgments 
as to the future are, of course, to a considerable extent, technical insurance judg- 
ments. These judgments, however, must also be made in the light of technical 
information in the field of aviation, and there is absolutely no reason why the 
release of the information should not be made. Just as there may be insurance 
considerations which make it necessary to discount the past, so may there be 
technieal aviation considerations which make the past experience significant. 

The insurance carriers also argue that the failure to release this information 
is prompted hy competitive considerations. This argument also seems fallacious, 
There are but two groups of companies writing this type of insurance business. 
Without making information generally available, competition between the two 
groups, if it does exist, must be on the level of salesmanship. It is far more 
advanta‘eous to the air transport industry and the public that competition be 
on the basis of performance and efficiency. The release of information would 
undouttedly attract more business to the company which operated most efficiently. 
This seems a thoroughly desirable result. Release of information would also 
permit the existing groups to maintain their present monopoly only so long as 
their operations were so efficient from the point of view of cost and service that 
others cou'd not successfully compete. As long as the airlines continue to place 
their business with insurance groups representing only a small percentage of the 
potential market, and the nature and extent of the airline transactions with such 
groups are not fully disclosed, it is not unlikely that the airlines will be, with 
some just fication, criticized for aiding and abetting the monopoly condition 
which results. 

In an industry having a wide public importance, financed in part by Govern- 
ment funds, there is no justification for keeping unavailable data of value to 
regulatory authorities and others concerned with the progress and development 
of air transportation. The air transport industry is peculiarly affected with the 
public interest and its affairs are matters of common concern. 


(3) Premium rates 


The New York State Insurance Department, which exercises a degree of super- 
vision over the existing groups writing air transport risks, has not required such 
groups to establish a central rating bureau for airline risks where all pertinent 
experience can be pooled and used to establish more scientific rating procedures. 
As a result, the premium rate which is charged a given airline is determined by 
each insurance group separately. This rate may be fixed at whatever level is 
avreeable to the airline and the insurer and need not necessarily have any logical 
relation to the premium rate which is charged another airline insuring with the 
same or some other group. 

Each of the present insuring groups has developed formulas which are used 
as the basis for determining the premium rate to be charged an airline for a given 
class of risk. These formulas are not applied mechanically nor do they have 
any legal sanction. They are, in fact, extremely flexible, and the various factors 
taken into account are factors which cannot be established in most cases except 
on the basis of a “trained guess.” The degree to which this judgment is shaded 
in the interest of the insuring group depends upon many intangible factors and 
never can he accurately determined by the airlines. 

The rate obtained by a particular carrier has no scientific basis. The insuring 
groups undoubtedly seek to establish rates which are fair and equitable. It is 
difficult, however, for them to act objectively. Under the ratemaking procedures 
which have been established, it is unavoidable that a large element of bargaining 
must enter the picture. Each airline is naturally anxious to get the best rate 
possible, and the insurer falls into the habit of making concessions which are 
sometimes genuine and sometimes not. While no precise information is available 
on this point, there is every reason to feel that certain airlines have shown greater 
bargaining power than others, and have as a consequence enjoyed rates which 
are in reality discriminatory when the rate situation is reviewed as a whole. 

The difficulties inherent in the situation are exaggerated due to the fact that 
the airlines have no information as to what rates have been charged other air- 
lines, nor as to the general underwriting results in the various lines of insurance. 
The airline must enter the negotiations more or less blind. It is dependent upon 
the good faith of the insurer, who alone can furnish the information upon which 
the negotiations are based. 
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Starting with formulas which are far from scientific and then allowing bar- 
gaining and negotiation to weight the calculations, it is unavoidable that the 
fairness of the ultimate rate fixed is largely a matter of chance. The partial 
retroactive rating plans used in some cases, while desirable, under the circum- 
stances do not make it possible entirely to offset the effect of rates which, in the 
light of subsequent experience, have clearly been weighted in favor of the insurer. 

Experience established over prior years is naturally a substantial factor in 
fixing the rate for the coming year. Insurers stress this fact and encourage their 
airline policyholders to believe that over a period of years “an equity” is built 
up which enables the airline to obtain cheaper insurance if its loss experience 
is good. This point is frequently overemphasized. It is undoubtedly true that 
an airline with favorable loss experience receives a lower rate than an airline 
which does not have such experience, assuming, of course, that both airlines in- 
sure With the same group. There is no indication, however, that the difference in 
rate is entirely comparable to the difference in experience. Moreover, the bar- 
gaining advantage, for reasons which have already been indicated, remains in 
the insurer, and there is no means by which an airline can, during a period of 
steadily declining loss ratios, obtain rates for the future which are justified in 
the light of current experience. The rates are determined on the basis of the 
past at a time when it is clear that the future will show a better experience. 

It is true that, so long as the insurers refuse to release information concerning 
the loss experience of various airlines, a company with a favorable experience 
may have difficulty in placing its insurance with another insurer at rates as 
favorable as might be obtained if the airlines remained with its former insurer. 
It seems likely, however, that the time is now past when insurers can continue 
to conceal information of general value to the industry, and when such informa- 
tion is released the so-called equity which the airline has built up may be used 
by it to as good advantage with any other insurer. Of course, it is also obvious 
that with the establishment of a more scientific basis for determining net prem- 
ium rates, the importance of the equity argument will correspondingly diminish. 
The failure of the existing insurance groups to submit proposals designed to give 
full benefit of experience to the participating airlines in itself suggests an un- 
willingness to make immediately available to the airlines reduction in premium 
costs which such experience would appear to warrant. 

A review of the procedures adopted in fixing premium rates suggests that the 
existing procedures work to the disadvantage of the airlines. By failing to re- 
lease pertinent information, the insurers place a premium upon an airline con- 
tinuing its insurance with the existing insurer. This accomplished, the insurer 
then applies a formula which is so flexible and subject to so many elements of 
judgment and trading as to be far from scientific, with the result that such an 
airline has little hope of receiving a premium rate which is fair and nondiscrimi- 
natory when measured in the light of premium rates charged other airlines. 
Such a situation should not be permitted to continue. 


(4) Policy forms 


It will be recalled that some time ago the members made their policy forms 
available to the association. Those have been examined and the results of this 
examination deserve brief mention. 

Even a cursory inspection confirms what has been generally known; namely, 
that there is a very substantial difference between the policy forms issued to the 
different airlines. These are differences in wording and other details, as well 
as substantial differences in the basic provisions. Notable in this latter connec- 
tion is the substantially different treatment given total loss provisions of hull 
policies. Not only do the existing groups have different policy forms, but it is 
not unusual to find that within a given group the policies issued do not contain 
identical provisions. 

The present insuring groups have failed to develop a uniform air transport 
liability policy adapted to meet the peculiar problems and needs of the air 
transport industry. Indeed, there is little evidence of any effort to work out such 
aform. The deficiencies are particularly noticeable in the field of international 
air transportation, and with the forthcoming expansion in this direction the 
seriousness of this deficiency will become more and more apparent. 

There is a definite need for a revision of policy forms and the development 
of uniform types for different classes of risk. Such a program would not pre- 
vent adding to the uniform policy at extra cost additional provisions designed 
to meet the peculiar needs of a particular air carrier. 
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The lack of uniformity in policy provisions lends itself readily to further 
discrimination as between airlines and serves to create additional discrepancies 
in the already spotty rate structure. The reasons for this are obvious. In 
addition to making adjustments in premium charges as the result of rate nego- 
tiations, it is possible for the insurer, without changing the rate, to make con- 
eessions to a particular airline by including in the policy some additional pro- 
vision by way of special endorsements which makes the policy more attractive. 
There is no indication that the variations in policy provisions which results 
from such negotiations are reflected in the premiums charged. Rather, it is 
likely that one of the elements which is the subject of bargaining between the 
airlines and the insurers is the inclusion of these special provisions which are 
added without corresponding increase in premium rate. 

A standardization of policy forms will not only permit preparation of a policy 
best suited to the peculiar needs of the air transport industry, but will also be 
an essential part of any program to develop a nondiscriminatory rate structure. 


(5) Brokerage affiliations of existing groups 


All companies now writing air transport casualty insurance are stock com- 
panies. There is quite general agreement among stock companies that they will 
deal with a policyholder or prospective policyholder only through a recognized 
insurance broker. While there is no legal requirement that the stock companies 
should conduct their business in this manner, the practice has been typical of 
the stock insurance underwriters’ method of doing business for many years. 
Mutual insurance companies, on the other hand, frequently deal directly with 
their policyholders and have no established practice which requires them to deal 
through brokers. 

The brokerage policy pursued by the existing air transport insurers is dis- 
advantageous to the airlines in several respects. There are substantial differ- 
ences in the extent and character of the services performed by brokers handling 
airline accounts. The commissions paid brokers do not vary substantially. 
The amount of commission paid has no relation to the services actually per- 
formed. In a few instances brokers perform substantial service for their air- 
line accounts, handling claims, and doing other miscellaneous work. Other 
brokers, probably the majority, do little or nothing. 

Some change in the existing brokerage commission arrangement for air trans- 
port insurance seems necessary. The problems of the airlines are so technical 
in nature and so constantly changing that company officials often must perform 
functions which, where other types of risks are involved, may be more readily 
handled by the broker. A commission arrangement geared to the value of 
services rendered, and indeed the elimination of brokerage expense in at least 
some cases, is called for. It must not be overlooked that in an industry of 
such public importance as the air transport business, the payment of brokerage 
commissions, without regard to services rendered, may be considered merely a 
form of patronage. 

The tight brokerage affiliation also tends to discourage any substantial change 
in insurance policies and arrangements. It is to the broker’s advantage to keep 
the account in status quo. His interest is not always that of developing the 
air transport business or molding insurance coverage to the needs of a changing 
industry. Quite unconsciously, the interjection of a broker into the relation 
between the airline and the insurer may impede progress and prevent, to a very 
considerable extent, the development of a more or less partnership relation 
between the policyholder and the insurer. 

This condition was well illustrated during this particular study. Neither 
of the insurance groups felt free to make proposals to the Air Transport Asso- 
ciation of America for change in insurance arrangements, or indeed to discuss 
the matter fully and freely with the association’s representatives. Their alli- 
ances with brokers were so strong they were willing to discuss the matter 
only through brokers representing the individual airlines. The machinery for 
considering the problems common to all airline policyholders did not exist. 

The insurance companies will not agree with the above analysis of the broker- 
age situation. They contend, on the contrary, that their practice is, in large 
part, formalistic, and that there are advantages to the brokerage system in 
terms of service, knowledge of the individual carriers’ accounts, ete., which 
outweigh the disadvantages. The arguments, pro and con, have long been 
discussed in insurance circles. Undoubtedly brokers perform useful and neces- 
sary service in their handling of many lines of casualty and fire insuranee. It 
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is felt, however, that whatever advantages the brokerage system may have, 
viewing insurance generally, experience has shown the system has disadvantages 
which outweigh its advantages in the field of air transport insurance. 

Recent activities by the Antitrust Division of the Department of Justice 
directed toward stock companies are reported to ua considerable extent to have 
been motivated by the restraint of trade features of the brokerage relation. 
While these cases have not been settled, they indicate an attitude on the part 
of the Government which warrants consideration by the air transport industry 
in reviewing its insurance problems. 

(6) Premium money reaching foreign insurance companies 

The existing insurance groups, in accordance with customary insurance prac- 
tice, assume a portion of the risk they underwrite and spread the remainder 
among additional companies through reinsurance. Some reinsurance is placed 
with American companies. A substantial amount of reinsurance is placed with 
Lloyd’s and other foreign-owned or foreign-controlled companies. The exact 
amount of premium money which finds its way to such insurers is not known. 
It seems likely that the amount is considerable. This condition presents several 
problems of general concern to the air transport industry. 

If, as seems likely, the United States finds itself after the war in competition 
with foreign airlines, particularly in the field of international air transportation, 
the placing of any substantial amount of American-flag insurance in the hands 
of foreign companies may not be desirable. Foreign insurance companies must 
obtain information concerning the airlines whose risks they assume before they 
will underwrite. Information thus obtained might prove harmful to the Ameri- 
can competitive position. It is also likely that rates to American carriers can 
be jockeyed to the competitive disadvantage of the United States. 

It is understood that the military aspects of the problem have given the 
Government considerable concern, presumably since there is no reason to 
believe that the present wartime restrictions on transmission of information 
through insurance channels will not be relaxed after the war. The problem 
was emphasized in another connection by Attorney General Francis Biddle 
in a letter dated January 13, 1943, to insurance companies and brokers through- 
out the United States, warning them of the dangers of transmitting to any 
foreign country information concerning insurance contracts. (See exhibit 4.) 

It is also a matter of some political importance that some of the mail pay 
received by American-flag carriers from the United States Government finds 
its way to foreign companies, particularly when it is likely that the American 
reinsurance market is not, in all cases, used to the fullest extent possible before 
placing the reinsurance in the hands of foreign companies. The reinsurance 
problem is discussed later at page 40 in more detail. 


C. SELF-INSURANCE 


Some airlines obtain protection against certain classes of risk through self- 
insurance. In the main, self-insurance is used to cover risks incident to the 
loss of a plane or other equipment because of crash. Self-insurance programs 
either supplanting or supplementing private insurance have been attempted by 
at least seven different airlines.* 

Self-insurance has some advantages over private insurance, particularly for 
the larger airline. A carrier which maintains a self-insurance reserve escapes 
many of the difficulties that are present in attempting to settle claims with pri- 
vate insurers. It is possible, with little fuss or redtape, to absorb the loss as it 
occurs with a resulting saving of time and effort. Many airlines can undoubtedly 
recall from their experience discussions with private insurers as to whether a 
given loss falls within or without the scope of a particular policy. Questions 
of this sort arise frequently and more often than not are settled by compromise 
with the result that the airline absorbs at least some of the loss. These diffi- 
culties do not arise where a self-insurance program is in effect. Moreover, self- 
insurance also provides a ready means for providing against certain risks which 
as a practical matter cannot be covered by insurance policies, unless gerhaps 
at an unduly high premium. 


TAll American Aviation, Inc., Braniff Airways, Inc., Chicago & Southern Air Lines, Ine., 
Northwest Airlines, Inc., Pan American Airways, Inc., Pan American-Grace Airways, Inc., 
Transcontinental & Western Air, Inc. 
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Self-insurance is flexible. It permits the creation of a single reserve to meet 
loss arising from a variety of contingencies. If policies are taken out with pri- 
vate insurers, a heavy loss incurred under the provisions of one policy which is 
in excess of the amount of that policy’s coverage cannot, of course, be reim- 
bursed by payment under other policies intended to cover slightly different types 
of losses. Conversely, where sclf-insurance is in effect, the amount of a par- 
ticular loss can be met regardless of the type of risk involved. This adds to the 
value of the overall protection afforded. Flexibility also permits the self-insurer 
to vary his accruals to the reserve in the light of operating results. While this 
can safely be done only within fairly narrow limits, it is a fact that during good 
years the self-insurance reserve can be built up against lean years when accumu- 
lations are difficult. 

A self-insurance program also enables an airline which has favorable expe- 
rience to obtain the full benefit of such experience. When a company entering 
upon a self-insurance program has favorable experience for a period of time, it 
may accumulate a reserve which is large enough to cover most of its normal 
hazards, and it may then proceed from year to year without incurring substan- 
tial additional insurance expense. If substantial losses are avoided, the cost 
of self-insurance may in time become less than private insurance. 

In spite of these advantages and the fact some airlines adopted self-insurance 
plans which gave every appearance of being successful, further development of 
self-insurance in the air transport business seems most unlikely largely because 
the Civil Aeronautics Board has placed obstacles in the way of airlines seek- 
ing to establish self-insurance programs. The position of the Board with re- 
gard to self-insurance is revealed in the opinions of the Board, significant ex- 
cerpts from which may be found collected in exhibit 5. 

Self-insurance plans come under scrutiny in connection with the fixing of mail 
pay. Insurance is recognized as a legitimate expense and is taken into account 
in determining the carrier’s need.” In various rate cases airlines have sought 
to justify the amount which they propose to accumulate annually to the self- 
insurance fund. The Board has closely examined such items and without ex- 
ception has refused to allow the amount which the carrier felt in its independent 
judgment was necessary in the interest of a safe and efficient operation of a 
self-insurance scheme. Rather, the Board has established its own criteria for 
determining the maximum self-insurance expense and has only allowed amounts 
which are relatively so small as to discourage the self-insured operator from 
continuing his program. 

Without attempting to analyze all of the decisions in detail, a summary of 
the Board’s position is revealing. The Board has repeatedly held that it will 
not permit an airline to accumulate a self-insurance reserve at a rate equal to 
the cost which would be incurred if the airline obtained insurance from a private 
insurer. For example, Airline X goes to a private insurance company to insure 
its hulls against crash. It is advised that the cost of such insurance for a year 
will be $10,000. Instead of taking this insurance it proposes not to take private 
insurance but to set $10,000 aside as an accumulation to its self-insurance fund. 
The matter comes up for review in a rate case. The Board disallows a portion 
of the expense in spite of the fact it would not take exception if the carrier, in 
lieu of self-insurance, actually went out and bought its protection from the 
private insurer at the quoted figure of $10,000. 

By insisting upon a rate for self-insurance which is less than the private 
rate, the Board has adopted a policy which discourages self-insurance and 
forces airlines to insure with private companies. The position taken is de- 
fended on the ground that the private insurance rate includes allowance for 
certain items of expense which are not incurred in a self-insurance program. 
According to the Board, these includes: (1) Administrative and control ex- 
penses of commercial insurers, (2) the normal profit of commercial insurers, 
and (3) the cost of engineering services provided by the underwriters included 
in the premium, which the carrier provides for by a charge to operations. While 
it is undoubtedly true these expenses are met out of the premiums paid private 
insurers, that fact alone is not a justification for requiring a self-insurance 
program to be conducted at a lesser cost. Why, for example, should the Board 
permit an air carrier to pay an amount to an insurer for his profit, and at the 
same time say that the airline may not stand the chance to make the profit 
itself if it is willing to self-insure? One is forced to the conclusion that the 
Board has failed ot understand the full implications of its decisions. By con- 
centrating attention upon the inapplicability to self-insurance of certain com- 
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ponents which go to make up the private insurance rate, it has overlooked 
entirely other factors, such as concentration of the risk covered, not present in 
private insurance which warrant reflection in the self-insurer’s calculations. 
As a result, the self-insurer is so restricted he is obliged gradually to abandon 
his program. 

During the formative stages of Board policy, there were other respects in 
which the Board’s attitude thwarted the growth of self-insurance. During the 
period from September 19, 1940, when the Transcontinental & Western Air case 
was decided, until November 14, 1941, when the Board reversed a portion of that 
decision in the Chicago and Southern Air Lines case, the stated policy of the 
Board was to exclude the self-insurance reserve from the investment on which 
the airline was found entitled to earn a return. This action was taken in spite 
of the fact, as the Board subsequently found, that such a reserve represented 
an investment in the business reasonably required in the carrier’s trausport 
activities. 

Similarly, the Board’s insistence that self-insurance programs be limited to 
insurance of the book value of the aircraft resulted in a discrimination against 
self-insurance, since there is no evidence that where private insurance had been 
taken out valuations in excess of the book value of aircraft were not permitted 
for purpose of insurance. 

The latest statement of the Board’s attitude toward self-insurance is set 
forth im the Board’s decision of July 30, 1942, in the matter of Pan American- 
Grace Airways, Inc. This case demonstrated that in spite of several changes in 
attitude toward self-insurance the Board’s approach continues to be unduly 
strict. The Board refused to permit the carrier to continue accruals to its self- 
insurance fund on the basis which had been used successfully in the past. The 

: Board stated that the carrier’s past losses during the history of its operation 
should be used as the basis upon which self-insurance would be computed in the 
future. In other words, the Board took the average losses per year and allowed 
an amount per revenue mile sufficient to permit an annual accrual to the self- 
insurance reserve equal to the average annual liability actually incurred in the 
past. The resulting amount was not only less than the company had been 
accruing in the past, but was less than the amount which the company would 
have been required to pay in the event it had obtained its protection from 
private insurers. 

The company showed that it was managing its self-insurance program success- 
fully. It pointed out that if it was permitted to continue accruals at the rate 
used in the past, the self-insurance program, even when continued at the accrual 
rate proposed, would in the near future result in a substantial saving to the 
company in that its protection could be obtained safely for less than the cost 
of private insurance. 

The Board failed to make allowance for the fact that the operation of a self- 
insurance program must be conducted in such a manner as to anticipate an 
increasing unit value of equipment. In this case the company’s fleet consisted 
of DC-3’s and DC-3A’s, which had a value of approximately $140,000 a plane. 
The company pointed out that it had outstanding orders for DC—4’s at an approxi- 
mate cost of $350,000 to $400,000 and that it was reasonable to assume that new 
equipment would soon cost in the neighborhood of $750,000 a plane. A self- 
insurance fund adequate to protect against the possible loss of two DC-3 planes 
e in a given year would obviously have to be much larger as the units’ cost 
d increased. The carrier unsuccessfully urged that it be permitted to accumulate 
e- a reserve so that when the more expensive equipment was obtained it would be 
or possible to carry forward with the self-insurance program without additional 
a. cost. 
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x- The above brief review of the Board’s position in past cases involving self- 
8, insurance leaves little promise that carriers can meet their insurance problems 
~d through this means in the future. In the period of air transport expansion and 
le development which lies ahead, new risks will be encountered and potential lia- 
te bility undoubtedly will increase. Unless the Board adopts a more liberal policy 
. toward self-insurance, airline operators will not find self-insurance attractive. 
— D. NEW PROPOSALS FOR HANDLING AIR TRANSPORT INSURANCE 

he As indicated at the outset of this report, the association’s study included an 
n- examination of possible alternative plans for providing air transport insurance, 
m- both fire and casualty. It was the intention of the directors in authorizing this 


study that various proposals be reviewed and their relative merits weighed. 
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The need of making such an inquiry becomes more apparent as the inadequacies 
of the present systems outlined above are considered. 


(1) Opposition by existing groups 


When the insurance study commenced, it was deemed both appropriate and 
desirable to obtain proposals and suggestions from United States Aviation 
Underwriters, Inc., and Associated Aviation Underwriters, Inc. Because of 
their familiarity with air transport insurance problems it was felt these groups 
were in a position to be of genuine assistance. Discussions and correspondence 
with representatives of the groups commenced early in September 1942. (See 
exhibit 3.) This was in part a continuation of many earlier discussions of the 
same general problem. Both organizations were informed that reasonably con- 
crete proposals would be welcomed and receive the consideration of the members. 
In addition, suggestions, criticisms, and comments were solicited. In spite of 
numerous requests and considerable urging, neither group submitted any pro- 
posal for modifying the existing insurance arrangements. 

An extraordinary resistance and unwillingness to discuss the problem were 
encountered. The association’s representatives could not escape feeling that 
the two groups were in close consultation and that a deliberate decision was 
reached not to assist the association in its exploration of this complicated 
problem. The attitude of the groups, as stated in correspondence and conversa- 
tions, may be summarized as follows: 


1. They are not sympathetic to any substantial change in the existing 
insurance arrangements. 

2. They are not interested in approaching insurance problems from an 
industrywide basis, but are rather primarily concerned with retaining their 
present airline accounts. 

8. They feel that traditional methods of doing business prevent them 
from discussing insurance matters with the association’s representatives 
and necessitate any new insurance plans being worked out by each airline 
individually through existing brokerage channels. 

4. Due to their long participation in air transport insurance, these groups 
feel that they are entitled to continue as the markets and that any change 
in insurance arrangements during wartime would be particularly undesirable. 

In view of the foregoing, such proposals as have been presented have origi- 
nated with groups which are not now writing air transport insurance. In 
order to cover the field as thoroughly as possible, various insurance interests 
were approached and proposals solicited. In addition, the association can- 
vassed the matter independently and reviewed experience in related transpor- 
tation fields. 

Throughout the study of alternative methods for insuring air transportation, 
including discussions with the existing groups, it was made clear that the air- 
lines had no particular ‘plan or type of plan in mind. The entire matter was 
approached from the point of view of getting expert advice and suggestions. 
It was felt that the association should not in any way advocate any particular 
method of handling the insurance problem. Those interested were advised that 
any plan would be considered from the point of view of whether it afforded 
low cost insurance, adequate service, and safe protection. Emphasis was given 
to the need for flexibility in order to assure the handling of insurance problems 
incident to air transport expansion with maximum efficiency. 

As a result of this survey, the association is in a position to present two 
plans submitted by private insurance groups. The first of these plans was 
submitted by T. E. Braniff, on behalf of a group of stock companies. This 
plan, which will be referred to as the Braniff plan is set forth in full in exhibit 
6, attached. The plan had been submitted informally to the directors at the 
time this study was authorized, and one of the basic purposes of the study was 
to explore the merits of the proposal. 

The second plan was submitted by a group of companies which includes all 
the principal casualty and fire companies writing insurance on a mutual basis. 
This plan, which is set forth in exhibit 7, attached, will be referred to as the 
airline company plan. 

A brief summary of each of these two proposals follows : 


(2) Braniff plan 


The Braniff plan contemplates the creation of two insurance pools, one to 
write various lines of casualty risks, the other to write fire risks. These pools 
will function, insofar as organization, insurance of policies and reinsurance are 
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concerned, much in the manner of the existing groups, the important difference 
being that the pools, as the name suggests, would lump the risks and not handle 
the account of each airline as a separate account, 

Under this proposal the airlines would be charged at the outset rates equal 
to the net rates now being paid on the different classes of business. This would 
preserve the rate advantage which some lines may now have due to favorable 
experience. The money received from all the airlines participating would go 
into a common pot; i. e., the pool account, Out of the pool account would be 
paid losses incurred, commissions to brokers or agents, and taxes. In addition, 
17% percent of the earned premium would be paid the participating insurance 
companies to reimburse them for expenses incident to the operation of the pool, 
including claim, underwriting, printing, rating, auditing, safety engineering, 
and statistical expenses and general administrative overhead. There would be 
credited to the pool account any amounts recovered from reinsurance, income 
from any investment made, etc. At the end of the year the profit or loss would 
be determined by the difference between the sum of the premiums earned plus 
other income such as reinsurance recoveries less losses incurred plus reinsur- 
ance premiums and the other expenses indicated above. 

If the pool account showed a profit, 80 percent of the profit up to 20 percent 
of the premiums earned would be distributed to the airlines, Profits in excess 
of 20 percent of premiums earned would be equally divided between the airlines 
and the participating insurance companies. The division of the profit would 
be made in ratio to the amount of profit contributed by each airline. No air- 
line would receive any amount until the account for the pool as a whole showed 
a profit, but in the event a profit was shown, each airline would receive a share 
which was a measure of its operations. If the account showed a loss, each 
airline would be assessed its pro rata share up to 20 percent of the premium 
paid during the year. 

The airlines would have no direct voice in the management of the pool, but 
through the Air Transport Association of America would have a right to audit 
pool accounts at their own expense. 

Orders for insurance would be transmitted through regularly licensed agents 
or brokers. Mr. Braniff has agreed to act for any airline desiring such an 
arrangement as broker for a fee of $1 a year, thus enabling it to save the 
brokerage fee if it so desired. 

The organization for running the pool would be provided by the insurance 
companies concerned, and no capital contribution by the airlines would be 
required. 

The agreement is drawn to last for a period of 5 years, and as long thereafter 
as mutually agreeable. It becomes effective upon airlines representing 75 per- 
cent of passenger mileage agreeing to the plan. 


(3) The airline company plan 


The airline company plan contemplates the creation of two stock insurance 
companies, one of these companies to write the various lines of casualty insur- 
ance and the Other to write fire insurance coverage. These companies would 
be set up with the following capital and surplus: 


Casualty company : Fire company : 


Ree. oe ie $1, 250, 000 Cental isis inciducanns $625, 000 
Serene . 2c. cu 50 Surplus 5 
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So financed, the companies would have sufficient capital and surplus to be li- 
censed in the various states. It will be noted that a total of $3 million is re- 
quired. The group of insurance companies sponsoring the plan propose to put 
up $1,800,000, or 60 percent of the total, while the remaining 40 percent, or 
$1,200,000, would be contributed by the airlines. 

The airline insurance companies will issue preferred and common stock. The 
preferred stock will be a 5-percent cumulative voting preferred stock, callable 
with a bonus of 10 percent at the expiration ‘of a period of 15 years, which pre- 
ferred stock will be issued to the insurance companies. The common stock will 
be issued to the airlines. Representation on the board of directors of each air- 
line insurance company will be in proportion to investment made, 60 percent 
sponsoring insurance companies and 40 percent airline. 

The instrance company sponsors will receive 5 percent on their investment. 
This will be paid to them in the form of dividends on the preferred stock. All 
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other profits will belong to the airlines. These profits may be paid out to the 
airlines as dividends or held in the company to establish reserves and increase 
financial stability, as the directors may decide. The airline insurance companies 
will issue a uniform type of policy worked out in cooperation with the airlines 
for whatever type of risk is being underwritten. Risks assumed by the airline 
insurance companies will be reinsured by the sponsoring insurance companies 
which in turn will reinsure a portion of the risk assumed to other insurers. 

There is no provision in the plan for an assessment in the event of loss and it 
is contemplated that with experience as good as it has been in the past, a catas- 
trophe reserve can be established. In the event heavy losses occur before this 
owe take place, these would be met jointly by the airlines and the insurance 
carriers. 

The airline insurance companies would not have a large staff. Such technical 
insurance personnel as would be required would be furnished by the insurance 
companies, and the airlines. All insurance services, such as claim and legal 
services, loss prevention services, engineering, inspection, etc., would be per- 
formed at cost by the insurance companies sponsoring the plan. It is estimated 
that the cost of performing all services plus taxes would amount to approxi- 
mately 20 percent of premiums earned. 

The plan contemplates a continuous operation and it has no time limitation. 


E. DISCUSSION AND COMPARISON OF NEW PROPOSALS 


A recapitulation and comparison of the principal features of the two plans is 
set forth below. 


Topic Braniff plan Airline company plan 


2 steck: companies organized especi- 
ally for purpose. 
$1,800,000. 


$1,200,000. 


2stock company pools, | for casualty 
and 1 for fire. 
Not necessary under proposal 


Type of insurance carrier ---.- 


Capital contributed by in- 
surance carriers. 

Canital contributed by air- 
lines. 

Profits Airlines get 80 percent of profit up 


Airlines get all profits in excess of 
to 20 percent of premiums earned 


$90,000; i. e., 5 percent of *1,800,000 


Rates 

Airline particination ‘n in- 
surance management. 

Duration of proposal 


ani 50 pereent of profit above 20 
percent of rremiums earned. 
Guaranty of 17% percent of earned 
premium, plus taxes, plus com- 
missions where paid. 
Same as present rates initially _- 
None; right to audit at own expense 


5 years and as long thereafter as 
mutually agregable. 





(cumulative preferred stock). 


Estimate 20 percent of earned pre- 
miums, including taxes, plus com- 
missions where paid. 


.| Same as present rates initially. 


40 percent representation on board of 
directors and stockownership. 

No time limitation. Preferred stock 
of companies, held by instirance 


carriers not callable until 15 years. 


Both the Braniff and airline company plans warrant careful consideration in 
our oninion. Both offer in varying degrees distinct improvements over existing 
insurance arrangements. 

It will be recalled that the existing insurance situation was criticized 
because of the high profits accruing to the insuring companies, inability to 
obtain necessary information, lack of standardization of premium rates and 
policy forms, and the undue emphasis upon brokerage affiliations. The fact that 
considerable premium money may eventually reach foreign insurance concerns 
was also mentioned. An analysis of the new proposals can be made most advan- 
tageously bv determining to what extent these proposals minimize some of the 
principal deficiencies noted in the existing arrangements. 

Under either the Braniff or airline company plan profits resulting from 
underwriting of air transport insurance risks would in much larger measure be 
returned to the airlines paying the premiums. This may best be illustrated by 
analyzing experience of scheduled airlines over the last 5 years (1937-41) in 
the field of public and property damage liability and hull insurance. In this per- 
iod a total of approximately $9,171,515 of premiums on these classes of risk were 
earned. Losses incurred plus the estimated reserves for losses established as of 
December 31, 1941 (schedule P), amounted to $4,412,769. 

Since, under the Braniff plan, it is guaranteed that insurance expenses will 
not exceed 1714 percent plus taxes, it may be assumed that the total expense 
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under that plan will be in the neighborhood of 20 percent of premiums earned. 
This estimate is identical with what is estimated will be expenses under the 
airline company plan. Expenses incurred during the 5-year period, assuming 
such expenses to equal 20 percent of premiums earned, would total an additional 
$1,834,303. Deducting losses incurred and expenses from total premiums writ- 
ten, it appears that there would have been an underwriting gain or profit of 
$2,924.443 for this 5-year period. 

Profits which would have been returned to the airlines under the two plans 
may now be computed. Under the Braniff plan 20 percent of the earned premium 
would be $1,834,303, which profits would be divided $366,861 to the pool and 
$1,467,442 to the airlines. The balance of the profits earned; namely, the differ- 
ence betwene $2,924,443 and $1,834,303, or $1,090,140, would be divided equally 
between the pool and the airlines, so that the pool would have a total profit of 
$911,931 and the airlines would have a total profit of $2,012,512. Stated another 
way, of the total underwriting gain, the pool; i. e., the insurance companies, 
would receive 31 percent and thei airlines 69 percent. 

If the airline company plan had been in operation, the insurance companies 
would receive 5 percent on their preferred stock investment per annum, or 
$450,000, while the airlines would receive the remainder, or $2,474,443 in one 
form or another. Stated in percentages, the insurance companies would re- 
ceive 15 percent of the profits and the airlines 85 percent of the profits. Thus, 
under either plan, the airlines would receive in excess of $2 million, all of which, 
under existing arrangements, is retained by the insurance companies. 

On the basis of the above figures, the airline company plan is more advanta- 
geous to the airlines from a profit point of view. Certain factors not taken into 
account in connection with the above figures will have a further bearing on 
the profits which would be derived under the two proposals. One consideration, 
which is difficult to measure in advance, involves the possible differences in tax 
liability. It is likely that less taxes would be assesed against the airlines in 
the case of the Braniff plan than in the airline company plan. On the other 
hand, the profits as.estimated-would, in.fact, be greater for a comparable opera- 
tion in the case of the airline company plan, due to two considerations. 
This plan contemplates an invested capital and surplus. If this capital and 
surplus were invested in Government bonds, additional income would be received 
and the profits increased. Since the amount payable to the insurance companies 
is fixed, these additional profits, which would probably amount to 2 percent of 
the investment, would accrue to the airlines. Another point favorab'e to the 
airline company plan in this regard arises from the fact that, as the total 
premiums written and profits increase, all such increased profits become avail- 
able to the airlines under the plan, whereas, in the case of the Braniff plan, the 
increased profits must be shared in a substantial percentage with the insurers. 

In considering the two plans and the profits resulting therefrom, it should be 
noted that under the Braniff plan the profits are automatically returned to the 
airlines in the ratio the airlines have contributed to the profits. Under the air- 
line company plan the profits may be used in a variety of ways. They may be 
paid back to the airlines in the same manner as would be possible under the 
Braniff proposal. They may also be paid out as dividends on the common stock; 
used to reduce subsequent premiums, or they may be held back as reserves 
as the airline company directors may determine. There is, therefore, greater 
flexibility in the case of the airline company plan, the precise advantages of 
which cannot be too clearly determined at this stage. 

Both proposals contemplate that all airline risks will be pooled.. This arrange- 
ment has both advantages and disadvantages over the existing arrangements 
from the point of view of an individual airline. By pooling the risks. whether 
it be in a separate company or in an insurance pool, it is not necessary over a 
period of years to withhold as large an amount as a reserve for special contin- 
gencies as is now necessary where each account is handled on an indi:idual 
basis. This should result either in reducing the premium or in further increas- 
ing the amount available for profit. 

On the other hand, when risks are pooled, no individual airline stands to make 
a profit unless the pool as a whole makes a profit. It is sometimes argued that 
an extremely efficient airline suffers if it enters a pool arrangement, because the 
less efficient airlines may incur heavy losses which will reduce the amount of 
premium returned to the efficient airline or wipe out its potential profit. In 
theory such an argument is sound. In practice the danger is not nearly so great 
as is sometimes indicated. On the basis of substantial experience which has now 
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accumulated it cannot be shown that any airline has operated so inefficiently as 
to incur losses which would wipe out profits as large as those that may be 
expected under a pooled arrangement. Indeed, the supposition which many make, 
that the small airlines incur considerably higher loss ratios, is not borne out in 
fact insofar as can be determined from available data. This theoretical hazard, 
whatever its practical importance, can be entirely eliminated under either of 
the new proposals since the airlines will be in a position to exercise considerable 
control.over the type of risk to be written. It would be possible and entirely 
feasible to eliminate from participation any airline whose experience was so 
atypical as to drag down the generally good average which can be expected on 
the basis of experience. 

A question closely related to profits is the question of expense. As has been 
indicated earlier, there is no precise information available as to the ratio which 
expenses incurred bear to premiums earned under the existing arrangements. 
These expenses in all probability average for the two groups combined a ratio in 
the neighborhood of 20 or 25 percent. Under the new proposals, as has been 
indicated, it is indicated that the ratio of expenses to premiums earned will not 
exceed 20 percent in either case. 

There is no information available to indicate in what manner the expense ratio 
guaranteed under the Braniff proposal has been determined, nor is data given 
showing how these expenses will be distributed by the pool as between the various 
categories of expense. Without such information there is no means by which it 
can be ascertained whether, under the Braniff proposal, the pool will actually 
be able to perform in an efficient and adequate manner the services it undertakes 
for this amount. The expense experience of the companies which are understood 
to be represented by Mr. Braniff suggests they will have difficulty in performing 
services efficiently at the expense ratio guaranteed. This expense ratio may be 
so low that it will result in inadequate service being performed. In this connection 
it should be suggested that the fixing of expenses in terms of gross premiums 
contemplated by the Braniff plan operates to discourage reduction in premium 
rates. 

The expenses estimated in the case of the airline company plan, on the other 
hand, bear a direct relation to the actual experience of the mutual companies 
sponsoring the proposal. This is indicated under the heading “Expenses of 
Operations,” contained in the detailed outline of the proposal (exhibit 7). 

It is pertinent to note that mutual companies, in the handling of their regular 
lines of business, have been able to achieve a lower expense ratio than stock com- 
panies. The discrepancy is very great when acquisition expenses are included, 
but still persists after elimination of such expenses which naturally have no 
significance in the consideration of the new proposals. Exhibit 8 indicates that 
for the period 1935-41 mutual companies reflect an average expense ratio ex- 
cluding acquisition costs of 20 percent while stock companies in the same period 
averaged an expense ratio including acquisition costs of 25.6 percent. 

In view of these considerations, it seems probable that the airline company 
proposal will afford superior service over that which can be obtained under 
the Braniff proposal for comparable expense. Any final conclusion on this point 
is difficult to nake, however, until more information is available as to precisely 
what facilities and personnel the insurance companies interested in the two 
proposals will make available for the air transport insurance underwriting. 

It will be recalled that another criticism made of the existing arrangements 
is that they do not provide means for obtaining full and complete information 
of insurance underwriting experience. Each of the new proposals is preferable 
from this point of view. Under the Braniff plan information can be obtained 
through an audit by the Air Transport Association at its own expense. Pre- 
sumably, if agreeable with all interested in the pool, some detail as to the opera- 
tions of the pool would also be made ayailable to the airlines automatically 
from time to time. 

The airline company plan leaves no doubt but that full information will be 
available to the airlines. Through their participation in the management of 
the companies and their ownership of the common stock, airlines will have 
access to and receive any and all information desired. 

In addition to the foregoing major considerations, there are some minor points 
in connection with the two proposals which deserve brief mention. Both plans 
contemplate far more complete loss prevention and engineering services than 
are now available under the existing arrangements and are to be preferred for 
this reason. The statement of each proposal discusses this feature in considerable 
detail. 
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Moreover, the airline company plan completely eliminates any brokerage 
affiliation problem in that it would be possible for the company to deal directly 
with the airlines and no brokerage representation would be necessary. 

The mutual companies sponsoring the airline company plan have not generally 
operated through brokers and do not encourage the brokerage relationship. 
Under the Braniff proposal all insurance would have to be placed through 
brokers, and while much of the difficulty inherent in the present situation can 
be eliminated by using Mr. Braniff’s good offices as a dollar-a-year broker, the 
problem is stil] present. 

All insurance companies directly participating in the airline company plan 
are American owned and American controlled. As mutual companies they have 
no shareholders and there is no possibility of foreign domination. The situation 
is not as clear in the case of the Braniff plan from this point of view. Permis- 
sion has not been obtained to disclose the names of the companies which will 
participate in this plan. However, a substantial number of the companies par- 
ticipating in the pool, but apparently not as issuing companies, will, it is under- 
stood, under the Braniff plan be British owned or controlled. 

Both of the new proposals contemplate that the airlines will band together and 
place all their insurance under a common arrangement. In considering the 
proposals it is, of course, most important to make certain that any common 
arrangement is being entered into for a substantial period of time. If either 
plan is adopted the airlines will encourage the development of a single aviation 
market for air transport risks and care should be taken lest that market with- 
draw due to adverse experience or for some other reason since, if this occurred, 
it might be difficult to secure insurance elsewhere on short notice. From this 
point of view, the airline company plan again presents definite advantages over 
the Braniff plan. The latter contemplates a 5-year agreement, extended upon 
mutual consent. It is understood that some of the companies participating in 
the Braniff plan were active in the air transport insurance market years ago and 
withdrew after unfavorable experience. In contrast, the airline company plan 
is of perpetual duration. There is little, if any, opportunity for the insurance 
companies to withdraw. Their willingness to contribute $1,800,000, plus the fact 
that the preferred shares are not callable for a period of 15 years, assures con- 
tinuity and virtually eliminates the possibility that an insurance carrier would 
or could withdraw in the event there was unfavorable experience. 

Finally, it should be noted the new proposals each give greater assurance that 
a more satisfactory method can be worked out for handling present and future 
problems of general concern. This is the obvious result of placing all airline 
insurance under a single arrangement and has advantages the importance of 
which should not be overlooked. The airlines in the postwar expansion will 
require protection for new types of risks and will encounter many novel insur- 
ance problems, such as those in the field of cargo insurance. Their insurance 
arrangements must be sufficiently flexible to meet changing conditions as well 
as to bring a greater degree of uniformity to the existing situation. 

It is in this general field that the airline company plan has another advantage. 
The Braniff plan makes no adequate provision for giving the airlines a direct 
voice in the management of the pool. The airline company plan, on the other 
hand, provides affirmatively for management participation. It would appear 
particularly feasible, under the latter proposal, for the airlines to achieve what 
is obviously necessary—a close partnership working arrangement with their in- 
surers under which matters of common concern can be worked out with due re- 
gard for considerations of safety, etc., in the interests of the fullest development 
of air transportation. 


F. FEDERAL REINSURANCE LEGISLATION 


The insurance companies writing air transport risks are unable to absorb the 
full amount of the risks against which they insure. As is the normal case with 
most types of insurance, these companies quite properly spread the risks they 
assume through reinsurance. The,same situation will prevail in the event 
either the Braniff or the airline company plan is adopted. It will still be neces- 
sary for the companies participating to reinsure a substantial portion of the 
risks they assume. 

The present companies reinsure to a considerable extent with reinsurers who 
are foreign owned or controlled. Under either the Braniff or airline company 
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proposal it is more than likely that reinsurance would also be taken out in for- 
eign companies. The plain fact of the matter is that American insurance com- 
panies are obliged to reinsure abroad for one of two reasons—either because the 
foreign companies offer lower rates, or because the capacity of the American re- 
insurance market is not sufficient to provide the required coverage. While there 
has been some reduction in the amount of air transport insurance placed abroad, 
it can be readily seen that as air transportation expands, regardless with what 
insurance companies the airlines insure, it will continue to be necessary for the 
companies to reinsure abroad. Serious consideration should, therefore, be given 
to the possibility that steps can be taken at this time which will enable American 
insurers of air transport risks to avoid reinsurance with foreign concerns and 
and at the same time encourage the development of an independent American 
aviation insurance market adequate to meet all contingencies. Earlier in this 
report some of the principal considerations which make such a step desirable 
have been indicated. Obviously the competitive position of American-flag air- 
lines in international air transportation as well as the military security of the 
country will be enhanced if information concerning air carriers does not find 
its way abroad through reinsurance channels. 

To this end the United States Government, acting through the Civil Aero- 
nautics Board or some other appropriate agency, should undertake, directly or 
indirectly through a corporation in which it would have a substantial interest 
with private insurance groups, to reinsure any air transport risk, either in time 
of peace or war, in whatever amount may be necessary to afford the protection 
required. Such a proposal would contemplate that no insurance company would 
be obliged to reinsure with the Federal Government except in a situation where, 
after exhausting the American reinsurance market, it found that to get the nec- 
essary coverage it must place reinsurance with a foreign-owned or foreign-con- 
trolled company. 

This possible solution has not escaped attention. Section 1107 (c) of the Lea- 
Bailey bill as reported from the House Committee on Interstate and Foreign 
Commerce (H. R. 1012) instructs the Board, among other things, to report to 
the Congress on the adequacy and reasonableness of aviation reinsurance and 
the question whether the aviation reinsurance market is consistent with the pub- 
lie interest. And on February 25, 1943, Congressman Lea, chairman of the 
House Committee on Interstate and Foreign Commerce, introduced a bill (H. R. 
1992) providing that the Civil Aeronautics Board shall be authorized to reinsure 
aviation risks and in addition to write aviation war risk insurance. A copy of 
this bill, together with Congressman Lea’s comments relating thereto, will be 
found in exhibit 9. There has been already indicated opposition to this pro- 
posal by one of the air transport insurance groups, which has distributed com- 
ments which will be found in exhibit 11. 

The proposal made is not novel. Almost the identical problem confronted the 
American merchant marine. There had not been sufficient capacity among 
American marine underwriters to provide both insurance and reinsurance for 
marine risks. Much of such insurance had gone to foreign concerns and 
through such channels considerable information concerning our merchant- 
marine activities had apparently been obtained. There is even some indication 
that different insurance rates had been quoted to American and foreign interests 
in an effort to encourage the transportation of cargo in foreign bottoms. 

Beginning in 1919 various statues were proposed and some enacted for the 
purpose of enabling the Federal Government to reinsure marine risks as an aid 
to the development and expansion of the merchant marine. The Marine War 
Risk Insurance Act of 1940 authorized the Maritime Commission to provide 
“marine insurance and reinsurance against loss and damage by the risks of war 
and reinsurance against loss or damage by marine risks * * * whenever it ap- 
pears to the Commission that such insurance adequate for the needs of the 
waterborne commerce of the United States cannot be obtained on reasonable 
terms and conditions from companies authorized to do an insurance business in 
a State of the United States.” The bill introduced by Congressman Lea (H. R. 
1992) is largely patterned after the existing merchant-marine legislation. The 
act of 1940, as mentioned above, has been in operation since that date and the 
results are salutary. These results, as well as a history of this and related legis- 
lation, are discussed in a memorandum to be found attached hereto as exhibit 10. 

The bill as introduced by Congressman Lea will require considerable revision 
to meet requirements of the air transport industry. The Federal agency writ- 
ing the insurance should be given discretion so that it might permit reinsurance 
abroad under certain circumstances. Moreover, the legislation should make 
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clear that no control over the aviation insurance business by the agency is con- 
templated. It should be made clear that the purpose of the legislation is to 
promote and encourage a healthy development of a sound United States aviation 
insurance market. The rates charged should in all probability bear a direct 
relation to the private rates, and the agency should have discretion to charge 
different rates for different classes of reinsurance, and perhaps to refuse rein- 
surance where it was felt undue advantage was being taken of the Government 
facilities. These are all matters of detail which require careful consideration, 


but the legislation proposed in its basic principles has sound precedent and 
there is genuine need for its adoption. 


G. RECOMMENDATIONS 


On the basis of the above analysis, it is reeommended : 

1. That the airline company plan be adopted in principle and that a com- 
mittee be appointed by the airlines to work on the details of the proposal with 
a committee representing the interested insurance companies, so that the plan 
may be put into effect on or before January 1, 1944. 

In this connection, the following correspondence with Wolfe, Coreoran & 
Linder is presented : 

Fesruary 18, 1943. 
Mr. Lee J. WOLFE, 
Wolfe, Corcoran & Linder, 
New York, N.Y. 


Dear Mr. Wore: The Air Transportation Association has completed its in- 
quiry into various air transport insurance problems and is now preparing a 
report to be sent to the members. Looking at the problem from the point 
of view of the needs of the industry, it seems to us that a plan along the lines 
of that proposed by the mutual companies should be recommended for the 
consideration of the association’s: members. Before reaching a final conclu- 
sion on this matter, we wish to be certain that the mutual proposal is not 
technically deficient in any material respect, and that from a strictly insurance 
and actuarial point of view the arrangements contemplated are safe and sound. 

Will you be good enough to prepare a memorandum criticizing the plan, and 
bringing to our attention any deficiencies you may find therein. Please under- 
stand that we want your independent and wholly objective analysis of the 
proposal. I understand you have a copy of the plan and have already given it 


some consideration. Consequently, I hope that you will be in a position to 
submit this memorandum in the near future. 
Very truly yours, 


Epcar S. Gorre.y, President. 


Wore, Corcoran & LINDER, 


Neu York, February 26, 1948. 
Col. Epcar S. Gorret1, 


President, Air Transport Association of America, 
Washington, D.C. 


My Dear CoLoNEL GorrRELL: We have your letter of February 18 advising 
us of your conclusion that the plan proposed by the mutual companies for 
handling the various air transport insurance problems (designated the “airline 
company plan”) which you have under consideration should be recommended 
to the.association’s members. 

We have had several discussions of this plan with Mr. Gesell and have sug- 
gested to him various points regarding which it seemed that the proposal needed 
further elaboration. The sponsoring insurance companies submitted a revised 
and more detailed plan under date of December 11, 1942. This revised plan 
appears to satisfactorily take care of various points raised by us. 

The only point which seems to require further comment is the fact that no 
form of definite reinsurance contract covering the reinsurance of the business 
of the aviation insurance companies in the proposed pool has been submitted. 
The master plan seems clear in the intent that over a period of years the airlines 
will, in one way or another, receive full benefit for their actual aggregate experi- 


ence. Whether it is intended that the profits on business reinsured in the pool 


will be returned by means of rate adjustments, dividends, a profit-sharing 
arrangement, or by a combination of one or more methods is not so clear. On 
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the basis of the clear intentions set forth in the master plan, however, we have 
no doubt that this is a factor which can be worked out satisfactorily. It is 
our conclusion, therefore, that the proposed plan is not technically deficient in 
any material respect and we believe that. it should provide the basis for a safe 
and sound insurance arrangement.® 

The only point we might further suggest is that it has never been apparent 
to us why the insurance companies should furnish 60 percent of the suggested 
capital and thereby control the board of directors of the proposed companies. 
We should think a more logical arrangement would be to share equally in 
financing and in representation. This, of course, might leave the board of 
directors deadlocked on occasion, but it would seem that this is a contingency 
which could be adequately provided for by some arrangement or other made in 
advanee. 

Yours very truly, 


LEE J. WOLFE. 


2. That the Legislative Committee of the Air Transport Association of America 
work on appropriate legislation to be recommended to the Congress with a view 


to carrying out the program for Government reinsurance discussed in the body 
of the report. 


B * + * ~ > * 
EXHIBIT 2 


Experience of scheduled airlines 


“ey al 
Hull Passenger | Public Property 
liability liability 


Premiums written: | 
| $568,495 $237, 538 | $34, 162 
345, 428 | 373, 466 | 51, 492 | 
356,448 | 307,616 | 61, 856 
497, 397 509, 121 51, 116 | 
462, 048 690, 022 51, 506 
537, 495 467,772 | 32, 162 | 





, 767,311 | 2,585,535 | 282, 204 | 





Losses incurred, including allocated loss expense: | 
932 f 2 AUNT 409,715 | 237, 370 14, 996 
127, 662 122, 256 4, 538 
160, 633 550, 951 2, 619 
95,394 | 463,013 9, 825 
350, 844 | 810, 347 | 2, 266 | 
462, 869 91 | 
2, 646, 806 | 34, 335 | 








Ratios, losses incurred to premiums written: 
REE EE ee ae ms -percent 1] 99.9 
. do 37. 32.7 
1934... 4 do 5.1 | 179 
1935. - . .-- ot a ate do 2 | 90.9 | 
a oe do-. 5.9 | 117. 
eine baie smote do | 3 | 99. 








ee 


Average... a decensenatsse] 102. 
Source: Board of Aviation Underwriters. 
* * + * 


EXHIBIT 7 


AIRLINE COMPANY PLAN 


A committee made up of fire and casualty insurance companies belonging to 
the American Mutual Alliance has been studying the possibility of handling in- 
surance for members of the Air Transport Association. The committee has spent 
considerable time and effort in reviewing the problem and trying to arrive at a 
solution which would meet the problems of the industry and provide proper safe- 


5 This point is covered by an addendum tothe outline of the airline company plan to be 
found at the end of exhibit 7. 
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guards and flexibility for all concerned. This committee herewith submits its 
thoughts in connection with this problem and believes that if the Air Transport 
Association members are interested in developing a plan along one of the various 
lines suggested in the following, that the company members of the American 
Mutual Alliance and other companies would join together and carry out the pro- 


The committee in studying the problem had in mind the following objectives: 
1. Proper and adequate insurance coverage for the industry to meet oper- 
ating problems. 
2. Equitable and proper rates to give cognizance to overall loss experience 
and individual safety records of the various airlines. 

3. Proper and adequate engineering and claim service. 

4. Reduction in overhead cost of insurance. 

5. A plan which could be given approval by the Civil Aeronautics Board. 

In studying this problem the committee came to the conclusion that the best 

and most flexible means of carrying out all of the objectives outlined above was 
through the organization of a trade or class insurance company or companies 
which procedure has been followed very successfully in the past by such organ- 
izations as the factory, mill, hardware, lumber, and utilities groups. These 
companies have proved over a period of a good many years that this type of or- 
ganization has a very worthwhile place in the insurance business in that it adapts 
itself to the solution of certain technical engineering and claim problems in a 
way which provides for much better handling with a resultant lower cost of in- 
surance to their policyholders and members. A representative list of so-called 
trade or class insurance companies is attached to this proposal. The operations 
of the airlines certainly require technical knowledge and likewise the solution 
of their problems requires specialized knowledge:that can more easily be accumu- 
lated and applied by the operation of a trade or class insurance company. 


PROPOSED INSURANCE ORGANIZATION 


It is the recommendation that two participating stock aviation insurance com- 
panies be formed, one to be a casualty insurance company and the other to be a 
fire insurance company. 

The committee recommends that the two aviation insurance companies be in- 
corporated in the State of Illinois. This is due to the fact that Illinois has a 
modern, recently enacted insurance code. It is possible to obtain greater charter 
powers and freer action under the terms of this code than under the codes of a 
great many other States which are of similar prominence in the country. It is 
estimated that approximately 6 months would be required to perfect organization. 

In studying the statutory requirements for these companies, the committee 
determined that the States of New Jersey, New York, and Wisconsin have cap- 
ital requirements far in excess of those of other States. In New Jersey a stock 
casualty company must have a capital of $900,000 and a surplus of $450,000; in 
New York, a capital of $1,000,000 and surplus of $500,000; and in Wisconsin, a 
capital of $1,000,000 and surplus of $250,000. In order to be licensed to do busi- 
ness in these States, it is necessary that the proposed casualty insurance com- 
pany have a capital and surplus of at least as much as that required by the 
strictest State. In reviewing the capital requirements for fire insurance com- 
panies, the committee found that these States have the following capital require- 
ments: New Jersey, $200,000 capital, $100,000 surplus; New York, $250,000 
capital, $250,000 surplus; Wisconsin, $300,000 capital, $75,000 surplus. The 
Illinois requirements are substantially less than those enumerated above for the 
various States, so that if these companies are established with sufficient capital 
and surplus to be licensed in the various States, they will more than comply 
with the Illinois requirements. 

In view of the statutory requirements mentioned above for a casualty company 
and the capacity needed for fire insurance, it is recommended that the following 
capital setup be established : 

Stock Casualty Co.: Capital, $1,250,000; surplus, $750,000; total, $2,000,000. 

Stock Fire Co.: Capital, $625,000; surplus, $375,000; total, $1,000,000." 

It is suggested that these companies be formed with 60 percent of the money 
being subscribed by various insurance companies, this to be secured by the issu- 
ance of a 5-percent cumulative voting preferred stock callable with a bonus of 


1 Preferred stock, $1,200,000 ; common and surplus contribution, $800,000. 
2 Preferred stock, $600,000 ; common and surplus contribution, $400,000. 
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10 percent at the expiration of a period of 15 years. The airlines would sub- 
scribe 40 percent of the needed money and this would be secured by common 
stock. A restriction, however, is to be placed on the sale of the common stock 
so that it must first be offered to the other shareholders of both common and pre- 
ferred stock, at a price to be determined by appraisal, before being offered to 
outside interests. 

The directors of the companies should be in proportion to the interests involved. 
For example, if the board consists of 10 members, 6 should be elected by the 
holders of the preferred stock and 4 by the holders of the common stock. Both 
the preferred and common stockholders shall have voting rights. 

This program would have the following advantages : 

1. Both the airlines and the reinsuring companies would make substantial 
contributions to the capital structure of the companies and they will all have a 
definite interest in the management and operation of the organizations. 

2. By provision for representation on the board of directors of all interests 
the insurancemen can actually participate in the insurance side of the manage- 
ment and the airlinesmen can actually decide on the amount of claim and engi- 
neering service needed or desirable. 

8. Control, for some years at least, will remain in the hands of the insurance 
companies subscribing to 60 percent of the proposed capital. This is a definite 
advantage to the airlines in that it provides a management for the aviation 
insurance companies that has proved conclusively the ability to operdte in 
the insurance business conservatively, economically and effectively over a long 
period of years. It also should eliminate controversies which might otherwise 
arise between policyholders as to whether rates, rating plans and necessary 
safety measures were being equitably enforced among all policyholders. 

4. A participating stock insurance company has few legal restrictions upon it 
as to the declaration of policyholders’ dividends. Thus the question of rates 
becomes secondary in that once the dividend on the preferred stock is paid it 
would be largely at the discretion of the airlines as to whether they wish to 
accumulate surplus funds received as a dividend on common stock in the aviation 
insurance companies or pay dividends to policyholders. But, of course, reserves 
should be established whereby catastrophe losses and fluctuations in security 
values could be met. It is felt, therefore, that reasonable accumulations to 
surplus should be made, depending upon the volume of business to be handled 
by the aviation insurance companies, 

5. This type of organization enables the aviation insurance companies to 
develop graduated dividend and rating plans which would reflect individual 
favorable experience on the part of any airline. This is particularly important 
in connection with each line of insurance where the rates are controlled by law 
and enables the individual airlines to receive a prompt credit for good experience. 


ALTERNATE PROPOSALS CONSIDERED 


Poot of mutual casualty and fire insurance companies 


The formation of a pool of companies was thoroughly considered. While 
this plan of operation is ideal for reinsurance in order to distribute premiums 
and losses, it presents definite difficulties as a means of writing primary insur- 
ance. A pool of companies to be most effective as direct writers must all be 
admitted to every State in which the business is to be conducted. It requires a 
uniform dividend program, uniform rating plans, uniform underwriting prin- 
cip'es, and uniform service facilities. Such complete uniformity does not exist. 

Furthermore there is a substantial tax factor involved in that each State to 
which each company is admitted has certain tax requirements and in some 
of the southern cities each company is subject to taxes and license fees. 

Certain States will not permit combination policies, and while this might be 
overcome by issuance of one contract and reinsuring it, it would not appear 
a practical means of solution to the problem. 

These requirements and disadvantages do not apply to the same extent to 
reinsurance as to direct insurance. 


Formation of mutual insurance companies 
This plan was considered and discarded for the reason that the creation of 
mutual fire and casualty companies would require approximately the same 


amount of initial investment as a participating stock carrier and would not 
have the same flexibility. Another reason for discarding this plan is that if a 
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mutual company is organized in a State which would grant broad charter 
powers, the company could not be admitted to the State of New York until it 
had done business in its home State for 5 years. Some of the objections men- 
tioned Fan reference to a pool from a legal viewpoint prevail in this instance 
as well. 


OPERATION 


Relationship between proposed aviation insurance companies and American 
Mutual Alliance companies 


To arrive at a conservative estimate as to the amount of liability the aviation 
insurance companies should retain for their own account it is necessary to realize 
that this is relative to their total premium income and can only be roughly 
estimated at the present time. It would appear, however, that the aviation 
indemnity company could conservatively retain its share of liability up to ap- 
proximately $20,000 on any one accident, and that the aviation fire insurance 
company could retain approximately $20,000 on a pro rata basis on any one 
property loss occurrence. In this way if the total capacity of the casualty 
reinsurance pool, plus the net retention of the aviation indemnity company is 
approximately $500,000, the aviation indemnity company would pay one twenty- 
fifth of any loss. Likewise, if the capacity of the aviation fire insurance company 
plus the capacity of the fire reinsurance pool is approximately $250,000, the 
aviation fire insurance company would pay two twenty-fifths of any loss. 

Reinsurance over $500,000 for the casualty account, and $250,000 for the fire 
account, up to the limits required by the air transport companies, can be pur- 
chased in the American reinsurance market or at Lloyds. 

It is contemplated that the various insurance companies subscribing to the 
preferred stock shall be formed into two reinsurance and servicing pools: the 
easualty companies into one pool and the fire companies into a second. The 
purpose of these pool organizations is to make available adequate reinsurance 
to handle the catastrophe loss possibilities which exist in this type of business, 
this reinsurance to be written on a basis so that the losses suffered by the 
reinsurers should be recovered and distributed to the reinsurers over a period 
of time. In subscribing to stock in the new companies it is felt that all sub- 
scribers should purchase stock in both companies as the closeness of interest is 
such that this is very desirable. All companies shall render at cost any services 
of a claims and engineering nature which are needed for the proper operation of 


the aviation insurance companies. A list of prospective pool members is at- 
tached. 


Operation of reinsurance pools 


All casualty companies subscribers to stock and such others as may be neces- 
sary to give the capacity needed should be organized into a pool as mentioned 
above. This pool would, in all probability, have a capacity of approximately 
$500,000. The treaty between all of the reinsurance pool members and the 
aviation insurance company would be on an obligatory basis with certain mini- 
mum and maximum participation. 

The fire reinsurance pool should be operated on the same basis as mentioned 
above with certain maximums and minimums and would, in all probability, have 
a capacity of approximately $250,000. 


Expenses of operation 
A review of the operating results of the leading mutual casualty companies, 


entered in the State of New York for the period 1938 through 1941, inclusive, is 
shown below: 
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In reviewing the above table it is to be noted that these casualty companies 
handled their general all-line business, excluding acquisition cost, at an expense 
ratio ranging from 18.6 percent in 1938 to 19.2 percent in 1940. 

A review of the operation of 193 mutual fire insurance companies for 1941 
shows an aggregate expense ratio (excluding acquisition cost) of 17.1 percent. 

It can, therefore, be safely estimated that the aviation insurance companies 
could handle their business at approximately 20 percent of the premium income. 
Acquisition cost is disregarded because the policyholders of the aviation insur- 
ance companies. would be members of the Air Transport Association and would 
place their insurance with the aviation insurance companies on a direct basis, 
or if they desired brokerage service would bear the cost of this service them- 
selves. 

While the aviation insurance companies, because of the character of théir 
business, would develop minor differences in distribution of expenses from those 
shown above, it is our opinion that such differences would not affect to a material 
extent the overall results. 

As mutual insurance companies were not required to pay income or excess 
profits taxes, the above statistical exhibit does not include taxpayments other 
than those for premium and license fees. 


Rates, rating plans, and dividends 


In considering rates and rating plans, it should be borne in mind that under 
the plan of organization and operation proposed herein rates and rating plans 
become secondary in importance, so long as they provide over a period of ap- 
proximately 5 years sufficient income to meet normal and catastrophe losses and 
the expenses of operation of the aviation insurance companies, and so long as 
they are equitable among the various airlines. The reinsuring companies pur- 
chasing preferred stock are limited as to their dividend return thereon; and in 
the event rates are redundant, the airlines will in turn benefit either through 
appreciation on their common stock, dividends on it, or dividends on the policies 
issued. The choice could be made by their members of the board of directors. 
The tax situation will probably affect their decision. 


Basic rates 


Aviation insurance rates contemplate a normal allowance of 60 percent of such 
rates for the payment of losses and allocated claim expenses and 40 percent for 
expenses. Basic rates in future years would be revised to take into account 
changes in the combined experience of the various lines of insurance involved 
and such experience would be combined with the experience already developed 
by the airlines to maintain the principle of using the latest 5 years’ experience 
with a permissible loss ratio of 60 percent. The mutual company members of 
the proposed reinsurance pools, both for casualty and fire insurance, have the 
necessary actuarial staff to develop rates for filing in States subject to rate 
supervision, such as New York, and to make certain that rates are produced 
which are adequate and reasonable. 


Rating plans 


It is contemplated that initial policy rates established under this plan would 
coincide with rates applicable under present arrangements. Insofar as possible, 
future rates charged to each risk should be based upon the experience of the risk. 
Plans of experience rating already apply to workmen’s compensation insurance 
and similar plans should be developed to apply to the liability coverages. In 
general, such plans should recognize the difference between risks in frequency 
of accidents while all risks should contribute jointly to catastrophe losses which 
are not reflected in experience rates. Under such plans of experience rating as 
contemplated, the individual risk experience would be modified from the basic 
average or manual rate but would still contemplate a permissible loss ratio of 
60 percent based upon such risk experience unless other forms of rating should 
be made mandatory by supervisory officials. 


Dividends 

It is obvious that potential dividends arise from two sources: First, a possible 
saving in the allowance for losses through improved safe practices resulting in 
fewer accidents and, second, in the expense portion of the rate. 

Conservative management would dictate that at least for the first few years a 
substantial portion of the earnings from underwriting, both savings in expenses 
and losses, should be retained in company reserves or surplus funds in order to 
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strengthen the company. These are matters which would be properly decided 
by the board of directors and would be contingent somewhat upon the tax situation 
and the attitude of the airlines with respect to operating costs. 

In considering dividends it is necessary to consider two classes, first, dividends 
to stockholders and, second, dividends to policyholders. In all probability the 
tax situation will determine through which channel the boards of directors will 
wish to make the major distribution of profits of the companies. At the present 
moment excess profit and income taxes must be paid before dividends to stock- 
holders, whereas dividends to policyholders are deductible before payments of 
excess profit and income taxes. This tax situation may change from time to time; 
however, the type of organization suggested is sufficiently flexible to allow the 
management to select the best solution. 

In considering dividends to policyholders the boards of directors should con- 
sider, first, a uniform dividend to all policyholders regardless of individual risk 
loss ratio but dependent solely upon the earnings of the companies; second, a 
graduated dividend plan whereby a dividend is returned to the individual risk in 
proportion to the amount of profit made on the individual risk; for example, if a 
risk paid $100,000 premium and incurred $50,000 in losses, they might be entitled 
to a $30,000 dividend, but if the same risk had $80,000 in losses, they might not be 
entitled to any dividend. Of course, a plan such as this would result in the overall 
payments being approximately the same as those which would have been made 
under the first suggestion. The examples given are merely for the sake of illustra- 
tion and not indicative of the final plan to be worked out. 

We have taken the experience figures on file with the New York Insurance De- 
partment for the scheduled airlines and developed an exhibit, which is attached, 
showing what might have happened over the past 5 years if the proposed plan 
of operation had been in effect from 1938 through 1941. This underwriting ex- 
hibit shows a profit of approximately $1,092,000 for the aviation indemnity com- 
pany and a profit of approximately $1,306,000 for the aviation fire insurance 
eompany. Thus, a total of $2,398,000 would have been available for payment of 
dividends. 

During this 5-year period the preferred stock would have earned $450,000 in 
dividends, and there would have been available for the holders of the common 
stock the balance amount of $1,948,000 for distribution as the boards of directors 
decided. This represents a return of slightly in excess of 20 percent of premiums 
earned. 

These operating exhibits are approximations as some figures are not available in 
the rough experience exhibits which would have enabled us to go into more de- 
tail. However, they have been calculated on the basis least favorable rather 
than on the basis most favorable, and we believe all major factors have been 


taken into account. Some of the minor items which would affect these exhibits 
are enumerated thereon. 


Personnel of aviation insurance companies 


It is contemplated that one set of officers and employees should function for 
both fire and casualty aviation insurance companies. It would appear that the 
following full-time executive personnel would be necessary for the proper func- 
tioning of the organizations: 

One chief executive officer who is a competent insuranceman with compre- 
hensive insurance company experience. 

A financialman. 

A chief claims executive. 

A safety director. 

An aviation insurance underwriter. 

The providing of proper personnel for this endeavor presents a substantial 
problem. However, it is felt that the insurance companies should provide the 
chief executive, financialman, and chief underwriter ; that the air transport com- 
panies should provide the claims executive and the safety director. The duties 
of the last two named individuals, as outlined later in this proposal, would indi- 
eate that they need practical air transport experience. We do not believe that 
this experience is available in the now existing insurance organizations. 


Claims and legal services 


A competent and experience claims manager, employed directly by the aviation 
insurance companies, is essential. It is contemplated that such a man would 
serve both the fire and casualty companies. All claims assigned to the reinsur- 
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ance companies rendering service would be under the immediate claims super- 
vision and jurisdiction of the chief claims manager who would coordinate and 
have control of this work. 

The claims service of the aviation insurance companies divides itself into three 
types: 

1. Public liability and casualty insurance claims. 
2. Fire insurance claims other than damage to aircraft. 
8. Claims involving damage to aircraft. 

The casualty reinsurance companies would furnish to the aviation insurance 
companies, at cost, the service required in No. 1, above. The fire reinsurance 
companies would furnish, at cost, the service mentioned in No. 2, above. The 
companies under consideration handle over $285,000,000 annually in casualty and 
fire insurance premiums. They have approximately 2,000 experienced claimsmen 
available. These men who are under the supervision of the excutive claims 
representative of their respective companies are fully qualified and capable 
of assuring prompt and efficient claims service. Their geographical distribution 
is such that prompt service would be available wherever an accident or loss 
might occur throughout the United States and Canada. Claims facilities are 
also available through branch offices of the reinsuring companies outside the 
continental United States at Honolulu, T. H., Cristobal, C. Z., Coco Solo, C. Z., 
and there are also claims representatives located on the east and west coasts 
of Africa, the exact location of which cannot be given at this time. Offices which 
were formerly maintained at Manila, Philippine Islands, and Wake Island are 
temporarily closed. 

It is anticipated that if a loss should occur at some isolated point the air trans- 
port companies could provide transportation for such claim or engineering repre- 
sentatives as might be necessary to the nearest feasible point. In the event of 
protracted litigation of third party claims the reinsuring companies have found 
the services of local attorneys to be desirable. These companies have demon- 
strated their ability to handle claims arising in foreign countries and are at 
the present time handling important work for the Army, Navy, and Maritime 
Commission at some of the more remote outposts of civilization. 

As respects claims mentioned in No. 3, above, involving damage to aircraft, this 
service would be rendered directly by the aviation insurance companies through 
their chief claims executives who would have actual knowledge of the replace- 
ment cost, values, and depreciation of aircraft parts and equipment. He would 
also be conversant with manufacturing and dealer contacts for replacements. 

Legal services needed in the adjustment of claims could be furnished by the 
reinsuring companies or their corresponding attorneys at cost. 

These claims and legal services would be available to the aviation insurance 
companies for all claims regardless of whether or not the particular reinsurer 
was involved in the loss. 


Loss prevention services 


The safety director, employed directly by the aviation insurance companies, 
will supervise the loss prevention services. He should, we believe, be an experi- 
enced airline operations man, who is fully qualified to initiate, pass upon, enforce, 
and direct all methods, rules, and regulations pertaining to the safe method of 
operation, both in flight and on the ground. 

Safety is the essence of the successful operation of the air transport business 
and it can hardly be overemphasized. Certain services should be insisted upon 
by the aviation insurance companies so that the airline companies will not en- 
deavor to save money by dispensing with those services. The extent and necessity 
of these services could be determined by the airline members of the boards of 
directors in collaboration with the safety director of the companies. 

The mutual reinsuring companies will grant, at cost, the full facilities of their 
well-equipped engineering and research laboratories to give, on the spot, a com- 
prehensive loss prevention service. This, we believe, can generally be outlined as 
follows: 

It should be mentioned that special emphasis, in all of the factors outlined 
below, is on education. The general policy of these companies is that more 
effective loss prevention service can be obtained through education of employees 
of the policyholder than by trying to do the job for them—people who are safety 
minded on the job, rather than only at the time of the visit of the engineer. 
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(a) Inspection service 


The engineering departments of the reinsuring companies are prepared to estab- 
lish a special inspection service for air transport operations. It is believed 
that such a service would be of particular value in that it is essential for proper 
and safe operation that all regulative provisions established by Federal and 
State authority be maintained or executed. This inspection service would be so 
designed and operated as to assist management in the constant checkup on 
operating and maintenance procedures necessary to maintain approved and safe 
conditions. 

The inspection service would be built up on two lines of approach: (1) flight 
operations, and (2) maintenance operations. 

In regard to flight operations, this phase of air transport operations would be 
handled in an advisory manner by a man properly experienced and qualified to 
assist management of air transport companies in maintaining proper flight opera- 
tion procedure by surveying procedures regularly and submitting, as may be 
warranted, recommendations which would improve and bring up to standard the 
flight operations under consideration. 

In connection with the inspection of maintenance operations this is within the 
scope of the present activities of engineering departments of such reinsuring 
companies. To maintain uniformity and for the guidance of all interested 
parties, inspection instructions would be prepared in manual form. These 
manuals would be modified at freouent intervals to keep in step with the develop- 
ments in air transport requirements. 


(b) Loss prevention service 


Coordinated with the inspection service, such reinsuring companies would 
conduct a comprehensive loss prevention service. In general, this loss preren- 
tion service would be planned to provide an overall program for the safety of 
passengers, employees, buildings, and equinment. In most instances it would 
follow established patterns of engineering modified to meet the particular needs 
of the air transport companies. Some of the more important phases are briefly 
described below : 

1. Fire prevention.—Fire prevention service in aircraft shops, hangars, and 
terminal properties would be furnished by qualified safety engineers and accord- 
ance with standards established for the potential hazards. 

2. Automotive equipment.—Such reinsuring companies are prepared to set up 
fleet and vehicle safety programs based on their wide experience with such 
programs now in successful operation. 

8. Passenger terminals.—The control of accidents within terminal buildings 
to passengers, during loading and unloading of aircraft. ete., would be handled 
on the basis of regular inspections of conditions and compliance with standards 
set up for safety requirements. 

4. Airfields—As a part of the accident prevention service physical conditions 
of airfields, runways, fences, outside walkways, etc., would be investigated and 
unsafe conditions reported. 

5. Employee safety.—In maintenance and repair shops the establishment and 
upkeep of safe operating conditions by use of machine guards, personal protec- 
tion equipment, control of fumes, safe methods, etc., would be carried on threngh 
regular surveys for compliance with standards established for the general 
operations. 

Safe practice studies would be made of nonmechanical occupations of ground 
crews and recommended safety instructions prepared. 

Posters and educational literature for emp'oyees would be developed around 
the actual hazards and exposure situations encountered in air transport 
operations. 

It is believed that sound slide films demonstrating safe methods of performing 
difficult or hazardous jobs would prove very effective for education and train- 
ing of employees. Such reinsuring companies are prepared to produce such 
sound slide films. In connection with apprentice courses and in the upgrading 
of present employees it is believed that safety data combined with job instruc- 
tion can be made an effective approach in developing more capable employees. 

6. Foremen and supervisors.—Material in the form of conference outlines, 
discussion guides, booklets, etc., on the fundamentals of foremanship and safety 
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is available for use in foremen and supervisory meetings. This material ~is 
planned to strengthen supervisory participation in safety which is absolutely 
essential for successful accident control. 

7. Safety organization.—A plan for safety organization including safety com- 
mittee and safety committee inspections would be developed for various types 
of air transport companies. The servicing engineers of such reinsuring com- 
panies would take part in activities of these safety organizations as might be 
required and such organizations would be furnished with manuals of procedure 
and regular accident prevention data to assist and guide them in their activities. 

8. Special problems.—Such reinsuring companies have on their staffs special- 
ists in civil, industrial, and chemical engineering, industrial engineers, traffic 
engineers and others. Chemical laboratories are maintained. In event any 
unusual problem arises which has a bearmg on safety of passengers, employees, 
buildings, or equipment, these specialists are available to carry on research 
investigations. 

The advantages of the airlines and the aviation insurance companies of hav- 
ing such service available from large groups of insurance companies, both 
casualty and fire, acting in the capacity of reinsurers and coowners are great. 
There is obviously a very strong community of interest. The combined experi- 
ence of the airlines, the aviation insurance companies and the reinsuring ecom- 
panies can be coordinated in such a way as to make these services second to 
none in the field. Furthermore, the availability of the experience and per- 
sonnel of the reinsurance companies is of inestimable value to the aviation 
companies. 

No one company in the entire insurance business could have in its service and 
organization the breadth of knowledge and geographical distribution and experi- 
ence that would be immediately placed at the disposal of these companies. 

We therefore feel that the objectives which were mentioned at the beginning 
of this proposal can be accomplished and a brief résumé of them might be 
helpful : 

1. Proper and adequate insurance coverage for the industry to meet operating 
problems.—This has been accomplished by the formation of two insurance com- 
panies which can be able through their own research and work with the in- 
dustry to develop special policies to meet operating conditions, and the formation 
of reinsurance pools to provide adequate coverage. 

2. The development of equitable and proper rates to give cognizance to over- 
all loss experience and individual safety records of the various airlines.— 
This is possible, as mentioned in the rating and dividend plans section of this 
proposal, through the development of plans along the lines indicated therein. 
It also allows, through a dividend plan, a solution to the problem in those 
instances where rates are controlled by law. 

3. Proper and adequate engineering and claim services.—This is accomplished 
by using the combined facilities of all of the fire and casualty reinsuring 
companies which, combined, are in a position to render much better service of 
this type than any single insurance organization could possibly render. 

4. Reduction in overhead cost of insurance.—This will be accomplished by 
eliminating -from the cost of this insurance any loading for expenses, other than 
those actually incurred in the operation of the aviation insurance companies, 
as all services purchased from other sources will be at cost. 

5. A plan which could be given approval by the Civil Aeronautics Board.—We 
believe this plan is such that the approval of the Civil Aeronautics Board could 
be obtained for the operation of these companies. It would appear, therefore, 
that this program would be of great benefit to the aviation industry and through 
cooperation with that industry and the insurance industry it could arrive at a 
solution of their problems. 

Respectfully submitted. 

G. T. Crisp 


(For the Committee). 
DECEMBER 11, 1942. 
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Aviation indemnity insurance—Public and property damage liability operations, 
5-year period, based on experience of scheduled aviation lines, policy years 
1937-41, as of Dec. 31, 1941 


UNDERWRITING EXHIBIT 











Amount Amount 
Premiums written (5 years) - ------ $5, 617, 480 
Deduct unearned ees s reserve (assume 50 percent ‘1941 issue, “annual 
ND a5 ROO GS 5 oe bb Sos os sn perenne cece Neoanesnnliak -suaboel 376, 282 
Prempeenn amines... << . . hind asco ene hs. <2 BO dp tA $5, 241, 198 





Legal re- Actual esti- 

















serve mate 
Losses paid including allocated claim expemse_..-..-.....-.---..------ -..---| $1,562,293 $1, 562, 293 
Reserve for losses at Dec. 31, 1941 (schedule P)....--.--.-.----.---.---------- | 1, 538, 297 1, 012, 847 
Losses incurred (5 years) - - .-- 3, 100, 590 2, 575, 140 
Expenses incurred (assume 20 percent of premiums earned excluding Federal 
BN a ebeal Wiwhes hee oi on sed cerswe dees seee wesdetaseneentuns 1, 048, 240 1, 048, 240 
Ranbes ome eupents atwnte go os 5. 20 eho cnc esncguengennggeusas 4, 148, 830 3, 623, 380 
Balance, underwriting gain (20.8 percent) ___-. sce tietgehedgae asia aa ray 1, 092, 368. i 8 1, 617, 818 
131 percent. 


Aviation fire insurance—policy years 1937-41, basis of operations of scheduled 
aviation lines 


UNDERWRITING EXHIBIT 


Sr epeeDA RUNG RCI) (CB SUI on cet donee $4, 637, 078 


Deduct unearned premium reserve (assume 50 percent 1941 issue, 
annual policies) 





DR le ceca bh pwwn cid eed MeL 706, 761 
Premiums earned. (5 years) .nccticscli.. ti ecuscus cc 3, 930, 317 
Losses paid including allocated claim expense______-___-....------- 1, 315, T72 
Reserve for losses as of Dec. 31, 1941: 
Encivyieee Gntimates. ..... .crsecsnwe eet oe SES $121, 857 
ak acetates ellis tras enenenscenesebeatdidt-bocdinedead aie 400, 000 
aa 521, 857 
Ce ns cla aeecsdeshechraininnatlaaiehas abaeiaee | 1, 837, 629 
Expenses incurred (assume 20 percent of premiums earned, ex- 
SI REO | NN nn ne eh nil emeeaipenninastameabeds 786, 063 
Total loseés and’ @xpenses.. 22) 22.220 2c Sees 2, 623, 692 
Balance, underwriting gain (33.2 percent) ..___----_--_-__- 1, 306, 625 


In the indemnity underwriting exhibit figures, it is to be noted that the 
legal reserve is higher than the actual estimate; this is due to the fact that 
in computing legal reserve schedules it is necessary to take the action losses, 
or 60 percent of the earned premium, whichever is greater, for the last 3 years. 
This will wash itself out as the experience gets older, at which time the actual 
losses will be used. Therefore it is probable that the actual estimate more 
nearly represents the true picture for the 5-year period than the legal reserve 
figures. However, to show the proposal in its worst light the legal reserve 
figures are shown. 

In the fire insurance underwriting exhibit figures, attention is called to a vol- 
untary reserve of $400,000 which could also be considered additional. under- 
writing gain. 

Workmen’s compensation premium figures are not included as they are not 
available but should represent additional savings of 20 percent of the premium 
on that line. 
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There has been no mention in the above statement of interest earnings which 
would also increase the underwriting gain. 


Prospective pool members 






Date licensed Policy- 
Name of company Home State or incorpo- Assets holders’ 
rated surplus 























































Alliei American Mutual Fire Insurance Co.} Massachusetts-..._- 1920 $1, 683, 033 819. 064 
American Mutual Liability Insurance Co--|_...- 1887 47, 908, 092 9, 049. 071 
Atlantic Mutual Fire Insurance Co--_-.._-- 1905 1 1, 426, 014 1 727. 516 
The Badger Mutual Fire Insurance Co. . 1891 1, 584, 058 876, 654 
— utual Insurance Co. of New 1914 2, 308, 619 1, 427, 318 
ork. 
Berkshire Mutual Life Insurance Co-_-__-- 1835 1, 248, 869 289, 163 
The Central Manufacturers’ Mutual In- | Ohio...........-.--- 1876 8, 689, 534 3, 362, 774 
surance Co. 
Cincinnati Equitable Insurance Co---..__--|_-.-- oad 1827 11,775,556 | 11,413, 405 
Ow ~ ee Mutual Insurance Co. of | New York....-..-.-- 1914 1, 116, 766 393, 053 
ew York. 
Employers Mutual Liability Insurance Co. | Wisconsin_.......... 1911 27, 661, 282 5, 750, 480 
of Wisconsin. 
Exchange Mutual In‘?emnity Insurance Co.| New York-_.-.._....- 1914 2, 228, 912 | 869, 617 
Fe“eral Mutual Fire Insurance Co-_--______-. Massachusetts. ..... 1907 1, 271, 618 474. 346 
Grain Dealers National Mutual Fire In- | Indiama_..-......... 1902 4, 336, 581 1, 640, 000 
surance Co. 
The Hamilton County Mutual Fire In- | Ohio..-..........._. 1858 1 1, 264,456 | 1 1,038,063 
surance Co. 
— Dealers Mutual Fire Insurance | Wisconsin..........- 1903 9, 196, 477 3, 950, 687 
0. 
Hardware Mutual Casualty Co-........_.-|__.-- Ee Sue, 1913 15, 948, 357 3. 664, 079 
Hariware Mutual Insurance Co. of | Minnesota.._....._- 1899 7, 414, 284 2, 920, 878 
Minnesota. 
Holyoke Mutual Fire Insurance Co------. Massachusetts - ..._- 1843 2, 921, 880 1, 857, 270 
=. iana Lumbermens Mutual Insurance | Indiana--........... 1897 4, 156, 362 1, 948, 235 
0. 
Interboro Mutual Indemnity Insurance Co_| New York-.-.--.---- 1914 5,168,599 | 2, 086, 386 
Iowa Mutual Liability Insurance Co---__--- oe laaae 1909 2, 618, 587 771, 742 
Jamestown Mutual Insurance Co. -.-...---- New York. ......... 1920 2. 870, 499 877, 743 
Liberty Mutual Insurance Co-..............| Massachusetts. -.... 1912 90, 222, 300 14, 593, 627 
The Lumber Mutual Fire Insurance Co-..-|_....do.__.....------ 1895 4,440,106 | 3,142. 468 
Lumbermens Mutual Casualty Co..._..--- ee 1912 45, 363, 288 | 8, 383, 865 
Lumbermens Mutual Insurance Co---..---. Midesnseoecuaéau 1895 3, 593, 893 1, 034, 806 
Merchants Mutual Casualty Co..........- New York.......... 1918 4, 238, 462 874. 380 
Merrimack Mutual Fire Insurance Co-..-- Massachusetts_..... 1828 2, 285, 582 857, 517 
M eign Millers’ Mutual Fire Insurance | Michigan-...-......- 1881 4, 607, 332 2, 200, 905 
0. 
Michigan Mutual Liability Co_....-......-|...-. BA ieee cht bee 1912 9, 899, 324 2, 567, 883 
Middlesex Mutual Fire Insurance Co--_--- Massachusetts. -..._. 1826 2, 702, 376 1, 815, 987 
— Owners Mutual Fire Insurance Co. | lowa-_-...........---- 1875 2, 893, 291 771, 048 
of Iowa. 
Millers’ Mutual Fire Insurance Associa- | Illinois.............. 1877 3, 698, 383 2, 050, 233 
tion of Illinc is, 
Millers Mutual Fire Insurance Co---.-...--- Pennsylvania. -....-. 1890 2, 023, 623 1, 453, 941 
™® Miilers Mutual Fire Insurance Co. of | Texas.........-.---.- 1898 2, 402, 730 1, 282, 971 
exas. 
Millers National Insurance Co--......----- NR estos: cs. 1865 7, 569, 470 3, 155, 954 
Mutual Boiler Insurance Co. of Boston ..| Massachusetts. -..--- 1877 1, 792, 121 982, 067 
M — Implement & Hardware Insurance | Minnesota. .--.-.-..-- 1904 7, 637, 312 2, 193, 674 
0. 
Northwestern Mutual Fire Association...._.| Washington ._...... 1901 10, 630, 466 2, 657, 755 
Pawtucket Mutual Fire Insurance Co. ...| Rhode Island_--.---- 1848 2, 479, 924 861, 022 
Pennsylvania Lumbermen’s Mutual Fire | Pennsylvania. -.-_-.-.- 1895 4, 316, 784 2, 172, 789 
Insurance Co. 
Pennsylvania Miller’s Mutual Fire Insur- |-_..-. ti thsiipinadiones 1887 3, 690, 255 2, 888, 457 
ance Co. 
The Preferred Mutual Fire Insurance Co. | New York....---.-.. 1896 1, 520, 650 971, 491 
of Chenango County. 
Security Mutual Casualty Co-_.........--.- ER Se neato teton 1913 9, 171, 971 4, 426, 779 
Texas Employers Insurance Association -..| Texas.........-..--- 1914 6, 162, 356 2, 285, 356 
— & Mechanics Insurance Co. (Mu- | Massachusetts-. ..-- 1848 1, 192, 722 821, 605 
tual). 
Union Mutual Fire Insurance Co-.-........ Rhode Island_-....-- 1863 1, 848, 581 504, 211 
United Mutual Fire Insurance Co _-.-_--.-- Massachusetts. _._.- 1908 9, 652, 737 3, 717, 073 
Utica Mutual Insurance Co__---...--..-.-- New York....---.-- 1914 15, 002, 269 4, 276, 108 
Western Millers Mutual Fire Insurance Co.| Missouri..-...--.--- 1883 1, 025, 556 315, 402 
Worcester Mutual Fire Insurance Co__-....| Massachusetts_-.._.- 4 , 960 


i Market value. 
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Trade or class insurance companies 


Date licensed 
or incorpo- 
rated 


Home State 











CASUALTY INSURANCE COMPANIES 


Amalgamated Mutual Automobile Cas- | New York 
ualty Co. (Amalgamated Taxi Associa- 
tion Inc.) 

Bakers Mutual Insurance Co. (insures bak- 
ers, grocers, and confectioners). 

Butchers’ Mutual Casualty Co. (insures |____- MBB iake 
butchers primarily). 


1924 










1914 
1924 

















Coal Merchants Mutual Insurance Co. |__..- eco re 1915 
(New York State Association of Coal 
Merchants). 

Exchange Mutual Indemnity Insurance |_____ gs ree 1914 


Co. (insures laundry companies prima- 
rily). 

Farm Bureau Mutual Automobile Insur- | Ohio 
ame Co. (Ohio Farm Bureau Federa- 
tion). 

Greater New York Taxpayers Mutual 
Insurance Association (Greater New 
York Taxpayers Association). 

—— Live Stock Insurance Co. (live- | Connecticut ....___- 
stock). 








1926 









1927 




















1916 









Hartford Steam Boiler Inspection & Insur- |_____ ee 1866 
ance Co. (boiler and machinery risks). 

Interboro Mutual Indemnity Insurance | New York...-..-...-- 1914 
Co. (orgarized by the brewery interests). 

Mutual Boiler Insurance Co. of Boston | Massachusetts. _.__- 1877 


(boiler and machinery risks). 
National Grange Mutual Liability Co. 
(National Grangers). 
Utilities Mutual Insurance Co. (public | New York 
utilities). 






1923 
1914 


New Hampshire... 









FIRE INSURANCE COMPANIES 


Boston Manufacturers’ Mutual Fire Insur- 
ance Co, (member of Associated Factory 
Mutual Fire Insurance Companies 
—_ (cotton and woolen mills prima- 
rily). 

Canners Exchange Subscribers (canning | Illinois 
factories and allied lines). 

Grain Dealers National Mutual Fire Insur- | Indiana 
ance Co. (flour mill and grain elevator 
risks). 

Hardware Dealers Mutual Fire Insurance | Wisconsin 
Co. (hardware and implement dealers 
primarily). 

Indiana Lumbermens Mutual Insurance | Indiana 
Co. (lumber and woodworking risks pri- 
marily). 

Lumber Mutual Fire Insurance Co. (lum- | Massachusetts 
ber and woodworking risks primarily). 

Lumbermen’s Mutual Insurance Co. (lum- | Obio 
ber and woodworking risks primarily). 


Massachusetts... ... 1850 












1907 
1902 












1903 










1897 


















1895 
1895 


















Michigan Millers’ Mutual Fire Insurance | Michigan--.--..-.--- 1881 
Co. (flour mills and grain elevator risks). 

Mill Owners Mutual Fire Insurance Co. | Iowa_.-.---.-------- 1875 
(grain mills and elevators primarily). 

Millers Mutual Fire Insurance Association | Ilinois......-......- 1877 
(grain mills and elevators primarily). 

Millers Mutual Fire Insurance Co. (grain | Pennsylvania. -.-.-- 1890 


mills and elevators primarily). 
Millers Mutual Fire Insurance Co. (grain | Texas_......-.------ 
mills and elevators primarily). 
Mutual Fire, Marine, and Inland Insur- | Pennsylvania 
ance Co. (properties and equipment of 
railroad companies). 
Mutual Rplepen’ & Hardware Insur- | Minnesota..---...-.- 1904 
ance Co. (hardware and implement deal- 





1898 
1902 


















ers primarily). 

Northwestern Mutual Fire Association | Washington......... 1901 
(umber and woodworking risks pri- 

marily). 





Pennsylvania Lumbermen’s Mutual Fire 
Insurance Co. (lumber and woodwork- 
ing risks primarily). 

Pennsylvania Millers’ Mutual Fire Insur- |_..__ OF. .cascusteton 1887 

ance Co. (grain mills and elevators pri- 

marily). 


Pennsylvania- -_...-. 1895 






1 Includes, in many cases, contingency and special reserves and guaranty funds. 
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1, 427, 318 
740, 595 
393, 053 
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869, 617 









2, 694, 196 
1, 820, 349 


1, 163, 053 
10, 116, 462 
2, 066, 386 
92, 067 
620, 000 

2, 330, 344 























3, 752, 976 





3, 184, 758 
1, 640, 000 












3, 950, 687 


1, 948, 235 


3, 142, 468 
1, 034, 806 
2, 200, 905 

771, 048 
2, 050, 233 
1, 453, 941 
1, 282, 971 
2, 861, 469 



















2, 193, 674 





2, 657, 755 






2, 172, 789 








2, 888, 454 
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Practically all the large mutual insurance companies writing all lines on the 
countrywide basis originally started.business on a trade or class basis. A few of 
these companies are listed below: 


























































Date licensed Policy- 
Company Home State or incorpo- Assets holders’ 

rated surplus 8 
esl cite aaa e 
American Mutual Liability Insurance Co__| Massachusetts- --.-- 1887 $47, 908,092 | $9, 049, 071 PD 
The Central Manufacturers’ Mutual In- 0 
NG Bit ahi in eS ccoensccen EO. .vetbiececasde 1876 8, 689, 534 3, 362, 774 t 
Employers Mutual Liability Insurance d 
Co, of Wisconsin. Wisconsin._........- 1911 27, 661, 283 5, 750, 480 : 
Hardware Mutual Casualty Co._--....----|-.-.-- TE icc aed alee 1913 15, 948, 357 3, 664, 079 0 
Liberty Mutual Insurance Co__ -_------.--- Massachusetts. - ..-- 1912 90, 222, 300 17, 703, 627 r 

Lumbermen’s Mutual Casualty Co-_-_--.--.-- I isin ame bie 1912 45, 363, 288 6, 000, 000 
National Retailers Mutual Insurance Co...| New York-_-__------ 1837 3, 999, 680 1, 000, 000 c 

United Mutual Fire Insurance Co-.--__---- Massachusetts. . _. .- 1908 9, 652, 737 3, 717, 078 

Utica Mutual Insurance Co-_.--.......-.---- IOOW TEE... nnncnckid 1914 15, 002, 269 4, 276, 108 
AMERICAN MUTUAL LIABILITY INSURANCE Co., t) 
Boston, Mass., March 23, 1943. e 
Mr. GerHarp A. GESELL, G 

Covington, Burling, Rublee, Acheson & Shorb, 

Union Trust Building, Washington, D.C. e 

Deak Mr. GESELL: In accordance with our conversation wherein you asked for uD 
an opinion as to the profit factor that should be used in negotiating the reinsur- st 
ance contracts between the aviation insurance companies and the reinsuring com- A 
panies, it is our opinion that this should be limited to an amount which would v 
represent the normal contribution to surplus of the general run of business. u 
This would be approximately 2% to 5 percent of the earned reinsurance pre- b 
miums after establishment of adequate and reasonable reserves for catastrophes. r 
These reserves should be subject to review by whatever firm of independent 
actuaries is retained annually by the aviation insurance companies to certify 
the adequateness of their reserves. 

As a matter of practical expediency, it would be desirable for a committee p 
made up of the airlines’ representatives on the board of directors of the aviation : 
insurance companies to review and approve the reinsurance contracts. ; 

Very truly yours, : 

G. T. Crisp, Vice President. , 

s 

EXHIBIT 8 a 

n 

MUTUAL COMPANIES D 

Red oot 1 - l ti 

Acquisi- | General | | Total Total c 

Calendar year tion and | adminis- | Claim ad- | Inspection Taxes expenses | expenses, e 

field tration | justment jeumd bureau incurred acquisi- 

tion cost te 

—_ pace eee | 7 — oe _ | _ — a v 
eta) a al 8.7 6.4 | 9.5 | 2.0 2.1 28.7 20.0 

oe ee 8.3 6.6 9.2 | 2.0 2.0 28.1 19.8 e 

ea: eee 7.8 | 6.2 8.9 2.0 | 2.3 27.2 | 19. 4 4 
ee ee 8.6 | 6.1 | 9.0 | 2.4 2.3 28.4 | 19.8 

ae 8.8 6.4 | 8.9 | 2.4 | 2.3 28.8 20.0 ec 

as 9.0 | 6.7 9.1 | 24] 2.2 | 29. 4 | 20.4 v 

eo Lan | 8.8 | 6.8 | 8.7 | 2.3 | 2 4 29.0 aS } 

Average....| 8.6 | 6.5 | 9.0 | 2.2 2.3 28.6 20.0 ¥W 

i = | eer ee oe cet Hex 2s | a 

: i hie 8 

STOCK COMPANIES A 

| hme 5% ’ | c 

| iar er 25.4 | 9.1 | 10.2 | 2.3 3.0 50. 0 24.6 it 

Te cee 25.3 | 9.0 | 9.9 2.4 3.4 50. 0 24.7 i 

Ne aeos-sasc05: 25.2 | 8.9 | 9.4 | 2.5 4.1 50.1 24.9 

Nas 2 cue Bais 25.14 9.5 | 9.8 2.6 4.5 51,5 26. 4 e 
se ccchicckcansenth 25.3 | 9.6 | 10.0 2.6 4.4 51.9 26. 6 
1940- 25.5 9.7 | 9.8 2.6 4.3 51.9 26.4 

pOél... -...---.- 25. 2 9.4 9.2 2.4 4.4 5.6 25.4 Ci 

a —— —— —___—____—___ Se omega D 
Average - 25.3 | 9.3 | 9.7 2.5 4.1 50.9 25.6 
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Exurstr 10 


MEMORANDUM RE UNITED STATES GOVERNMENT’S PARTICIPATION IN MARINE 
INSURANCE 


Today the United States Government is empowered to insure, and does in- 
sure, our merchant marine against both war risks and marine risks. The Gov- 
ernment entered the field to free American waterborne commerce of its de 
pendence upon foreign insurance markets. The importance of a sound system 
of insurance to the development of a merchant marine and the basic need for 
the United States to enter the insurance field to establish such a system, are 
demonstrated by a review of the legislative history of the various proposals 
made in Congress concerning marine insurance. It is particularly pertinent to 
review the development of this legislation, since it forms the basis for proposed 
comparable legislation on air insurance. 


WORLD WAR I LEGISLATION 


The United States Government first entered the field of marine insurance with 
the War Risk Insurance Act of 1914. As the name implies, this act was an 
emergency measure, expressly limited to the emergency period, allowing the 
Government to write insurance on American vessels against war risks. 

On the insurance so written there were losses of $30 million as against an in- 
come from premiums and salvage of approximately $45 million, thus leaving a 
net operating profit in excess of $15 million despite the fact that the rates were 
set very low, at what was thought to be merely the compensatory level. See the 
Annual Report of the Directors of the Veterans’ Bureau for 1923. At no time 
was this act considered as placing the Government in competition with private 
insurance companies, for the Government entered the war insurance field only 
because those companies were unwilling to venture there except at. prohibitive 
rates. ; 


THE JONES ACT OF 1920 


World War I made Americans conscious of the vital importance of a large and 
prosperous merchant marine. Consequently, the 66th Congress conducted a long 
investigation into the ways and means of promoting the merchant marine and 
of preventing it from lapsing into the miserable state in which it had languished 
before the war when only 9.4 percent of our foreign trade was carried in Amer- 
ican bottoms. 

In the course of this investigation, testimony by impartial experts before the 
Senate Commerce Committee and the House Committee on the Merchant Marine 
and Fisheries proved the value of an adequate insurance system to the mainte- 
nance and growth of a merchant marine. England was cited as the chief exam- 
ple. The fact that England was the leading shipping nation of the world and 
the leading marine insurance nation was not overlooked. It was shown in the 
committee hearings that her leadership in both these fields was no accident or 
coincidence, but rather the result of a long-range program sanctioned and abet- 
ted by the British Government in which each of these two industries was in- 
valuable in the development of the other. 

The necessity of an adequate system of insurance being thus established, the 
congressional committees were soon convinced that the then existing picture of 
American marine insurance required drastic revision. The market was clearly 
controlled by foreign underwriters. The reasons for this foreign dominance 
were many: the fact that the foreign countries, notably England, had been in 
the business longer and had more experience, that their companies were world- 
wide in scope and therefore had a larger “spread” with resultant lower rates; 
and that American companies were hampered by the antitrust laws and by 
State taxes and restrictions against writing more than one kind of insurance. 
American companies had inadequate capacity to write insurance on all Ameri- 
can ships and much of what they did write they immediately placed for re- 
insurance abroad. On the other hand, many American shippers did not try to 
insure through American companies because of the lower rates they could get 
elsewhere. 

This dependence upon foreign interests was unhealthy, to say the least, be- 
cause the policies of British companies naturally were subservient to their 
national interest. It was noted that British insurers and reinsurers had access 
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to confidential facts concerning the insured which could readily be placed at 
the disposal of competitors in the foreign country. 

As a result of these committee hearings Congress passed the Merchant Marine 
Act of 1920, commonly referred to as.the Jones Act, (Public Law 261, 66th 
Cong.) which contained three sections bearing on insurance. Section 29 was 
in answer to the complaint of the American insurance companies that they 
would have to continue to charge higher rates than the British as long as the 
antitrust laws forbade their clubbing together and thereby getting a larger 
“spread.” By this action the restrictions of those laws were removed from 
marine insurance companies entering into an association for the following 
purposes : 

“To transact a marine insurance and reinsurance business in the United States 
and in foreign countries and to reinsure or otherwise apportion among its mem- 
bership the risks undertaken by such association or any of the component 
members.” 

As a result of this section the so-called syndicate (c) came into existence. 
This syndicate was open to all American companies and the hope was that it 
would lead to an elimination of our dependence upon the foreign market. 

The second provision of the Jones Act concerning insurance is section 10: 

“Spc. 10. That the Board may create out of net revenue from operations and 
sales, and maintain and administer, a separate insurance fund, which it may 
use to insure in whole or in part, against all hazards commonly covered by 
insurance polices in such cases, any interest of the United States (1) in any 
vessel, either constructed or in the process of construction * * *.” 

Under this, then, the Shipping Board could directly insure against marine 
risks any interest of the United States in the vessel itself. This, of course, 
means only hull insurance but the phrase “interest of the United States” was 
soon construed very widely to include a mortgage interest owned by the United 
States in a vessel built with money loaned by a Government subsidiary, such as 
the Reconstruction Finance Corporation. 

Lastly, section 9 of the 1920 act made it mandatory upon the Shipping Board 
to require the purchaser of any vessel from it upon delerred payment to keep 
the same insured ‘“‘(a) against loss Or damage by fire, and against other marine 
risks and disasters, and war and other risks if the Board so specifies, with such 
insurance companies, associations, or underwriters, and under such forms of 
policies, and to such an amount, as the Board may prescribe or approve; and 
(b) by protection and indemnity insurance with insurance companies, associa- 
tions, or underwriters and under such forms of policies, and to such an amount 
as the Board may prescribe or approve.” In other words, when selling a vessel, 
the Shipping Board could specify with what company insurance had to be taken 
out. 


PROPOSALS OF 1928 





In 1928 several bills were introduced in Congress which reopened the whole 
question of marine insurance. All these proposals were based on the premise 
that the Jones Act had not corrected the evils at which it aimed, and all had the 
same general idea—that the United States Government should offer reinsurance 
to any private companies that wanted it. In the hearings on the bills the marine 
insurance problem was thoroughly explored and it became evident that the Vice 
Chairman of the Shipping Board was correct in testifying that the 1920 act had 
had slight effect. British companies still did two-thirds of our reinsuring and 
because of their greater “spread” could offer rates that our private concerns 
could not meet. 

The investigating committee found that section 29 of the Jones Act had not 
achieved the hoped-for results, for despite the fact that American marine insur- 
ance companies did form the syndieate (c), referred to above, that syndicate 
was unable to cover all the insurance desired by American shippers. The Ship- 
ping Board had endeavored to use its power under section 9 to promote this 
syndicate, but it was forced in many instances to admit that “it was not prac- 
tical” to require that all the insurance on a particular ship be placed with the 
syndicate (1928 hearings before the House Committee on Merchant Marine and 
Fisheries, p. 221). Moreover, although the syndicate was originally composed 
exclusively of American concerns, in a way that was never fully disclosed some 
British companies worked their way into this very organization, whose raison 
d'étre was the elimination of foreign control, with the result that in 1928 one- 
third of all insurance placed with the syndicate went abroad. 
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In a similar manner the committees found that section 10, empowering the 
Board to insure hull interest of the United States, had likewise fallen short 
of its expectations. The Shipping Board had kept its rates at virtually the high 
level charged by the private companies, for, according to its Vice Chairman, it 
did not wish to interfere with their business (1928 House hearings, supra, p. 19). 
At such rates the Board made a “handsome surplus,” again to quote the Vice 
Chairman, which seems positive proof that the private rates were in excess 
of what they should have been. 

The 1928 plan of Government reinsurance, then, was to correct the same two- 
fold evil that had plagued the 1920 scene: the dependence of American com- 
panies on foreign insurers, and excessive reinsurance rates. It was shown in 
the hearings that Government reinsurance would attain this double objective, 
for with such reinsurance available no American insurance company would be 
forced to go abroad and with all the domestic companies thus availing them. 
selves of this reinsurance sufficient “spread” would be obtained to make possible 
lower rates. 

None of the 1928 bills was passed and the merchant marine remained under 
the double hardship of excessive insurance rates and foreign control. 


MARINE AND WAR RISK INSURANCE ACTS OF 1940 AND 1942 


The Jones Act, ineffective though it was, continued to be the sole legislation 
on the subject of marine insurance until the present international emergency 
arose. That emergency clearly revealed the inadequacies of the existing situa- 
tion and in 1989 Admiral Land, Chairman of the Maritime Commission, appeared 
before congressional committees to demand the passage of a bill giving the 
Government substantially the power which had been denied it in 1928. He 
testified that such action was imperative since Lloyd’s of London could write 
insurance 10 percent cheaper than any private American company and that 
52 percent of American hull insurance and 25 percent of American cargo insur- 
ance were being placed in England. 

Furthermore, he assured the Appropriations Committee of the House in 1940 
that to grant the Government the desired power would very definitely not put 
it in competition with private firms, “but if rates ran away, we'd steady the 
market by taking some of the business ourselves.” Not a single witness appeared 
in opposition to any section of the bill save the one that allowed the Maritime 
Commission to insure American cargo on foreign nonenemy vessels, which section 
was finally stricken out because of the existence of the Neutrality Act. This 
lack of opposition is striking evidence that the enemies of the 1928 proposals had 
been proved wrong by the course of later events. 

It is interesting to note that during the hearings the Honorable 8S. O. Bland, 
chairman of the House Committee on Merchant Marine and Fisheries, remarked 
that the suggestion had been made to him by letter that the bill should include 
aviation risks. Mr. Chubb, an insurance official prominent in both marine and 
aviation circles, agreed that the day might come when such inclusion would be 
necessary (H. R. 6572, p. 43). 

As a result of these hearings Congress passed the Marine War Risk Insurance 
Act, Public Law 677, 76th Congress, 3d session, approved June 29, 1940. 

This act (sec. 221 (a)) authorized the Maritime Commission to provide 
“marine insurance and reinsurance against loss or damage by the risks of war 
and reinsurance against loss or damage by marine risks, as prescribed in this 
subtitle, whenever it appears to the Commission that such insurance adequate 
for the needs of the waterborne commerce of the United States cannot be ob- 
tained on reasonable terms and conditions from companies authorized to do an 
insurance business in a State of the United States.” 

Three facts in this grant of power are outstanding: First, that the power is 
merely permissive, for the Maritime Commission in no situation has to give in- 
surance; second, that permissive power is conditioned upon the Commission’s 
finding that private facilities are inadequate; and third, marine risks as opposed 
to war risks can be reinsured against. This third is most important, for the 
fact that marine risks are included indicates that they have a direct connection 
with the national defense. Also to be noted is that the act allows insurance of 
both hull and cargo, as well as the person of the crews. 

Section 221 (b) provides for the establishment of a revolving insurance fund 
in the Treasury of the United States, the fund to be created out of an initial ap- 
propriation and to be fed by all premiums and recoveries in connection with in- 
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surance and reinsurance written by the Commission. Admiral Land said that it 
was conservative practice to have a fund 21 times the value of the largest vessel 
risk assumed when only marine perils are insured against, and therefore since 
the Commission could insure against both marine and war risks, he desired a 
fund twice the value of the largest two vessel that the Commission would be 
called upon to insure. The revolving fund set up pursuant to the 1940 act was 
$40 million. A detailed statement of all activities taken by the Maritime Com- 
mission under the act is set forth in the Commission’s annual report. 

The Marine War-Risk Insurance Act of 1940, discussed above, did not meet 
the exigencies of an America at war, with the result that at Admiral Land’s 
request it was amended April 1, 1942, so as to conform to the United States 
new status as a belligerent (Public Law 523, 77th Cong., 2d sess.). The chief 
changes are that foreign (friendly) ships, their cargo and their crews, can now 
be insured and that the permissive power of the Commission to insure and re- 
insure is now conditioned upon either the inadequacy of private insurance facili- 
ties or “the furnishing by the Commission of such insurance or reinsurance 
with respect to any such transportation or other vessel services at nominal or 
other rate basis would be of material benefit to the war effort, or (after con- 
sultation with the Office of Price Administration or other agencies) to the 
domestic economy of the United States, or (after consultation with the Secre- 
tary of the Navy or the Secretary of War) is necessary or advisable for military 
or naval reasons.” 

This shows very definitely the close connection between the national defense 
and the existence of a sound system of insurance for commerce carriers. In the 
hearings on this amendment it was stated that until the declaration of war by 
the United States the Maritime Commission had not generally exercised its in- 
surance authority under the 1940 act, but that since then it has written “a 
large amount” of insurance on American hulls and their crews, and, since 
March 1, 1942, on cargo in shipment between the United States and its Territories 
(S. Rept. 1235, 77th Cong., 2d sess.) . 

As the crescendo of the war and American exports have increased, the amount 
of insurance undertaken by the Commission has leaped upward. The amount 
undertaken in the month of December 1942 reached the staggering proportions 
of $201,198,275.37, at a total premium of $3,093,292.03. For detailed figures and 
rates, see Admiral Land’s monthly reports to the chairman of the Senate Com- 
merce Committee and of the House Committee on Merchant Marine and Fish- 
eries. 

The outstanding fact shown by this short review is that the action finally 
taken was sound and should have been taken much earlier. The American 
merchant marine stands today at last unhampered by excessive insurance rates 
or by foreign control. 

STATISTICAL INFORMATION 


The following is the amount of insurance taken out by the Board to protect 
hull interests of the United States that was in force at the end of the respective 
fiscal years: 





| 


| Number | Amount 
of vessels 
Year: | 
a Eat | N se figures available, 
nen | 153 | $38 
1930....-_- 224 | $97, 058,142 (excluding insurance on hulls owned 100 percent by the Shipping 
oard). 
1931_. ..-----| $116,626,539. 
fy 252 | $82,463,057. 





| 

} 
BR tu i iSC! $54,003,775. 
Oe lid | Ne ame available, 


dad | rato. 
1939._..-. a $7,515,000. 
ee | $122,182,810. 


sec |----------| $152,521,612, 












The 1940 and the 1941 figures include war risk insurance on such bull interests 
of the United Stuves but the figures do not include the war risk insurance written 
in 1939 on the 27 vessels employed in repatriating American citizens from danger 
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zones to the extent of $136,229,000. This latter insurance was given at a rate 
below the commercial rates, for otherwise the shipowners would not have been 
willing for their ships to undertake their perilous missions. 

The following table shows the relation between the incoming premiums and 
outgoing losses to the Shipping Board’s and later the Maritime Commission’s, 
revolving insurance fund. 


Cotton Collection from | Losses and 











RNR chs Somes dire. seal ics ticeasniietty » a 


Period premiums and returned 

i recoveries premiums 
Inception to June 30, 1936____- | $16, 846,704.00 | $14, 038, 084. 00 
Oct. 26, 1936, to June 30, 1937__------ | 266, 398. 99 | 230, 594. 40 
July 1, 1937, to June 30, 1938. _-..-_..--._-- 223, 335. 04 647, 532. 06 
July 1, 1938, to June 30, 1939--_.....-_-- . as ; e 293, 295. 77 192, 646. 20 
July 1, 1939, to Jume 30, 1940__.........---.----.--- 3 ‘ J 792, 116.01 | 312,111.14 
July 1, 1940, to June 30, 1941.--....---..--- ~ | 1, 838, 561. 28 | 689, 764. 28 


20, 260, 411. 09 of 16, 110, 732. 08 














The Maritime Commission in general limited its participation in any vessel 
to 20 percent, and never in excess of $400,000, but the war made it relax this 
limitation because private companies were then simply unable to cover all the 
rest. 

The above figures are from the various annual reports of the Shipping Board 
(1920-33) and of the Maritme Commission (1936-41). 


Exursir 11 


UnITEp STATES AVIATION UNDERWRITERS, 


New York, N. Y., March 10, 1948. 
Memorandum No. 2 re H. R. 1012 and H. R. 1992. 


To Airlines Insured Throuyh the USAIG and Their Duly Authorized Brokers: 


You have all been so kind and patient with us that I am embarrassed to burden 
you further in these busy days. On the other hand, some of the airlines which 
we insure have asked for our views with respect to the second of the two bills 
referred to above, copies of which were sent to all members of the Air Transport 
Association by Colonel Gorrell with a request for comments from the members. 

Attached hereto is a memorandum in which I have set forth some of my per- 
sonal reactions to H. R. 1992 and H. R. 1012 which paves the way for H. R. 1992. 
You may not be-entirely sympathetic with my thoughts in the matter but our 
relationship is such that I felt that you would want to know my reactions par- 
ticularly as some airlines, wishing to be helpful, thought that perhaps we had 
requested this legislation. 

I am not in favor of the Government competing with private business in any 
form. I do not think Government ownership of our aircraft industry, or any 
essential parts thereof, is desirable if it can be avoided. 


Davin ©. BEEBE. 


Some Reactions To H. R. 1012 anp H. R. 1992 (Sections Appep AS AMENDMENTS 
To Civit AERONAUTICS AcT oF 1938) 


1. (a) This memorandum hereinafter refers to those sections of H. R. 1992 
which have to do with the establishment of a fund by the Government for the 
reinsuring of aviation or air risks and not to those sections dealing with the 
writing of war risk insurance by the Government or the reinsuring of war risks 
by the Government. It should, however, be emphasized here that the War Dam- 
age Corporation is now providing war Tisk insurance covering aircraft in the 
United States and its Territories or possessions, 

(b) The act under which the War Damage Corporation was created does not, 
however, permit that Corporation to insure war risk on aircraft operated over 
the high seas and outside of the geographical provisions set forth in the act. 
The insuring or reinsuring of aircraft against war risks as contemplated under 
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H. R. 1992 is a duplication of the coverage now provided by the War Damage 
Corporation with respect to aircraft within the geographical limits of the act. 
It would seem that insurance against war risks could best be provided for by 
the War Damage Corporation but with its authority extended to include aircraft 
outside of the specified geographical limits. 

(c) Prior to the time of the formation of the War Damage Corporation, the 
aviation insurance market had offered to provide war risk insurance for air- 
craft while in flight but the provisions under which the War Damage Corporation 
was created precluded the aviation insurance market from making this coverage 
available. 

2. The existing aviation insurance market with its automatic reinsurance 
treaties is adequate to meet present needs and expects to meet anticipated needs 
of the future. 

8. The development of the present aviation insurance market is the result of 
15 years of constructive pioneering effort that has required the training of skilled 
personnel over a like period. 

4. The system for handling reinsurance transactions under summary accounts 
results in no disclosure of any particulars of risks insured so that confidential 
information is fully protected. 

5. The manner in which the aviation insurance market is operated, the char- 
acter of information made available to it and the procedure followed in handling 
all transactions is known to the War and Navy Departments with which the 
market has cooperated. 

6. There is no need for Government reinsurance for aviation risks. No such 
facilities have been asked of the Government by the aviation insurance market 
nor is there apparently any evidence that the existing aviation insurance market 
was ever consulted in the matter or its views and recommendations solicited by 
the sponsors of this legislation. 

7. The USAIG happened to be the first group of fire, marine, and casualty 
insurance companies to be organized in the United States to provide an adequate 
American aviation insurance market to aid our American aviation industry 
and to bring to aviation the same kind of support that European commercial 
air powers had long received from their insurance interests. When this group 
was first formed during the spring of 1928 by two former American Air Corps 
pilots, it was enthusiastically welcomed by aviation and particularly by our War 
Department for the reason that it was generally accepted that European com- 
mercial aviation had advanced more rapidly than American commercial aviation 
because European insurance had given support that American insurance had 
not provided. As the Air Commerce Act of 1926 brought Government help 
and support to American civil aviation, the formation of the aviation insurance 
groups that now constitute the American aviation insurance underwriting market, 
brought to our aviation the necessary insurance support without which capital 
could not be attracted to this new form of transportation. The aviation insur- 
ance market has performed and is performing a service to aviation and the 
country at large. 

8. The entry of our Government into the business of aviation insurance would 
jeopardize, if not destroy, the aviation insurance market that has been developed 
at a time when it is most needed. There would appear to be no justification for 
experimenting or tampering with a delicate mechanism if it is performing a 
useful service and particularly at a critical moment such as the present. 

9. The United States has a trained aviation insurance market that is second 
to none in the world. This market is conducted by a small group of men who 
have acquired their specialized knowledge through 15 years of hard practical 
experience. It should be significant that the proposed legislation was drafted 
without the only men in the country who presumably have any knowledge or 
experience in the subject having been consulted. By whom H. R. 1992 was 
drafted and for what reasons has apparently been intentionally concealed from 
those whose knowledge one would think essential. The procedure should create 
speculation as to whether there exists a desire to substitute a new and untried 
system of aviation underwriting by the Government for that which has been 
developed by private enterprise on a trial-and-error basis over 15 years. 

10. During the 15-year period, seven separate domestic aviation insurance 
markets entered the field in competition with those elements that pioneered 
the business and which have survived as our present aviation insurance market. 
These markets that entered the field for short periods of time felt that the 
rates which have been charged to aircraft owners were too high, policy condi- 
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tions too restricted and commissions paid producers too low and they set forth 
to actively demonstrate their theories in a highly competitive manner with the 
result that all withdrew from the field and are not now here to help in the war 
effort. The surviving elements of the market up until the war and throughout 
a highly experimental period did make a small profit in which they can take 
pride. Had they not made a profit they would not be here now to help in the 
war effort. Sound judgment, stout hearts, and the laws of economics are alone 
responsible for the development of our American aviation market which was 
not only respected by the aviation insurance markets of all airpower nations 
up to the beginning of the present war but the advice and facilities of which 
were sought from many parts of the world. 

11. The aviation insurance provisions of H. R. 1012 and H. R. 1992 are in 
violation of State control of insurance which has long been recognized through 
Congress refusal to alter by transferring such control from the States to the 
Federal Government. Further, H. R. 1992 place the Federal Government in 
direct competition with private business. 

12. Agents and brokers perform a valuable service for the insuring public. 
Their training, the character of the service they render, and the nature of their 
relationships with their clients places them in a position where they naturally 
exercise considerable influence over public thinking in the communities they 
serve in respect to all constructive undertakings. Until recently aviation has 
presented only a very limited opportunity for the average agent or broker but, 
recognizing the great help which the agent-broker fraternity could be in creating 
an airminded United States, the pioneers of our aviation insurance market ap- 
pealed to the agents and brokers of the country to take an interest in aviation 
and further its development. Some for no return and other for a very small 
return have contributed in countless ways to our aviation industry. Aviation 
underwriters knew that if they could make the agents and brokers of the 
country airminded the agents and brokers could, in turn, stimulate interest 
in aviation in their communities. They have performed yeoman service in 
helping local communities to provide airports, patronize airlines, ete. 

(b) The time is approaching when they might receive some reward but enact- 
ment of H. R. 1992 would be a stab in the back to agents and brokers of the 
United States. A good agent is worth his hire. They have received little out 
of aviation and have been asking for increased commissions. Enactment of 
H. R. 1992 may eliminate agents and brokers entirely from any participation 
in aviation insurance. American aviation needs the good will and support of 
this group and cannot afford to alienate it. It does not appear that the existing 
agents’ and brokers’ organizations have been consulted in this matter or their 
interests considered. Private business must suffer many necessary dislocations 
in time of war, but unnecessary dislocations resulting only from a desire to 
experiment with new ideas appear inexcusable and tragic. 

13. (a) The proposed legislation would effectively place the control of aviation 
insurance rates and loss payments in a bureau of the Federal Government 
and would destroy a free insurance market. London for generations has been 
considered the center of the insurance world and this position is attributable 
to the fact that it is a free market without burdensome Government control 
which permits underwriters latitude within which to exercise their judgment. 
The natural laws of supply and demand and the forces of competition with 
encouragement from the Government has placed London where it is in the 
general insurance world. The United States may not become the center of the 
insurance world but it can be the center of the aviation insurance world and 
this has been the ambition of the managers of the groups composing our aviation 
insurance market. In Germany and Italy alone has aviation insurance been 
brought under such control as would be the case here should legislation com- 
parable to H. R. 1992 be enacted. 

(b) Our American aviation market has developed along sound lines to date and 
has enjoyed sympathetic and understanding help from State insurance depart- 
ments that have granted the latitude necessary. Continuance of the practices 
that have been in effect will permit the United States to take the lead in aviation 
insurance as well as aviation while the enactment of proposed legislation will 
kill our free market and place it on a basis comparable to that which existed 
prior to the war in Berlin and Rome which is just another form of government 
subsidy. It appears to be a choice between the German-Italian system of gov- 
ernment control or the British plan of a free market. 
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14. Aviation is an essential means of international transportation that will 
increase in importance with the development of our plans for foreign trade. In- 
surance is also an essential part of foreign trade as insurance must be the con- 
stant companion of our airlines and vessels engaged in foreign trade. In recog- 
nition of the importance in foreign trade of aviation and marine insurance, the 
British Government is reported to have had the vision to classify their marine 
and aviation insurance underwriting organizations as essential war industries 
so that the personnel that it has taken years to train may be maintained to aid 
in postwar trade. Our Government has apparently not viewed the situation in 
the same light. Aviation underwriting requires a knowledge of all forms of in- 
surance, practical experience in aviation and then years of experience in avia- 
tion underwriting. Because of this special skill a large percentage of those that 
have helped to build or operate our aviation underwriting market are now in the 
service. It does not seem that, by injecting the Government into the business 
of aviation insurance at the expense of the taxpayers, destroying what has been 
built up during the past 15 years and alienating the good will of agents and 
brokers, we are on the road to making the United States a factor in postwar 
aviation insurance. 

15. The present aviation insurance market has, to a small extent, established 
& precedent for the reversal of the flow of reinsurance by importing rein- 
surance. The importation of a substantial volume of profitable reinsurance 
would increase spread and reduce costs for the benefit of our American aviation 
industry. American insurance has followed the worldwide operations of Pan 
American Airways System with but a few exceptions where nationalistic laws 
forbade it. In most cases permission was granted to follow our flag on a theory 
of reciprocity that seemed sound and fair to all. Proposed legislation may pre- 
vert or curtail the ability of our aviation underwriting market to follow our 
flag and make the substitution of foreign insurance necessary. 

16. (a) Due to the special problems inherent in insuring aviation risks, expe- 
rience has demonstrated that most aviation reinsurance must be handled on a 
participating or share-basis—excess of loss covers being useful only for certain 
special catastrophe risks: Under participating reinsurance the reinsurer in 
effect buys and assumes an agreed percentage of the business of the reinsured 
for a like percentage of the original gross premium charged the insured less such 
discounts as may be agreed and then the reinsurer shares in the profit or loss 
according to the fortunes of the reinsured. 

(b) A reinsurer accepts or declines business offered according to his confi- 
dence in the knowledge, experience, and reputation of the management of the 
company or group to be reinsured. Under treaty reinsurance he depends on 
the ability of the reinsured over a period of time to make a profit for him and he 
has nothing to say about the rates which the reinsured may charge, the policy 
conditions or the payment of claims—he merely pays his share of losses for his 
share of premiums without question. In aviation the reinsurer receives from 
his reinsured a summary account with no particulars of risks insured but show- 
ing so much in premiums earned less so much in losses paid or incurred. The 
reinsurer has in effect given the reinsured a blank check because he has con- 
fidence in him. 

(ec) The reinsured company or group must pay on 100 percent of the original 
gross premium the commission earned by agents and brokers, the premium tax 
to the State or States having jurisdiction in addition to providing a complete 
underwriting organization with highly skilled personnel equipped to make in- 
spections and surveys, handle claims, adjust and pay losses, etc. The reinsured, 
in effect, operates the organization and does all the work. The reinsurer, on the 
other hand, is expected to pay for the work performed on his behalf to the extent 
that he participates in the losses and the premiums and this is taken care of by 
a discount allowed the reinsured. 

(d) If you are going to give a concern a blank check to spend your money in 
any way that concern may decide, you will very likely pick that concern in 
which you have the greatest confidence as far as skill, honesty, and vision of 
the management are concerned. You will probably (if you have several to pick 
from) choose the one that has established the best reputation and you may agree 
to pay more for your share of the expenses to one than to another in which you 
have less confidence. Some reinsureds may have a small, cheap, and inefficient 
plant while others may have a large, skilled, nationwide organization which, 
while more expensive to operate, furnishes the reinsurer with a better guarantee 
that his investment will be well protected. Discounts allowed a reinsured by @ 
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; reinsurer are, therefore, the subject of negotiation between private interests in 
% which the experience, reputation and facilities made available are taken into 
r consideration. 
. 17. H. R. 1992 alters all accepted practices developed by private business. 
° Instead of private reinsurers it substitutes a bureau of the Federal Government. t 
s Instead of the reinsured making rates and the reinsurer automatically following, 
d rates will be made by a bureau of the Federal Government and the reinsured will 
" be obliged to conform thereto. 
- 18. The proposed bill contemplates that the Government will insure the avi- 
. ation risks assumed in whole or in part by any insurance company licensed 
t in any one of the States of the Union and further, that the Government will 
e allow such a company a discount not in excess of 5 percent for taxes and all 
8 other expenses. This, in effect, means that a small insurance company that 
D has had no experience in the aviation field whatsoever, in the hope of securing 
d other nonaviation business can assume a large aviation risk and reinsure 100 
ir percent of the liability with the Government. For this 100 percent reinsurance 
by the Government it will pay to the Government the original premium received 
d from the aircraft operator less 5 percent. The premium tax due the State hav- 
n- ing jurisdiction will take from 2% to 3 percent of this 5 percent allowed by 
2@ the Government leaving 2 percent for administrative purposes and nothing to 
n be paid to any agent or broker. The insurance company has nothing to lose 
n if the business is unprofitable as the loss will be absorbed by the taxpayers. 
v8 To say nothing of the other expenses incurred in operating a successful 
ry aviation underwriting organization, it will be readily observed that any com- 
ee mission paid to an agent or broker is controlled by the discount allowed by 
ur the reinsurer. 
19. At the present time the groups composing the American aviation in- 
e- surance market are competing with one another for business on the basis of 
a service, engineering knowledge, etc., from all of which aviation benefits. It 
in is obvious that aviation underwriting institutions such as the United States 
in has and should be justly proud of, cannot compete with inexperienced com- 
ed panies which could and will enter the field if the Government is to make rein- 
ch surance available on the basis contemplated. The aviation insurance market 
ss has contributed greatly over the period of years in loss prevention work and 
its help and advice have been appreciated by our aircraft industry. Under 
fi- the proposed plan there would be no incentive to carry on this work nor could 
he it be afforded. 
on 20. The taxes on aviation premiums are becoming an increasingly impor- 
he tant source of income to the States and-if the Government intends to establish 
cy a reinsurance bureau fixing all rates and all discounts, it would seem that 
ris there would be little justification for paying any taxes to the States because 
ym their supervisory functions over this class would have been usurped by the 
we Federal Government. If this Bureau is established, it will probably drive 
he private business out of the field when it will become necessary for the Gov- 
n- ernment to enter the direct writing of aviation risks. If this should happen, 
the Government certainly will not pay taxes to States and will probably not 
1al pay any commissions to agents and brokers. 
ax 21. If the Government establishes a reinsurance bureau it will be another 
ote form of subsidy to aviation. Competition from those reinsureds patronizing 
in- this Bureau combined with pressure from various Government agencies can 
ed, compel all reinsureds to patronize this Bureau. Such a move strikes at the 
the root of the American insurance business and constitutes complete and effective 
ant control by a Government bureau for both underwriting and agency functions. 
by 22. Under the proposed bill it would be a very simple matter for a large 
insured to purchase or organize a small insurance company, place all of his 
in aviation business in this company which in turn would cede 100 percent of the 
in liability to the Government. Neither the insured nor the company would be 
of concerned with the experience developed. 
ick 23. If the Government should enter the business it undoubtedly would be 
ree obliged to treat all reinsurers regardless of their experience or facilities on an 
ron identical basis. This would mean that insurance companies would be little 
ent more than “fronts” or filters for the Government and that the Government 
ch, bureau would be a complete monopoly over the class. 
tee 24. Most of those who constitute the present aviation insurance market have 
ya come out of the aircraft industry and have practical knowledge of the problems 


of aviation and now have years of experience in the practical problems of aviation 
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insurance underwriting. ‘They understand and are sympathetic toward the 
problems of.aviation and have been members of all constructive aviation organ- 
izations and sat in on their councils for the reason that their interests were 
identical in building American aviation which could only be accomplished through 
the reduction of accidents and increased confidence in aviation on the part of 
the public. Many of the provisions of our air regulations were the direct result 
of suggestions offered by the aviation underwriters through experience gained. 
Some of the regulations now in force were provisions incorporated in policies 
before such rules were adopted and enforced by the Government. 

25. In 1986, in cooperation with the heads of American-owned airlines, the 
aviation insurance market introduced Airsurance—a form of accident insurance 
to cover individuals and groups traveling as passengers on our scheduled air- 
lines. This was offered at what seemed to be such an incredibly low rate that 
the managers of the aviation. groups were subjected to severe criticism by life 
insurance companies and other insurance interests which felt the proposal was 
unsound and not yet justified. Insurance is considered to be a measure of the 
hazard and many airline executives have stated that the making available of 
this insurance by the pioneers of aviation underwriting did more to develop 
traffic and create confidence in airline travel than any other single contribution. 
The experiment worked satisfactorily and justified the undertaking. The results 
have justified the vision back of this experiment to the end that airline operators 
throughout the world have requested that the same facilities be made available 
to passengers traveling on their airlines. In the introduction of this Airsurance 
the greatest credit possible should be given to the American brokerage and 
agency system which cooperated 100 percent in bringing the availability of this 
protection at low rates to all of their clients that they could reach. Whether 
they bought insurance or not, it stimulated confidence in air travel. The real 
work on marketing Airsurance policies was done by agents and brokers at a 
commission of 10 percent on a very low premium which meant that they were 
not rewarded for the amount of effort expended. On the other hand, in order 
that the rate might be attractive the cost had to be kept low and it was hoped that 
in stimulating aviation through Airsurance those who worked on it would receive 
their rewards later on other classes of aviation insurance where the premium 
was more sizable. 

26. It is believed that (outside of ocean marine insurance) in aviation insur- 
ance a larger part of*the premium dollar paid by an insured is available for 
the payment of losses than in any other class of insurance. If the business of 
aviation insurance has been well operated there does not appear to be any 
justification at the present time for substituting a Government bureau for 
private business and certainly not until or unless those operating the present 
aviation insurance market feel that they are unable to cope with the situation 
and request the help of the Government or those conducting the aviation insur- 
ance market prove their inability to effectively deal with the situation. 


AIRLINE INSURANCE 
REPORT OF THE COMMITTEE ON THE COOPERATIVE PURCHASE OF INSURANCE 


(Submitted July 1, 1943, to the Airline Finance and Accounting Conference, 
a division of the Air Transport Association of America) 


SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


This report consists of the following 11 sections: 


Section Section title 
I. Historical Background. 
II. Objectives. 
IIL. Criticism of Existing Insurance Practice. 
IV. Conclusions Respecting the Airline Company Plan. 
VY. Conclusions Respecting the Braniff Plan. 
VI. Conclusions Respecting the Scarritt Plan. 
VII. General Comments Regarding Mutualization of Insurance. 
VIII. A Proposal for Creating Optional Purchase Pools. 
IX. Hull and Compensation Insurance. 
X. H. R. 1992. 
XI. Recommendations to the Industry. 
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The principal conclusions reached by the committee are as follows: 
1. To achieve the general objective of the industry to purchase better insur- 
ance coverage at a lower. cost, the industry should direct its efforts toward ae- 
complishment of the following specific objectives : 

(a) Improve and modernize insurance coverage and contracts. 

(b) Broaden the air transport insurance market. 

(c) Create a new insurance purchase plan which will permit constructive 
competitive bidding and will include a cost-plus or retrospective feature 
and a plan for the sharing of abnormal profits. 

(d@) Insist on disclosure of underwriting results. 

(e) Effect a reduction in the expenses charged against the underwriting 
of airline insurance. 

(f) Make possible the freedom of choice to an airline between “pooling” 
and “individual” purchase of insurance. 

(g) Improve standard classifications for airline insurance other than 
aircraft coverages. 

2. The desired results can be obtained by appointment of a new active Insur- 
ance Committee of the Airline Finance and Accounting Conference or reacti- 
vation of the existing Insurance Committee and the issuance to that Committee 
of directions consistent with the recommendations contained in this report. 

3. The industry should not establish its own insurance companies and it 
should not endorse or favor any insurance arrangements which would result in 
destruction or material impairment of the existing insurance markets unless 
the industry fails in a conscientious effort to accomplish the objectives enumer- 
ated above through making its requirements known to the existing markets and 
potential markets and cooperating with such markets in a manner most likely 
to.assure achievement of the general objective of the industry. 

4. No further study need be given to the proposed airline company plan until 
the existing insurance markets have been given a reasonable opportunity to 
meet the requirements of the industry, as set forth herein—for the first time; 
nor to the proposed Braniff plan as a pooling arrangement for the entire indus- 
try. The latter plan, however, should be improved as recommended herein 
and developed as an important additional source of aviation insurance. 

5. The mutual insurance companies should be encouraged to enter the airline 
insurance market by direct underwriting. 

6. The Scarritt plan constitutes a desirable addition to the present insurance 
purchase plans available to the industry and when medified in accordance with 
the recommendations of this committee, should be acceptable to those airlines 
that desire to purchase insurance from the Associated Aviation Underwriters. 

7. The benefits of lower premiums and more desirable purchase plans which 
are now available only to the larger airlines can be made available to the 
smaller lines if they will pool their third party liability insurance premiums 
and experience. 

8. There is no need for legislation which authorizes the Government to rein- 
sure commercial aircraft and air cargoes against perils of the air, but a rea- 
sonably probable future need exists for legislation which will permit the United 
States Government to insure commercial aircraft and air cargoes against the 
perils of war. 

The committee makes the following specific recommendations to be carried 
out by the Insurance Committee of the Airline Finance and Accounting Con- 
ference: 

1. The insurance committee should meet with responsible representatives of 
the existing insurance markets and work out a standard form of third-party 
liability insurance policy and substantially standard forms of endorsements for 
special coverages. 

2. The insurance committee should aid one or more groups of smaller airlines 
to form an insurance purchase pool and facilitate attempts by representatives 
of the ptirchase pool to obtain bids from markets now writing airline insurance 
and responsible markets not now writing airline insurance. 

8. The insurance committee should discuss with existing and prospective 
underwriting groups the development of improved insurance purchase plans 
which will make available to the industry some of the benefits of mutualization 
of insurance without imposing on the industry all of the advantages of complete 
mutualization. 

4. The insurance committee, through conference with representatives of the 
existing airline underwriting groups, should develop a form of statement of 
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expenses and underwriting results to be submitted annually to airline insureds 
in such form that each insured may determine to its own satisfaction whether 
its insurance costs are reasonably consistent with those of a group of airlines 
comparable to it in size. 

5. The insurance committee should work with representatives of the airline 
underwriting groups in the preparation of a program for the establishment and 
operation by the underwriting groups of an engineering and loss prevention 
service designed to meet the requirements of the airlines. 

6. The insurance committee should work direct with the National Bureau of 
Casualty and Surety Underwriters and the National Board of Fire Underwriters 
to accomplish the objective of having special classifications published for airline 
automotive equipment, manual rates revised for workmen’s compensation in- 
surance, and special rates established for fire and extended coverage insurance 
on airline hangars and other buildings located on airports. 

7. The insurance committee should work with the legislative committee in 
connection with presentation to Congress of the position of the industry respect- 
ing provision by the Government of war damage insurance for aircraft and air 
cargoes. 

8. The insurance committee should arrange to act as a clearinghouse for all 
suggestions originated by any airline for improved coverage or clarification of 
terms of policies and endorsements. 

The material contained in the following pages of this report is submitted in 
elaboration and support of the foregoing summarized conclusions and recom- 
mendations. This report does not attempt to describe in detail the plans of 
insurance purchase known as the airline company plan and the Braniff plan. 
Reference is made to the report. of the Air Transport Association of America 
issued March 27, 1943, for a more complete description of such plans. This 
report is not intended to cover the problems concerned with insurance written 
under the War Department rating plan. 


I. HISTORICAL BACKGROUND 


Approximately 3 years ago Mr. T. E. Braniff, in his capacity as president of 
Braniff & Co., insurance brokers, proposed to the Air Transport Association of 
America and several of its members that the air transport industry purchase 
its third-party liability insurance, workmen’s compensation insurance, and 
hull insurance on a group basis. Some of the members of the ATA were inter- 
ested in Mr. Braniff’s proposal and he therefore worked out arrangements with 
a group of casualty and fire insurance companies for a profit-sharing plan of 
insurance purchase which he later submitted to the directors of the ATA. In 
October 1940 the directors of the ATA appointed a committee of representa- 
tives of several airlines to study Mr. Braniff’s proposal, which commitiee was 
designated the “committee on the cooperative purchase of insurance” (herein- 
after called the committee). 

The directors of the ATA charged the committee with the duty of investigat- 
ing the Braniff plan and reporting back to the directors as to its merit and 
practicability. The committee held a number of meetings at some of which 
Mr. Braniff explained the proposed plan in detail and representatives of the 
United States Aviation Underwriters and Associated Aviation Underwriters, 
the two existing underwriting groups, explained the advantages of continued 
purchase of insurance from their groups. During the course of the committee’s 
deliberations it became apparent that a comparison of coverages and rates in 
force with respect to the various airlines would be desirable. The committee 
requested each member of the ATA to submit its third-party liability and hull 
insurance policies for comparison. Most members did so but many of the 
members were unwilling to disclose either their premium rates or the various 
bases on which their premiums were determined. 

Subsequent to the undertaking of the study by the committee, the Airline 
Finance and Accounting Conference was formed as a division of the Air Trans- 
port Association. The committee on the cooperative purchase of insurance was 
then made a committee of the Airline Finance and Accounting Conference. On 
April 3, 1942, the committee made a report to the conference which contained 
the following recommendation : 

“Although the committee has had some good meetings and accumulated con- 
siderable general information, they have not been able to make any specific 
proposals for changes in underwriting practices nor to arrive at underwriting 
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standards of cost, necessary reserves, and other important related factors. It 
seemed to the chairman that the amount of study and the volume of audit and 
clerical work required to understand the current position of the underwriters 
and to lay out a program for the future could not be done by a part-time com- 
mittee but that, on the contrary, such study and audit would require the full- 
time services of an expert in this field, and whose work would be directed by 
the committee. On September 9, 1941, the chairman wrote all airline presidents, 
expressing this opinion and asking for their agreement to contribute to the 
expense of a study made in this way. Only five companies have indicated their 
willingness to do this. It is our opinion that the work of the committee cannot 
be carried further without a procedure similar to this.” 

Upon receiving this report the conference transmitted it to Colonel Gorrell and 
strongly urged employment of a technical adviser to the committee. In July 
1942, at the direction of the directors of the Air Transport Association, Colonel 
Gorrell discharged the committee from its responsibilities and retained the firm 
of Covington, Burling, Rublee, Acheson & Shorb, general counsel to the ATA, and 
the firm of Wolf, Corcoran & Linder, actuaries, to continue the study of the 
Braniff plan, to study the existing insurance markets and to prepare an analyti- 
eal report to be used by the air transport industry in determining whether the 
existing insurance market and insurance coverages available were adequate to 
meet and best serve the requirements of the airlines. The cost of the study to 
be prepared by the staff and consultants of the ATA was to be defrayed by an 
appropriation of $5,000 voted by the directors of the ATA. 

Upon receiving the report from the staff and consultants, Colonel Gorrell 
incorporated it in the black book which he distributed to presidents, treasurers, 
and attorneys of the ATA in April 1943. At the same time, Colonel Gorrell 
requested the committee to review the proposals and recommendations contained 
in the black book and report the opinion of the committee with respect thereto. 
The members of the committee reviewed the material in the black book and met 
in New York on two oceasions during May 19438 for the purpose of questioning 
sponsors of the Braniff plan and sponsors of the airline company plan. 

As will be discussed more fully in subsequent sections of this report, the blaek 
booked contained among other things (a) a bill of complaint against the existing 
insurance groups, ()) a description of two proposed pool purchase plans, one of 
which, the airline company plan, was offered by a group of mutual casualty and 
fire insurance companies, and the other of which was sponsored by Mr. Sraniff 
and was to be offered by a group of stock casualty and fire insurance companies, 
(c) the recommendation of the ATA staff that the industry appoint a committee 
to work out the details of placing the airline company plan in effect, and (d) the 
further recommendation that the Legislative Committee of the ATA urge the 
enactment of legislation which would permit the Federal Government to re- 
insure air transport insurance. 

Two weeks prior to the May 22 meeting of the committee, associated Aviation 
Underwriters offered to the airlines insured by it a profit-sharing plan under 
which a portion of the “profits” derived by the associated group from airline 
insurance would be pooled and distributed to the insureds at the end of each 
consecutive 3-year-period in proportion to the amount which each insured had 
contributed to the profit. The committee, after questioning the sponsors of the 
Braniff plan and the airline company plan, discussed both plans at length and 
considered to the extent of the information then available the profit-sharing 
endorsement plan offered by Associated Aviation Underwriters. The committee 
then appointed a subcommittee to prepare a report containing the opinions and 
recommendations of the committee respecting the three plans then before it and 
its comments respecting the entire insurance problem confronting the airlines. 
The committee also adopted the following resolution : 

“It is the opinion of the committee that with important modifications both 
the Braniff plan and, more particularly, the airline company plan are distinct 
improvements over the arrangements previously available to the airlines, but 
the committee cannot recommend as to adoption of either until a study is made 
of the profit-sharing plan recently announced by the Associated Aviation Under- 
writers.” 

One negative vote was cast on the adoption of the resolution but that vote 
was explained as being cast merely because the voter felt that of the two 
plans formally presented to the committee the Braniff plan rather than the 
airline company plan would be more suitable for adoption by the airlines. It 
was contemplated by the committee that the subcommittee consisting of Messrs. 
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P. M. Willcox, chairman, Kirk Rulison, and Robert S. Swain would enlist the 
assistance on technical matters of the insurance brokers of their respective 
companies and would meet on or about June 15 and remain in continuous 
session until the subcommittee was satisfied that it had thoroughly explored 
the various proposals and prepared a report which would reflect the views of 
the committee with respect to the entire third-party liability and hull insur- 
ance question. 


The subcommittee was charged with the responsibility of submitting its 
report to the committee not later than July 1, 1943. 


The following sections of this report constitute the conclusions and recom- 
mendations of the committee. 


Il. OBJECTIVES 


A study of material submitted to and obtained by the committee and a 
review of previous actions by and presentations to the individual airlines and 
the directors of the ATA indicated to the committee that it should make its 
study and prepare its report with one principal objective in mind: Determine 
the means by which the industry can obtain better insurance coverage at lower 
cost. This principal objective can be divided into the following subordinate 
objectives, each of which will be discussed individually : 

Improve and modernize insurance coverage and contracts. 

Broaden the air transport insurance market. 

Create a new insurance purchase plan. 

Insist on disclosure of underwriting results. 

Effect a reduction in the expenses charged against the underwriting of 
airline insurance. 

Make possible the freedom of choice to an airline between “pooling” and 
“individual” purchase of insurance. 

Improve standard classifications for airline insurance other than air- 
craft coverages. 


1. Improve and modernize insurance coverage and contracts 


The committee concluded that a comparison of rates and purchase plans for 
liability insurance was difficult, if not impossible, unless it could be determined 
that the coverage being purchased was substantially identical. The committee 
believes that too little attention has been devoted by the airlines and their brokers 
to modernization of forms of air transport liability insurance and that the start- 
ing point for any program to improve the insurance arrangements of the airlines 
should be the adoption of modernized and basically standard policy forms. Such 
policy forms should be designed to cover all normal third-party liability risks of 
air transportation and should be standard with respect to the various insurance 
groups and the various airlines. Standard endorsements to cover “special fea- 
tures” should also be designed. The standard forms of policies and endorsements 
should be so written as to eliminate existing ambiguities and to cover border- 
line occurrences. They should be sufficiently broad in their language to eliminate 
all doubt as to whether all expected normal risks of air transport operation are 
covered in the basic policies and to make certain that the special matters sought 
to be covered by endorsement are in fact adequately covered. 


2. Broaden the air transport insurance market 


The committee believes that the second and equally important objective must 
be to broaden the existing insurance market so that insurance companies or 
groups of insurance companies not now represented in the two existing groups 
may insure airlines. It is recognized that the adoption of standard policy forms 
and standard endorsements will aid in the accomplishment of this objective 
since it will permit insurance companies or groups other than the two existing 
groups to bid on airline insurance with some assurance to the airline receiving 
the bids that the policy being offered by the bidder is the equivalent of the policy 
presently held by the insured. 


8. Create a new insurance purchase plan 


The committee concluded that the airline industry should develop and insist 
on the adoption by the insurance markets of a purchase plan having the following 
elements : 

(a) The purchase plan should be so constructed as to encourage construc- 
tive competitive bidding. 

(b) The plan should involve a cost-plus or retrospective feature of such 
nature that it would be available to all airlines regardless of their size. 
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(c) There should be superimposed on the retrospective purchase plan or 
on the fixed rate plan of those who do not avail themselves of the retrospec- 
tive plan a formula for sharing of abnormal profits yielded to the insurers 


through the continuation over a period of years of an experience more favor- 
able than expected. 


4. Insist on disclosure of underwriting results 


Another of the committee’s objectives is the establishment of a plan under 
which the underwriters will disclose to the airlines any information regarding 
underwriting results which the airlines believe is essential to their use as in- 
surance buyers. The committee finds a difference of opinion among members of 
the industry as to whether or not such informativn should be available so that 
each individual airline’s results would be disclosed to all and, therefore, believes 
that the best practical plan to accomplish this objective is to require the under- 
writers to disclose to all insureds complete underwriting results by types of 
coverage and by groups of airlines classified as to size. The underwriters would 
also be required to furnish each airline a complete statement of its own under- 
writing experience. 

If any airlines wish to individually exchange more detailed information, this 
could be accompiished directly between the interested airlines, or through the 
insurance conumittee acting as a clearinghouse. 


5. Effect a reduction in the expenses charged against the underwriting of airline 
insurance 


The committee concluded that the premium volume now developed by the air 
transport industry is of such magnitude and is contributed by such a small 
group of insureds that the proportion of gross premium absorbed by under- 
writing expenses warrants careful investigation. Such investigation is particu- 
larly pertinent in view of the anticipated rapid growth of airline business in 
the next few years. Investigation thus far by the committee and the consultants 
employed by the association has not disclosed whether insurance underwriters 
are fixing their overhead charges at a rate consistent with the low acquisition, 


accounting, and service costs actually incurred in connection with airline in- 
surance. 


6. Make possible the freedom of choice to airlines between “pooling” and “in- 
dividual” purchase of insurance 


An additional objective that should be sought by the industry is the provision 
of a means by which the airlines can continue to buy insurance on an individual 
basis or on a pool basis as may best suit their interests. It is definitely true that 
the advantages of partial or complete mutualization may offset its disadvantages 
so far as some airlines are concerned. Although the committee believes that 
complete mutualization should not be necessary and might imvolve great difficul- 
ties, some means should be designed by which the advantages of mutualization 
can be made available to those airlines for which it will provide advantages 
outweighing the disadvantages. 


7. Improve standard classifications for airline insurance other than aircraft 
coverages 

The air transport industry is so young that State regulatory agencies and 
rating bodies have not yet formulated adequate and consistent classifications 
for airline risks such as automobile liability and property damage insurance, 
workmen’s compensation insurance for ground employees and pilots, and fire 
and extended coverage insurance on hangars and other buildings at airports. 

A special classification for airline automotive equipment is desirable because 
a large proportion of such equipment is not used on public highways. It is 
apparent that the National Bureau of Casualty and Surety Underwriters should 
be requested to accumulate experience on all airline automotive operation and 
establish a manual classification which it is believed could be even lower than 
the particularly low rate now applied to automotive equipment operated on 
docks and terminals. 

The manual rates applicable to workmen’s compensation insurance in various 
States and mandatory in a number of States do not contemplate airline experi- 
ence alone but are built up from the experience in all types of aviation. The 
National Bureau of Casualty and Surety Underwriters should assemble the 


experience on airline risks and promulgate rates which are consistent with such 
experience. 
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Difficulties experienced by many airlines in obtaining reasonable fire insur- 
ance rates for hangars and other buildings located on airports could probably 
be minimized if the industry would make a proper presentation to the National 
Board of Fire Underwriters. In some rating jurisdictions the rate structure 
has not been revised since prior to the advent of the all-metal plane, and also 
no distinction is made between airline operation and private operation of hang- 
ars and airport buildings. 


Ill. CRITICISM OF EXISTING INSURANCE PRACTICE 


The report distributed by the ATA was prepared after a review by the staff 
and consultants of the ATA of — 
(a) The operation of existing insurance markets; 
(b) The situation respecting self insurance; 
(c) New proposals submitted for handling air transport insurance; and 
(d) Proposed Government entry into the reinsurance field. 

The report contains numerous criticisms of the existing insurance markets 
which criticisms and the comment of the committee respecting them can be sum- 
marized as follows: 

1. Profits 

The ATA report states that the profits earned by the 2 insurance groups 
during the past 5 years have been excessive. The table published in the report 
indicates a loss ratio of 43.56 percent for the combined experience of hull and 
third-party liability insurance during the 5 years ended with 1941. Assuming 
a reasonable expense ratio of 20 to 25 percent of net premiums, it is contended 
that the insurance group profits during the 5-year period must have been between 
$2,800,000 and $3,300,00 on a premium volume of $9,200,000. 

Comment.—It is agreed by the committee that the profits during the last few 
years have been excessive. The insurance underwriting groups have been too 
careful to see that the aggregate premiums collected provided substantial 
reserves for the potential catastrophe hazard. In the opinion of the committee, 
the underwriters have been reluctant to offer, or to accept when proposed by 
airlines, either cost-plus plans or profit-sharing plans which would provide 
for a return to the airlines of excessive premiums developed as a result of peri- 
ods of unusually good experience. 

The committee believes that the airlines have been at fault to some extent 
because as an industry they have not devoted the attention to their insur- 
ance purchases which is warranted by the size of the expenditure. 

Some airlines are willing to compare underwriting results and premium rates 
or bases of payment, but others believe that they secure a competitive advant- 
age by preserving the secrecy of the rates which they have negotiated indi- 
viduallty. (It is recognized that failure to exchange such information may be 
beneficial to insurance brokers who are not confident that they have secured 
for their clients coverages and/or rates as good as those secured by brokers for 
other airlines. ) 

The airlines also have not heretofore undertaken the work necessary to 
develop standard forms of coverage and uniform insurance plans which might 
be insisted upon with the underwriting groups. 


2. Determination of premium rates 


Premium rates have been a matter of confidential individual negotiation 
between each airline and its insurer and no airline knows whether the factors 
used in determining its rate were likewise used in determining the rate of 
another airline. The ATA report contends that when the insurer applies a 
formula which is so flexible and subject to so many elements of judgment and 
trading, an airline has little hope of receiving a fair and nondiscriminatory 
rate. 

Comment.—The purchase of insurance on an equitable basis would be con- 
siderably easier if all rates were disclosed publicly and if there were a scientific 
or actuarial method of appraising risks. The appraisal of risks cannot be 
aceor plished by actuarial methods alone and therefore the committee has con- 
cluded that little if any benefit would accrue to the airlines at this time simply 
through disclosure to all airlines of rates charged to individual airlines. The 
insurance groups are to be criticized, however, for not having disclosed to the 
insureds such information with respect to underwriting experience by types 
of insurance and classes of insureds as would have permitted the individual 








=~ ee o.!hCUDD 










THE INSURANCE INDUSTRY 747 


airlines to have determined whether their insurance costs were materially out 
of line with similar costs of their competitors, The airlines have also been 
delinquent in not demanding such data. 


8. Disclosure of information to foreign insurers 


The ATA report states that foreign insurance companies must obtain informa- 
tion concerning the airlines whose risks they assume before they will under- 
write such risks. It contends that information thus obtained might prove 
harmful to the competitive position of American-owned airlines and that dis- 
criminatory rates might be imposed on American-owned airlines for the advan- 
tage of foreign-owned lines. The report states that it is likely that the Amer- 
ican reinsurance market is not used to the fullest extent possible before placing 
reinsurance with foreign companies and that such a situation if it exists is of 
political importance since some of the insurance money expended by airlines 
is derived from compensation for transporting United States mail. 

Comment.—Information presented to the committee by brokers experienced 
in the reinsurance market indicates that airline reinsurance is arranged on 
either a “quota-share-treaty basis” or on the basis of ‘‘excess-of-loss coverage.” 
Under neither of such arrangements is it necessary for the primary insurer to 
furnish information to the reinsurer with respect to the reinsured risk and in 
fact no information with respect to reinsured risks is furnished by insurers to 
reinsurers except in the case of special or unusual coverages not ordinarily 
written by the insurer. The committee concluded that there was no basis for 
criticism of the practice of insurers to reinsure domestic airline risks in for- 
eign insurance markets. The domestic insurers should be free to place re- 
insurance at the lowest possible cost consistent with security and it is well 
recognized that the London market has been the principal world market for 
reinsurance for many years. A requirement that airlines be confined to the 
domestic reinsurance market, regardless of cost, seems definitely undesirable. 
4. Available policy forms 

The existing underwriting groups have conspicuousiy failed to work out 
modern, uniform airline policy forms. 

Comment.—This criticism is important and well founded. The many changes 
in air transport practices and the insurance requirements of the airlines should 
have been accompanied by an aggressive attempt by, the insurers to provide 
uniform policy contracts incorporating the most advanced thought of the 
insurance industry in general as well as special provisions necessitated by the 
peculiar nature of air transport risks. 


5. Lack of cooperation with Air Transport Association 

One of the insurance underwriting groups declined to cooperate with the ATA 
in its study by furnishing overall experience figures, and neither group submitted 
a plan for insurance coverage and purchase which would tend to eliminate the 
criticism that costs were too high and premium rates charged to various airlines 
bore insufficient relation to each other. 

Comment.—The attitude of the insurance groups was shortsighted and ex- 
tremely unwise. The groups may have had adequate reasons for refusing to 
offer competitive insurance plans particularly in view of their feeling that such 
plans would merely be used to aid newcomers in the air transport insurance field 
to design even more attractive plans. Looking at the matter in retrospect, how- 
ever, it is believed that the existing insurance groups overlooked an opportunity 
to perform a constructive service for the airline industry. Recognizing the desire 
of the airlines for a plan of insurance purchase which would assume them of rea- 
sonable costs, the underwriting groups could have aided the airline industry by 
presenting standard forms of policy coverage and suggested plans of purchase 
which would lend themselves to constructive competitive bidding on an equitable 
basis. 

6. Brokerage requirements 


The existing underwriting groups require that insurance be sold through 
brokers or at least that a broker of record be named with respect to each purchase 
of insurance. 

Comment.—The brokerage system has been in effect for many years with 
respect to all insurance sold by stock companies not only to companies engaged 
in aviation but to companies engaged in manufacturing, distribution, and trans- 
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portation. Except with respect to workmen’s compensation insurance written 
in some States brokerage commissions are not uniform even in the airline in- 
dustry as implied by the ATA report. The committee believes that there is suffi- 
cient desire for additional business on the part of a large number of brokerage 
concerns so that any airline which desires to obtain the services of a competent 
broker may do so at a commission commensurate with the services performed by 
the broker for the insured. The committee is also informed that airlines which 
in the past have desired to do so have been able to pay a broker a nominal fee 
as a broker of record and to provide through their own employees the services 
which other insureds customarily expect to be furnished by a broker. It there- 
fore seems to be a matter within the managerial discretion of an airline insured 
whether it will pay a substantial commission to a broker and avail itself of the 
valuable services offered by the broker, or whether it will negotiate a reduced 
commission rate for a limited amount of service, or avail itself of no services 
of the broker and merely pay a nominal fee. 


7. Engineering service 


Although not emphasized in the ATA report the two aviation insurance groups 
and their participating insurance companies have performed little or no safety 
and engineering service for their airline insureds. Many of the stock insurance 
companies, and to a greater extent the mutual insurance companies, provide 
valuable service to their insureds through inspections, reports and studies of 
safety practices. The lack of such service to air transport companies has been 
fonspicuous. 

Comment.—It could be argued that the air transport companies are better 
equipped to perform such services for themselves than are the insurance com- 
panies and therefore would rather pay lower premiums and forego the engineer- 
ing and safety service which might be furnished by the insurance companies 
and charged to premiums derived from the airlines. The committee believes that 
airline insurers can and should perform an engineering and safety service for 
the airlines although such service might in part duplicate the activities of the 
individual airlines, the Air Transport Association and the Safety Division of the 
Civil Aeronautics Board. It is possible that the value to the airlines of any such 
service might be exceeded by the cost to the airlines of having such service per- 
formed by the insurance companies, but such a program should at least be devel- 
oped and presented to the industry for determination of whether it should be 
operated for a period of a few years to ascertain its utility to the airline industry. 


8. Limitation of market 


Although not specifically charged in the ATA report there has long been con- 
versation in the industry to the effect that neither one of the markets has been 
sufficiently aggressive in competing for the insurance business written through 
the other market. 

Comment.—There is no active competition between the groups, but an airline 
is not restricted to a single market for its insurance. Several of the airlines 
have been insured at various times by each of the two existing groups. Each of 
the two groups has placed in effect different forms of cost-plus or profit-sharing 
purchase plans with respect to insurance written by it for the principal airlines. 
it has been demonstrated on at least two occasions that a third market is 
available and that such market is willing to underwrite airline insurance for any 
airline having a substantial premium volume. In any event, the committee be- 
lieves that the existence of two strong aviation insurance markets is more desir- 
able from an airline standpoint than the existence of a single market. Even if 
lack of competition between the two markets does exist, it is believed that the 
harmful effect of such a situation can be eliminated without the serious conse- 
quences of reducing the market to one underwriting group. The committee be- 
lieves that it is more desirable for the industry to pay temporarily a slightly 
higher price for its insurance than might be immediately necessary if all insur- 
ance were underwritten by a single market if the result of the slightly higher 
cost is the preservation over a long-range period of two or more strong markets. 


IV. CONCLUSIONS RESPECTING THE AIRLINE COMPANY PLAN 


1. Brief description of the plan 


The airline company plan contemplates the creation of two stock insurance 
companies. One of these companies would write the various lines of casualty 
insurance and the other would write fire and other similar insurance coverage. 
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‘These companies would be set up with capital and surplus aggregating $3 mil- 
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lion which would permit them to be licensed in the various States. 

The group of mutual insurance companies sponsoring the plan proposes to 
put up $1,800,000 of ‘the initial capital and surplus. The airlines would put up 
the remaining $1,200,000. 

The airline insurance companies would issue preferred and common stock. 
The preferred stock would be 5-percent cumulative voting stock, callable with a 
bonus of 10 percent at the expiration of 15 years. All of such stock would be 
subscribed to and held by the sponsoring mutual insurance companies. The 
common stock would be issued to the airlines. Representation on the board of 
directors of each airline insurance company would be in proportion to invest- 
ment made; 60 percent from the sponsoring insurance companies and 40 per- 
cent from the airlines. Except for reimbursement of expenses chargeable by the 
sponsoring insurance companies to the airline insurance companies, the only re- 
turn to the sponsoring insurance companies would be an investment return con- 
sisting of 5 percent on their preferred stock and the income from investment of 
the current premium funds and reserve funds. All underwriting profits and the 
income from investment of reserve funds retained by the airline insurance com- 
panies would be available for payment directly or indirectly to the airlines or 
for the creation of reserves to be held by the airline insurance companies. 

The airline insurance companies would issue a uniform type of policy worked 
out in cooperation with the airlines for whatever type of risk is being under- 
written. Risks assumed by the’ airline insurance companies would be reinsured 
by the sponsoring insurance companies which in turn would reinsure a portion 
of the risks assumed. 

There is no provision in the plan for an assessment in the event of loss, but 
it is assumed by the sponsors that, with experience as good as it has been in 
the past, a catastrophe reserve can be established. The ATA report states that, 
in the event heavy losses occur before this could take place, such losses would be 
met jointly by the airlines and the sponsoring insurance companies. It is not 
clear how this would be accomplished. 

The airline insurance companies would not be required to maintain a large 
staff since such technical insurance personnel as would be required would be fur- 
nished by the insurance companies. All insurance service such as claim and legal 
services, loss prevention services, engineering inspection, etc., would be per- 
formed at cost by the sponsoring insurance companies. It has been estimated 
that the cost of performing all services and meeting taxes, other than income 
and excess profits taxes, would amount to approximately 20 percent of premiums 
earned. 

The plan contemplates a continuous operation and has no time limitation. 


2. Advantages of the airline company plan 


The following advantages can be recited in comparing the airline company plan 
with the existing insurance arrangements available to the airlines: 

Under the airline company plan airlines have reasonable assurance that stand- 
ard modernized policy forms will be available. 

Inherent in any industry pooling of insurance is the advantage that all members 
of the industry, regardless of size, will receive equal treatment and proportionate 
benefits. 

Through the complete pooling of all risks and reserve funds, all participants 
in the airline company plan will be assured that insurance they purchase will be 
provided at substantially the pure cost of such insurance (except for dividends 
on capital furnished by others). 

Airlines insured under the airline company plan would have full information 
as to aggregate premiums, losses and expense of the airline insurance companies. 

The airline industry through its representation on the board of directors of the 
airline insurance companies would have complete knowledge as to that portion of 
the expenses represented by costs of operating the airline insurance companies 
and would have some control over the expenses charged to the airline insurance 
companies by the sponsoring insurance companies. 

The airline insurance companies would provide a continuing satisfactory 
medium for meeting the changing insurance requirements of the industry. 

Under the airline company plan the need of the airlines for services of brokers 
would be eliminated, but an airline official or special insurance counsel retained 
for the purpose would be required to devote considerable time to the insurance 
problems of each airline. 
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3. Disadvantages of airline company plan 

The principal disadvantages of the airline company plan as compared with 
insurance arrangements now available to the airlines are as follows: 

This plan requires the airlines to go into the insurance business and to make a 
substantial investment in that business. 

The plan if completely successful would remove all opportunities for competi- 
tion and create a monopoly. 

Since the airline insurance companies could carry only a small amount of each 
risk, and the sponsoring mutual insurance companies would retain only a part of 
the reinsurance, the placing of secondary reinsurance and the cost thereof would 
be outside of the control of the airlines and less subject to favorable competitive 
influence than under existing arrangements. Although the cost of secondary 
reinsurance might be expected to fluctuate over the years, there is no commitment 
with regard to the cost of such reinsurance, even at the outset. 

Necessity for establishing reserves against catastrophe losses might absorb a 
substantial portion of profits. 

Airlines would not have “guaranteed cost” insurance. In the event of impair- 
ment of capital and surplus of either insurance company resulting from unfavor- 
able experience, particularly if this occurred at the outset before reserves had 
been established, the airlines would have to subscribe additional capital or allow 
the company to fail. Should the airline casualty company be permitted to fail, 
each airline would have to assume (in most States) the failed insurance com- 
pany’s obligation for the outstanding workmen’s compensation liability to the 
airline’s employees. Unsettled passenger and public liability claims arising from 
accidents occurring while the airline casualty company was alive would also 
ereate a burden. 

Profits in the initial years would be reduced by substantial organization ex- 
pense as well as the cost of qualifying in various States and fees for qualification. 

The difficulty of obtaining agreement by 16 competing airlines of varying size, 
policies, and interests in respect to the organization, contribution of the original 
and added capital, determination of operating policies, method of distribution of 
profits and other problems of the airline insurance company constitutes a very 
serious disadvantage to this plan. This disadvantage would become more impor- 
tant as many of these problems become increasingly intricate as the insurance 
requirements and the relative size of each company changes. 

Unless control of the board of directors by the mutual companies were exer- 
cised, there would be controversy arising between the airlines as to the policies 
to be pursued, such as, for example, the initial rates to be paid by each airline for 
its insurance. Airlines now obtaining their insurance at rates less than rates 
deemed equitable by the directors of the new company would not relish a policy 
which commenced by increasing their payments, Airlines which believe they are 
now paying rates which are too high would not welcome a policy which com- 
menced by keeping the present rates in force. 

It is not clear whether under the airline company plan it is expected that the 
limits of insurance for each type of coverage will be identical for each insured. 
If so, this removes from the airlines the power to exercise managerial discretion 
as to the amount of insurance which should be carried in consideration of the 
character of operations conducted by the particular airline. The airline which 
desires to maintain lower limits than those standardized under the airline 
company plan will be unable to do so. The airline which desires to maintain 
higher limits will be required to purchase excess coverage in an extremely limited 
market. If the airline company plan is operated to permit variations of limits 
of coverage between airlines, it imposes on the airline desiring to carry lower 


limits the obligation of participating in the cost of insuring the airline carrying 
higber limits. 


4. Recommendations for improvement in the airline company plan 


The committee believes that the general principles of the airline company plan 
have been carefully worked out and that it represents a sincere effort to ac- 
complish many of the objectives that the committee believes are desirable. 
Certain objections to complete mutualization of air transport insurance are 
inherent in a plan of this kind and no recommendations can be made for curing 
such objections without eliminating the advantages of mutualization. The 
committee feels, moreover, that, if the plan is later considered, it will have to be 
expanded to include explanation of the following undetermined features: 

The plan should include a suggested method for initial distribution of stock 
to the airlines and redistribution of stock as the changing size of the participating 
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airlines warranted a changing interest in the airline insurance companies. The 
plan should also include a suggested method of nomination and election of 
directors to represent the 40-percent airline interest. 

The plan should include a general statement of the policy which will be fol- 
lowed with respect to application of profits to the reduction of premiums or 
in the alternative to the payment of dividends. There should be some initial 
determination on this question rather than to permit the matter to be determined 
entirely within the discretion of the insurance companies at a future date through 
exercise of their 60-percent control of the board of directors. 

The plan should include an estimate of the costs of organization and qualifi- 
cation in the various States and should include a forecast of personal require- 
ments and operating expenses during at least the first 3 years. There should be 
included in the plan data respecting the probable reserve requirements in order 
that the participating airlines may have some indication as to how long a period 
will elapse before under normal anticipated operations premiums may be re- 
duced or dividends paid. 

A definite procedure for distribution among the airline stockholders and the 
insurance company stockholders of any assessment required to restore impaired 
capital of the airline insurance companies should be included in the initial plan. 

The plan should include reasonable assurance that reinsurance arrangements 
for the maximum limits desired by the airlines can be obtained and reasonably 
accurate estimates as to the cost of such reinsurance. The plan as now drawn 
estimates the capacity of the known available casualty reinsurance pool as 
$500,000 and the fire reinsurance pool as $250,000. These limits are, of course, 
inadequate to cover all risks of the industry. 

Provision should be made in the plan for disclosure to the airline insurance 
companies for the benefit of the participating airlines of the underwriting ex- 
perience of the sponsoring mutual insurance companies with respect to airline 
risks. 

The plan should provide for a limitation measured by a percentage of earned 
premiums on the expenses charged against premiums by the sponosoring mutual 
insurance companies and provision should be made for the automatic reduction 
of such percentage factor reasonably proportionate to any reduction in the ratio 
of direct expenses to premiums or reasonably inversely proportionate to any in- 
crease in total premiums. 


5. Opinion of the committee 


The committee believes that certain features of any complete mutualization of 
insurance by this industry are sufficiently objectionable so that the adoption of 
the airline company plan would be undesirable. It believes, however, that adop- 
tion of the airline company plan if expanded to include a satisfactory solution 
of the questionable features mentioned in subsection 4 would be preferable to 
the continuation by the airlines of their present insurance arrangements under 
conditions now prevailing. As discussed in a later section of this report, the 
committee is of the opinion that existing insurance arrangements available to the 
industry when modified in accordance with the committee’s general recommenda- 
tions set forth in section XI provide a more desirable method of meeting the 
industry’s insurance requirements than is provided by the airline company plan. 


V. CONCLUSIONS RESPECTING THE BRANIFF PLAN 
1. Brief description of the plan 


Under the Braniff plan as presented to the ATA’ there would be created two 
insurance pools, one to write various lines of casualty risks, the other to write 
fire and other similar risks. The pools would function insofar as organization, 
issuance of policies and reinsurance are concerned much in the manner of the 
two existing underwriting groups, the important difference being that the pools 
would lump the risks and not handle the accounts of each airline separately. 

At the outset the airlines would be charged premium rates equal to the net 
rates now being paid by them on the different classes of insurance, thus pre- 
serving the rate advantage which some lines may now have due to favorable 
experience or unusually successful negotiation. The premium money received 
from all airlines participating in the plan would go into a common pool ac- 
count. Out of the pool account would be paid losses incurred, commissions 


1 Recent modifications are described on p. 20. 
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to brokers or agents, taxes, and reinsurance premiums. In addition 1744 per- 
cent of the earned premiums would be paid to the participating insurance com- 
panies to reimburse them for their expenses incident to operation of the pool. 

The pool would be credited with any amounts recovered from reinsurance and 
income from any investments made. At the end of the year the profit or loss 
would be determined by the difference between (a) the sum of the premiums 
earned and other income including reinsurance recoveries and (b) the sum of 
losses incurred, taxes, brokerage commissions, and reinsurance premiums. 

If the pool account showed a profit 80 percent of so much of the profit as does 
not exceed 20 percent of the premium earned would be distributed to the airlines. 
The balance of the profit not in excess of 20 percent of the premiums earned 
would be paid to the insurance companies. Any profit of the pool in excess of 
20 percent of the premiums earned would be equally divided between the air- 
lines and the participating insurance companies. The division of the profit be- 
tween the airlines would be made in ratio to the amount of profit contributed 
to the pool by each airline. No airline would receive any profit until the account 
for the pool as a whole showed a profit. If thie pool account showed a loss each 
airline would be assessed its share in proportion to its earned premiums up to. 
20 percent of the premium paid by it during the year. 

The airlines would have no direct voice in the management of the pool but 
through the ATA would have a right to audit the pool accounts at their own 
expense. Orders for insurance would be transmitted through regularly licensed 
agents or brokers, but Mr. Braniff has agreed to act as a broker for any air- 
line at a fee of $1 per year. 

The organization for running the pool would be provided by the insurance 
companies concerned and the airlines would not be required to provide any 
eapital. The pool would be established by an agreement between the airlines 
which would provide for membership in the pool for 5 years and as long there- 
after as is mutually agreeable. The agreement would become effective only 
upon the subscription to the pool by airlines operating at least 75 percent of the 
passenger-miles operated by all domestic airlines. 

Subsequent to presentation of the plan formally to the ATA and conference 
between Mr. Braniff and the committee, the following amendments to the plan 
were presented verbally to a member of the committee by Mr. Braniff: 

(a) If desired by the participating airlines the pool plan can be modi- 
field so that instead of initially charging premium rates now paid by the 
airlines, a beginning premium rate for each airline will be based upon 
present rates adjusted to experience during the past 5 years. Under this 
modified proposal the premium rates would be adjusted automatically at 
the end of each year on a moving year basis; that is, by dropping a year 
and adding a year at the anniversary date of the contract. 

(b) The 17% percent expense limitation guaranty would be applied to 
the adjusted premiums each year if the premium adjustment basis described 
in (a) above was adopted. 

(c) The insurance companies sponsoring the Braniff plan have agreed to 
modify the profit-sharing basis so that all profits of the pool will be shared 
on the basis of 80 percent to the airlines and 20 percent to the insurance 
companies. (This-is.a distinct improvement since it is at least conceivable 
that the profits of the pool could in any particular year exceed 20 percent 
of the total premiums and under this modification so much of the profits as 
exceeded 20 percent of the premiums would be shared on an 80-20 basis 
instead of a 50-50 basis.) 

(d) The plan is also modified with respect to crash insurance rates to 
provide that the starting rate will be a 5 percent premium with an adjust- 
ment at the end of each year up to 5 years. Thereafter an annual adjust- 
ment will be made based on each moving 5-year period. Crash insurance 
will also be written on the basis of a flat-$1,000 deductible on each dccident 
instead of a percentage deductible. 


2. Advantages of the Braniff plan 


The committee believes that the principal advantages of the Braniff plan as 
compared with the insurance arrangements now available to the airlines can 
be summarized as follows: 

A modernized standard form of coverage with respect to each type of insurance 
would be available to all participants in the plan. 

The policies issued under the Braniff plan would provide for joint and several 
liability of the stock insurance companies underwriting the insurance written 
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through the pool. (This is not an advantage when compared with policies 
written by USAIG but is an advantage when compared with policies written by 
Associated. ) 

The operation of the Braniff plan would assure the airline participants of the 
establishment of premiums on a basis determined by experience and the return 
to the participants of 80 percent of the profits derived from the pool operation 
after absorption of (a) a maximum of 17% percent of the premiums for insur- 
ance company expenses, plus (0) the sum of reinsurance premiums, taxes, and 
brokerage commissions. 

The accounts and records of the pool would be available for audit by the air- 
lines and the airlines would be assured of regular reports of underwriting 
experience and financial results. 

That proportion of the airline cost representing insurance company expenses 
other than reinsurance, taxes, and brokerage would be subject to the 1714-percent 
maximum, 

The pooling of all risks and reserve funds would provide a broader risk base 
and therefore should permit a reduction in net insurance costs. 

The insurance group that will underwrite the pooled insurance has an engi- 
neering and safety service which would be made available to the pool for the 


benefit of the participating airlines at a cost included within the 1714-percent 
limitation. 


8. Disadvantages of the Braniff plan 


The disadvantages of the Braniff plan as compared with existing insurance ar- 
rangements available to the airlines may be summarized as follows: 

The participating airlines will be required to commit themselves to member- 
ship in the pool for a period of 5 years. 

The plan requires that the operators of at least 75 percent of the passenger- 
miles operated by domestic airlines participate in the plan. (Based on conversa- 
tion with Mr. Braniff the committee believes that this percentage requirement 
might be reduced but that the pool plan could not be placed in operation without 
some assurance that at least 50 percent of the airline business would be placed 
with the pool within a period of 1 or 2 years.) 

If the pool operation in any year was unprofitable the participating airlines 
would be required to make up the deficit on a basis proportionate to earned 
premiums limited with respect to each airline to 20 percent of its earned 
premiums. 

Airlines which have determined to self-insure crash risks would not pur- 
chase crash insurance through the pool but would in fact become partial insurers 
of participating airlines who purchase crash insurance. 

Adoption of the Braniff plan will not broaden the insurance market. It is 
believed by the committee that if the operators of even 50 percent of the domestic 
passenger-miles participating in the pool plan the operators of the remaining 
mileage would have difficulty in supporting two other markets. 

Under the Braniff plan it is expected that the limits of insurance for the com- 
bined third-party liability coverages will be identical for each insured. This re- 
moves from the airlines the power to‘@xer¢ise managerial discretion as to the 
amount of insurance which should be‘carried in consideration of the character of 
operations conducted by the particular airline. The airline which desires to 
maintain higher limits will be required to purchase excess coverage in an ex- 
tremely limited market. If the Braniff plan is modified to permit variations of 
limits of coverage between airlines it imposes on the airlines desiring to carry 


lower limits the obligation of participating in the cost of insuring the airline 
carrying higher limits. 


5. Recommendations for improvement in the Braniff plan 


In the opinion of the committee the Braniff plan has considerable merit but it 
should be modified in the following respects before it could be considered accept- 
able to the industry : 

The requirements of the plan which may result in a narrowing rather than a 
broadening of the market should be eliminated. In view of the contemplated 
growth in air transportation the percentage of participation requirements should 
be reduced to a point which would assure continued operation of the two existing 
markets. 

Initial annual premium rates should be based on the preceding 5 years ’expe- 
rience adjusted to a normal loss ratio mutually satisfactory to the insureds and 
the underwriters with respect to each type of insurance. 
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The provision of the pool agreement under which airlines may be assessed for 
unprofitable experience up to 20 percent of their premiums should be eliminated 
and if compensation for such elimination is necessary it should be effected 
through a reduction in the percentage of pool profit allocated to the participating 
airlines. 

The plan should provide for the automatic reduction of the 1734-percent ex- 
pense factor either on the basis of increasing earned premiums or on the basis of 
periodic statements of actual expenses incurred by the members of the under- 
writing insurance group. 

The period of required participation should be reduced from 5 years to 3 years. 


5. Opinion of committee 


Adoption by the industry of the Braniff plan as recently amended by Mr. 
Braniff and modified by the recommendations contained in subsection 4 would 
provide the basis for accomplishing the principal objectives of the industry as 
set forth in section II of this report. The committee hopes that the Braniff 
plan can be modified in accordance with its recommendations and that the 
sponsors of the plan will so perfect the initial form of agreement, the 
forms of policies to be used and the other features of the plan so that insurance 
under the plan can be sold to a sufficient number of airlines to permit the plan 
being placed in effect without restricting the amount of insurance placed else- 
where by the airlines to an extent which would cause elimination of either of 
the two existing markets. 


VI. CONCLUSIONS RESPECTING THE SCARRITT PLAN 


1. Description of the Scarritt plan 


In substantially similar letters sent on May 6, 1943, by Mr. Daniel de R. M. 
Scarritt, the manager of Associated Aviation Underwriters, to the principal 
officers of the various airlines insured through the Associated group there was 
presented a new profit-sharing plan to be made available to such airlines, 
The plan contemplates that with respect to all airline insurance other than 
workmen’s compensation insurance placed with Associated Aviation Under- 
writers on and after January 1, 1943, and in effect for the 3 consecutive years 
following date of attachment, the premium and loss experience will be calcu- 
lated by deducting from the premiums less return premiums (both net as to 
brokerage) the incurred losseS and allocated loss expense. The resulting 
“profit” or “loss” with respect to each insured will be combined with that of 
other insureds to give the experience of the group of airlines for the 3-year 
period. If the aggregate amount so determined exceeds 291% percent of the 
premiums, the excess over such 2914 percent is to be paid to the airlines whose 
insurance showed a “profit” on the basis specified. Each of the airlines whose 
insurance showed a profit is to receive back that portion of the total aggregate 
profit which is proportionate to its contribution to the total profit. The de- 
scriptive letter sent to the airlines by Mr. Scarritt states that the plan will 
be placed in effect by the issuance of endorsements for attachment to existing 
policies. Although not stated in the letter, it is understood by the committee 
that acceptance of the endorsement by the insured is to be voluntary and that 
the profit-sharing arrangement would not be imposed on any insured who did 
not desire to accept the endorsement. 


2. Advantages of the Scarritt plan 


When examined in the light of the objectives enumerated in section II of 
this report, it is apparent that the Scarritt plan accomplishes one of the most 
important objectives of the industry. It provides a means by which the air- 
lines can obtain a substantial share of the abnormal profits yielded to in- 
surers through the continuation over a period of years of an experience more 
favorable than that anticipated at the time premium rates were fixed. This 
feature is of particular benefit to a smaller line whose volume of premium 
and spread of risk is too small to warrant the application to it individually 
of a retrospective, cost-plus or profit-sharing plan. 


8. Disadvantages of the Scarritt plan 


When compared with the insurance arrangements now available to the air- 
line industry, the Scarritt plan has no significant disadvantages. It merely 
superimposes on existing insurance arrangements of those airlines insured by 
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the Associated group a means by which they may participate in the profits of 
the group. 

It is true that the Scarritt plan requires the airlines participating in the 
plan to remain in the group for 3 years in order to participate in the profits. 
However, this is not regarded as a disadvantage because under presently avail- 
able insurance purchase plans an insured is obligated to remain with the same 


insurer for several years to obtain any premium reductions on the basis of fa- 
vorable experience. 


4. Recommendations for improvement in the Scarritt plan 


The plan should also be expanded to include an obligation by the insurance 
group to disclose to its insureds not only underwriting experience and results in 
the aggregate, but also by types of coverage and broad classes of insureds. 

The plan should also include some assurance to the insureds that the existence 
of the profit-sharing plan will not be used as an excuse for fixing premium rates 
at a level higher than would have been determined if the profit-sharing plan were 
not available. Initial annual premium rates should be based on the preceding 
5 years’ experience adjusted to a normal loss ratio mutually satisfactory to the 
insureds and the underwriters with respect to each type of insurance. 

The plan should be modified to make it clear that the 29\4-percent expense 
factor is 29% percent of premiums less return premiums, both net of brokerage. 

The plan should be modified to provide that instead of the first profit-sharing 
distribution being made after 1945 on the basis of underwriting experience dur- 
ing 1943, 1944, and 1945, it should be made in 1944 on the basis of underwriting 
experience during 1941, 1942, and 1943. 

The plan should provide that any airline not now insured by the Associated 
group will be permitted to participate in the plan during the first full calendar 
year in which it is insured by Associated and that its share in the profits derived 
during the 3-year period in which it enters the plan will be based on its profit 
experience during the full years in which it participated in the plan. The plan 
should also clearly state that any airline withdrawing its insurance from the 
Associated group during the course of any 3-year period will forfeit its share of 
the profits otherwise distributable to it during the period, but that such profits 
will be distributed to those participating in the plan at the end of the 3-year 
period. 

A further modification of the plan should be a provision for the disclosure to 
the insureds of a breakdown of underwriting expense separated between broker- 
age, allocated loss expense, insurance company direct expense, insurance com- 
pany indirect expense, and reinsurance premiums, and for an automatic reduc- 
tion in the 2914-percent expense factor reasonably proportionate to any reduction 
in the ratio of direct expenses to premiums or reasonably inversely proportionate 
to any increase in total premiums. 

The underwriters should be required to explain the basis of the 2914-percent- 
expense-plus profit factor suggested by them for use at the inception of their 
plan in order that the insureds can determine whether or not this rate of 
2914 percent is in fact fair and reasonable. 


5. Opinion of the committee respecting the Scarritt plan 


The committee believes that the Searritt plan as modified in accordance with 
the recommendations contained in subsection 4 is an acceptable method of shar- 
ing abnormal profits. It should be understood, however, that the acceptance 
of the Searritt profit-sharing plan carries with it the obligation of an insured to 
have all or a portion of the profit derived from its insurance used to absorb the 
losses shown on the insurance of others in the group. To the extent this occurs 
the insured whose insurance has been profitable will meet resistance to reduc- 
tions in rates of premium of the same magnitude which otherwise might be justi- 
fied by a profitable experience. The opposite is true, however, and the insured 
whose insurance shows a loss is protected to some extent against increased 
premiums because of the contribution to his loss experience by the profits on the 
experience of others. These factors make the Scarritt plan a partial mutualiza- 
tion plan and are no more objectionable than the mutualization features of any 
pooling plan. The Scarritt plan, however, does not require any assessments 
against airlines whose account has shown a loss. 

In the opinion of the committee, United States Aviation Underwriters should 
also make available to airline insureds a purchase plan which involves some 
means for redistributing to insureds abnormal profits earned by the insurers as 
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a result of underwriting experience more favorable than that anticipated when 
premium rates were fixed. 


VII. GENERAL COMMENTS REGARDING MUTUALIZATION OF INSURANCE 


A number of industries have found it advantageous to form mutual insurance 
companies, and it is recognized that under certain circumstances mutualization 
of insurance by a large group of insureds offers benefits not otherwise obtain- 
able. It is apparent, however, that mutualization of insurance is not a panacea 
for all ills since only about one-fourth of the total casualty insurance and fire 
insurance written in the United States is written by mutual companies. Fur- 
thermore, it should be recognized that most mutual insurance companies formed 
to care for the requirements of a particular industry have found it advantageous 
to take on the insurance requirements of other industries. There is no known 
example of a mutual insurance company which writes all of the insurance of all 
of the members of a particular industry and writes no other insurance. An 
insurance company to be successful over a period of years should have a diversi- 
fication of risks among as many industries as possible. 

The committee believes that the spread of risk available to an airline mutual 
insurance company writing only airline insurance is so limited that the success of 
such a mutual underwriting is highly questionable. The committee recognizes 
that the airline company plan does not constitute a typical mutualization plan 
since it contemplates the reinsuring of from 92 to 96 percent of the risks under- 
written by the airline insurance companies. Nevertheless, the general objections 
to mutualization apply with respect to the 4 to 8 percent of the risks retained 
by the airline insurance companies, and the committee feels that under the 
airline company plan there might be continuing pressure exerted to urge the 
retention by the airline insurance companies of a greater proportion of the risks 
in order to increase the benefits derived from mutualization. Such increase, of 
course, would require additional capital from the airlines, either in the form of 
subscribed capital or undivided profits. 

If the industry forms its own insurance companies, capital which might other- 
wise be profitably empleyed in the development of air transportation will be 
employed in the insuranee business, and the time of officials of airlines which 
might be employed more profitably if devoted to the affairs of their own com- 
panies would be required to attend to the business of operating the insurance 
companies. 

In any form of mutualization of insurance the participants in the plan must 
be prepared to sustain substantial assessments resulting from losses contributed 
by other members in the plan. This is not necessarily a hardship where there 
is a wide spread of risk and where the maximum loss arising from a particular 
catastrophe would not constitute a great shock to the entire industry. It must 
be recognized, however, that airline operation subjects its insurers to the risk of 
major catastrophes. Exposures to risk of property loss are not unusually high 
when compared to the exposures in other industries, but third-party liability haz- 
ards peculiar to the airline industry require exceptionally high limits. 

The committee firmly believes that sound insurance coverage and lower cost 
can most effectively be obtained through the creation of additional sources of 
aviation insurance. To this end every reasonable encouragement should be 
given to the mutual companies, either individually or as groups, to enter the 
aviation insurance market by direct underwriting and not through a “buffer” 
stock insurance company, the disadvantages of which have been previously out- 
lined in.this report. 

There must be real causes for the failure of the mutual companies to have 
effectively bid for this insurance business in the past. Some of these reasons 
may be inherent either in the manner that the mutual companies do business or 
the nature of the hazards peculiar to aviation business. Other reasons may be 
of a minor nature and could be readily cured. 

It is recommended that the insurance committee of the conference meet with 
a committee of the mutual companies interested in entering the aviation insur- 
ance market, in an endeavor to find out why the mutuals have not successfully 
competed in this field of insurance. With such facts before it, that committee 
could make recommendations to the industry as to steps that might appropri- 
ately be taken to correct the situation and encourage the creation of this new 
source of insurance to the industry. 

The vigorous approach to insurance problems demonstrated in other fields by 
the mutual companies both in the modernization and standardization of con- 
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tracts and in the engineering and safety services rendered contrast sharply 
with the procedures of the two existing insurance groups and would afford 
healthy and constructive competition if duplicated in the airline industry. 


VIII. A PROPOSAL FOR CREATION OF OPTIONAL PURCHASE POOLS 


The committee’s investigations indicate that the large airlines are able to buy 
their insurance under various purchase plans which permit either the deter- 
mination of premiums on a formula basis which maintains a close relationship 


_between losses and total premiums, or on a profit-sharing plan. The smaller 


airlines which individually do not develop a sufficient premium volume to 
permit application of a retrospective, cost-plus or profit-sharing plan are lim- 
ited to the purchase of insurance on a fixed-rate plan. Such a plan necessarily 
requires the payment of higher premiums because of the limited spread of risk 
and the provision for catastrophe losses. 

The committee has concluded that a satisfactory solution to this particular 
problem would be the negotiation between several smaller airlines of an insur- 
ance purchase pooling agreement. Such an agreement would be entered into 
voluntarily by any group of airlines which in the aggregate developed a pre- 
mium volume sufficiently large to warrant the underwriters offering that group 
a cost-plus, retrospective, or profit-sharing plan similar to one of such plans 
available to a large airline. 

This proposal has not been discussed with either the existing underwriting 
groups or any other insurance underwriters, but in the opinion of representa- 
tives of three outstanding insurance brokers such a pooling of insurance pur- 
chasing power should be acceptable to the underwriters and would give to the 
airlines participating in the purchase pool agreement the benefit of the volume 
purchase power now possessed by the larger airlines. 

The committee recommends that any group of airlines who in the aggregate 
operated at least 125 million passenger-miles in 1942 enter into an agreement 
between themselves pursuant to which their premiums for third-party liability 
imsurance and their experience under such insurance will be treated in the same 
manner as the premiums and experience of a single:airline. There is attached 
to this report as exhibit A a draft of a proposed form of purchase pool agreement 
which might be suitable for use by such a group of airlines. This agreement 
was drafted by the firm of Ignatius & Stone, a firm which is thoroughly familiar 
with the requirements of the New York insurance law, but it should, of course, 
be regarded by the industry merely as a sample form of agreement and it is 
expected that counsel for the ATA as well as counsel for any intended parties 
to such an agreement may be able to suggest desirable modifications. 

There is also attached as exhibit B a suggested plan of purchase which could 
be used in connection with the purchase pool agreement. This purchase plan 
represents only one of several possible cost-plus, retrospective, or profit-sharing 
plans which might be considered to be desirable by the particular group of air- 
lines involved. The committee contemplates that such a purchase plan would 
be submitted by the purchase pool to various available markets for bid and that 
the insurance markets would make their bids on the basis of the variable factors 
provided for in the purchase plan. 

It should be noted that the agreement requires no disturbance in any brokerage 
arrangements desired to be made by the individual airline. Although the com- 
mittee contemplates that this proposal would be adopted by the smaller airlines 
which now have a limited..premium volume, there is nothing in the proposal 
which would preclude one large airline and one or more smaller airlines entering 
into a purchase pool agreement. The plan would not serve to accomplish the ob- 
jective sought, however, if four purchase pools were formed in each of which 
there were pooled the premiums and experience of one of the large airlines and a 
group of the smaller airlines. It is thought that such a result would too greatly 
reduce the number of available blocks of premium. A reduction of the available 
blocks of premium from 16 as at present to 6 or 7 with proper distribution of the 
larger lines, should not be objectionable, but reduction from 16 to 4 would be 
undesirable from the standpoint of encouraging a broadening of the available 
number of insurance markets. 

If this plan is adopted by one or more groups of airlines the committee believes 
that those airlines will thereby obtain the following advantages not now available 
to them under existing insurance agreements : 
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The parties to the agreement will receive the benefit of a greater purchasing 
power than they can command individually. 

The purchase pool arrangement will be conducive toward a broadening of 
the air transport insurance market since the group of airlines will have com- 
bined in a single pool a sufficient volume of premium and a sufficient spread of 
risk to be able to attract a new market. Under existing circumstances it is un- 
likely that any single airline operating less than 100 million passenger-miles per 
year could place its insurance in a market other than one of the two existing 
underwriting groups. 

The parties to the purchase pool agreement will be able to purchase their 
insurance on a type of cost-plus or profit-sharing arrangement which is not 
available to them individually. 

It is recognized by the committee that the proposal for establishing purchase 
pools among groups of smaller airlines imposes on the parties to the purchase 
pool agreements the objectionable as well as the advantageous features of mutu- 
alization and that accordingly those companies must suffer some of the dis- 
advantages enumerated in section IV with respect to the airline company plan. 
However, adoption of the purchase pooling proposal does not carry with it the 
disadvantages of placing the airlines in the business of operating an insurance 
company and it definitely does not act to narrow the available insurance market. 
Likewise it is believed by the committee that the attainment by 5 or 6 airlines 
of an agreement on the form of the purchase pool agreement and the method 
of proceeding thereunder would be infinitely less complex and difficult than the 
attainment of agreement by 16 or more airlines on the numerous matters of 
policy and procedure involved in the establishment and operation of a jointly 
owned insurance company. 


Ix. HULL AND COMPENSATION INSURANCE 


In analyzing the problems confronting the industry, the committee found 
that its efforts could be directed most profitably toward the elimination of 
objections to the present insurance arrangements as they apply to third-party 
liability insurance. The problems relating to hull insurance are less serious 
and also are less susceptible to industry action. 

Crash insurance is not purchased by all airlines, and from the standpoint 
of the industry as a whole, it is believed desirable to avoid any action which 
would interfere with managerial discretion as to whether a particular airline 
should or should not insure its aircraft against loss by crash. It has been con- 
tended by some that if all airlines insured their aircraft against loss by crash, 
the premium rates could be reduced to less than 5 percent. It may be that at 
some future date the industry can reach an agreement on the advisability of 
insuring crash losses, but the committee is of the opinion that the other objec- 
tives set forth in section II of this report should be accomplished prior to 
the commencement of a program to reduce crash insurance rates through 
spreading of risk over a larger number of airlines. 

Insurance against loss of aircraft from hazards other than crash is pur- 
chased by all airlines, but the total premiums involved in the purchase of such 
insurance by the industry represent a small proportion of the industry’s insur- 
ance expense. The committee concluded that it would be better to accomplish 
the important objectives relating to third-party liabiliy insurance before under- 
taking any concerted program for improving coverages and reducing expenses 
of insurance of aircraft against losses other than crash losses. 

So far as workmen’s compensation insurance is concerned, the problems of 
the various airlines are dissimilar because only a few of the airlines operate 
in a few of the same States. Workmen’s compensation insurance premiums are 
generally subject to State regulation, and in many States approved retrospective 
rating plans are available to the airlines. The committee believes that the 
reductions to be sought in premiums for workmen’s compensation insurance can 
best be obtained through continuous activity of the insurance committee of the 
conference. The committee recognizes that the cost of the workmen’s compen- 
sation insurance purchased by the airlines is too high, but the solution appears 
to be concentrated attention devoted to particular State regulatory bodies rather 
than negotiations wih insurers. Most certainly the creation of a pooling plan 
of one kind or another will not aid in the reduction of rates which are deter- 
mined by agencies of the various States. 
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xX. H. R. 1992 


The ATA report includes a recommendation that the Legislative Committee 
of the ATA urge the adoption of H. R. 1992. 

H. R. 1992 contains only a few departures from the Marine War Risk In- 
surance Act of 1940. Aside from the differences which make it applicable to 
the air transport industry instead of the shipping industry, the only other 
significant difference is that the Marine Act provides for its expiration 6 months 
after the end of the present war whereas H. R. 1992 has no provision for its 
termination, 

This important distinction makes it apparent that the proponents of H. R. 
1992 regard it as permanent legislation and believe that the insurance facilities 
to be established under the act should be made available indefinitely. This 
attitude of the proponents of the bill is important since the bill provides not 
only for insurance and reinsurance of war risks, but also for reinsurance of 
ordinary airline risks. 

The Marine War Risk Insurance Act was enacted pursuant to a request sub- 
mitted to Congress on May 24, 1939, by the Chairman of the United States 
Maritime Commission. In his request, Chairman Land set forth in considerable 
detail the reasons why such legislation should be adopted. It has not been 
shown that similar reasons apply at this time or are likely to apply in the near 
future to the air transport industry. 

H. R. 1992 says “the Authority is authorized to provide air insurance and 
reinsurance against loss or damage by the risks of war and reinsurance against 
loss or damage by air risks * * * whenever it appears to the Authority that 
(1) such insurance adequate for the needs of interstate air commerce, overseas 
air commerce, or foreign air commerce * * * cannot be obtained on reasonable 
terms and conditions from companies authorized to do an insurance business 
in a State of the United States * * *.” 

Since Lloyd’s of London is authorized to do business in certain of the States 
of the United States it is not clear whether the author of the act intended 
to require the Authority to write insurance and reinsurance in all cases when 
insurance could not be obtained from a wholly domestic insurance company or 
only in those cases when such insurance could not be obtained from either a 
domestic company or Lloyd’s of London. The ATA report states on page 41 
with respect to a proposal similar to that incorporated in H. R. 1992 “such a 
proposal would contemplate that no insurance company would be obliged to 
reinsure with the Federal Government except in a situation where after ex- 
hausting the American reinsurance market it found that to get the necessary 
coverage it must place reinsurance with the foreign owned or controlled com- 
pany.” 

If, in fact, H. R. 1992 would require airline insurance companies to place 
their reinsurance with the United States Government to the extent that such 
reinsurance could not be obtained from wholly domestic insurance companies, 
the committee believes such requirements should be eliminated. The commit- 
tee does not believe that any restriction should be placed in a Federal law which 
would prevent airline insurers from purchasing reinsurance from any respons'‘ble 
market which would make airline insurance available at the lowest possible 
cost except those restrictions made necessary by reasons of national security. 

Because of the wide charter under which they operate, Lloyd’s of London 
share in every conceivable type of insurance and have assumed the majority 
of the world’s reinsurance business. The existence of the Lloyd’s market has 
aided the development of our own insurance markets and has unquestionably 
permitted a lower cost for reinsurance than would have been possible if the 
Lloyd’s market has not been available. This has been true because a funda- 
mental principle of insurance is that of spreading the risk among as many 
insurers as may be necessary to permit the risk assumed by any one insurer 
to be absorbed without disastrous results. 

Although figures supporting such a contention are not available to the com- 
mittee, it is possible that an unduly large amount of airline insurance has been 
reinsured with Lloyd’s. The committee sees no serious objection to airline 
insurers continuing to spread the risk through reinsurance with Lloyd’s but 
hopes and believes that with the continued growth of air transportation more and 
more American insurance companies will participate in aviation insurance and 
that during future years the proportion of airlime insurance reinsured with 
Lloyd’s will be decreased. 
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Since H. R. 1992 authorizes reinsurance against air risks as well as war risks 
and since it contemplates the permanent existence of such arrangements, the 
committee believes that in its present form it offers a threat to the continuance 
of a private market for airline insurance. This threat exists through the proyi- 
sion in the bill that reinsurance shall not be provided by the Authority at rates 
less than (1) the rates established by the Authority on the same or similar 
risks, or (2) the rates charged by the insurance carrier for the insurance so 
reinsured except that the Authority may make to the insurance carrier such 
allowance for taxes, commissions, and other customary expenses (not to exceed 
5 percent of the premiums paid for that portion of the direct insurance so rein- 
sured) as it may deem reasonably to accord with good business practice. Under 
this provision any insurance company that desired to sell airline insurance 
as a sideline could do so and reinsure the entire risk at a possible cash profit. 
To the extent that such practice became common, the Government would, in 
effect, be a primary insurer. The committee believes that the interest of the 
industry will be best served by the continuation of several strong private insur- 
ance markets. It recognizes, however, that the objection stated in this para- 
graph can be cured by a modification in the bill to require that the primary in- 
surers retain a certain substantial percentage of the risk. 

Even if the foregoing objection were to be cured, however, the committee 
believes the industry should take the position that the Government should not 
reinsure air risks until some reasonably probable need for such reinsurance 
exists. The private domestic and international reinsurance market is adequate 
at the present time and there is no reason to believe it will be inadequate during 
the foreseeable future. If, for some reason, the international market should 
be closed to the domestic insurers of airlines or becomes prejudicial thereto, it 
is reasonable to believe that it would likewise be closed or prejudicial to other 
large insureds whose insurers now depend on the international market for 
reinsurance. Among such insureds will be the shipping industry and those 
branches of the manufacturing industry having large foreign plants and other 
investments. The existence of such a situation would constitute justification 
for the Government writing reinsurance for all such industries. There seems 
to be no sound reason for singling out the air transport industry as a subject 
for special treatment with respect to reinsurance. 

The committee believes that insurance against perils of war is properly a 
Government function and that under present conditions there is a reasonable 
probability that war risk insurance on aircraft and aircraft cargoes may be 
required by American-owned airlines even though such requirement does not 
exist at the present time. It is the opinion of the committee that proper provi- 
sion should be made for the Government to write insurance and reinsurance 
against risk of loss of aircraft and aircraft cargoes due to enemy action outside 
the United States either through an appropriate amendment to the Marine War 
Risk Insurance Act, an amendment to the act authorizing establishment and 
operation of the War Damage Corporation or a new act introduced for the 
purpose. The committee does not believe that any such act should provide for 
the underwriting by the Government of reinsurance against ordinary risks of 
commercial air transportation. 


IX. RECOMMENDATIONS TO THE INDUSTRY 


Even though the committee did not have available to it all of the information 
that might be desired for use in preparing a complete report on airline insurance, 
the probability of obtaining such information is so remote that it seemed unde- 
sirable to defer any longer the submission of this report. The committee, how- 
ever, feels that its study has been sufficiently inclusive to permit it to make well- 
founded recommendations to the air transport industry. It has had available 
the information presented by the various insurance markets to the committee 
on different occasions over a period of years; it has thoroughly studied the re- 
port prepared by the staff and the consultants of the ATA, and it has sought the 
advice of representatives of insurance brokers well qualified by experience to 
advise on technical matters. 

The recommendations contained in this section of the report are intended for 
use by the industry collectively in improving the arrangements under which the 
air transport industry is required to purchase its insurance. It is thought that 
if the recommendations are followed the industry will be able to accomplish in 
a relatively short time all of the objectives set forth in section II of this report. 
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1. Establishment of standing committee 


There should be established by the Airline Finance and Accounting Conference 
a new standing committee on insurance which should meet at frequent intervals 
for discussion of all insurance matters affecting the airlines. (This can be done 
by reorganizing the existing insurance committee of the conference, or by termi- 
nating its tenure and converting the existing committee on the cooperative pur- 
chase of insurance into a standing insurance committee. The former is prefer- 
able). The insurance committee should be charged with the responsibility of 
earrying out all of the following recommendations and should be required to 
report at froquent intervals to the industry through the conference on the ac- 
eomplishment or status of such recommendations. 


2. Make standard aircraft liability policy available to airlines 


The industry should insist on the adoption and use by insurance underwriters 
of a standard aircraft liability policy more suited to the needs of airline insur- 
ance than the policy forms now available. At the request of the committee, rep- 
resentatives of three insurance brokers have designed a standard aircraft liabil- 
ity policy intended to accomplish the following objectives : 

(a) Standardize the basic terms and conditions to eliminate inconsis- 
tencies which now exist. 

(b) Provide a clear, comprehensive form which is consistent with pres- 
ent underwriting practices and should not, therefore, entail any increase in 
premium cost. 

(c) Provide the essential coverages in the form, thus allowing each airline 
to fill its individual requirements as to additional coverages (such as baggage 
liability, etc.) by special endorsement at agreed rates. 

The standardization of basic policy conditions as between all underwriting 
groups will permit the airlines to more equitably measure the rate quotations 
of the various underwriting groups for the coverages which experience in the 
industry has found to be essential to airline operations. 

A copy of a preliminary draft of the proposed standard form is attached to this 
report as exhibit C. A statement describing various additional optional forms 
of coverage to be provided by substantially standard endorsements is also at- 
tached as exhibit D. 

No attempt has been made to devise a standard form of hull policy since the 
forms of hull policy currently in use seem to be reasonably satisfactory and 
sufficiently flexible to meet the widely varying requirements of each airline. 
The committee has also concluded that the comprehensive liability policy now 
available to the airlines is in satisfactory form and provides adequate protection 
for the so-called ground liability or airport liability risk. 

The suggested method for carrying out this recommendation is for the insur- 
ance committee of the conference to present the proposed standard form to the 
underwriters after making such improvements thereto as it may devise after 
soliciting opinions of brokers and counsel of all airlines. The underwriters are 
to be requested to make such minor modifications in the standard form as may 
be necessary to meet their requirements and will meet with the approval of 
the insurance committee of the conference and thereafter to write all airline 
third-party liability insurance on the new standard form. As a part of the 
same activity the insurance committee of the conference should request the 
underwriters to prepare suggested forms of endorsement for special coverages 
of the nature described in exhibit D and to submit samples of all such endorse- 
ments to all airline brokers of record. 

The proposed standard policy form does not preclude an airline from naming 
identical limits per person and per occurrence as recommended by Mr. Braniff 
or from providing combined limits for all three liability coverages, also a feature 
of the Braniff plan. Determination of such matters is properly left to the 


discretion of each insured since they directly affect the amount of premium to be 
charged for the coverages. 


8. Pursue policy which will broaden available market 


The industry should take such steps as will aid in broadening the insurance 
market available to the airlines. The committee recommends that every reason- 
able effort be made to obtain from the existing markets the improvements in 
coverage and policy purchase plans which will provide to the airlines the 
advantages which have been cited as being available through the pooling or 
mutualization of all airline insurance. The industry should also encourage 
additional insurance groups to enter the air transport market on a basis which 
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will not cause such a loss of business to the existing groups as would require 
them to withdraw from the market. 

To accomplish this recommendation the insurance committee of the conference 
should aid one or more groups of smaller airlines in the formation of a purchase 
pool along the lines described in section VIII of this report and the soliciting of 
bids for such insurance from all markets including the two existing aviation 
insurance groups. 


4. Establishment of improved purchase plan 


The industry should require all underwriters of airline insurance to make avail- 

able to its members purchase plans which will permit— 
(a) Constructive competitive bidding ; 
(bv) A cost-plus or retrospective feature; and 
(c) A plan for the sharing of abnormal profits. 

This recommendation can be placed in effect through the action of the insurance 
committee of the conference in assisting in the formation of purchase pools and 
through conference with insurers the design of suitable purchase plans under 
which insurance may be purchased by large airlines as well as groups of smaller 
airlines. It is not contemplated that any such plan would be mandatory but 
that any plans designed through such joint action would be submitted to the 
members of the conference for adoption or rejection as might be in the best 
interests of the insured. 

5. Require disclosure by underwriters of erpense and underwriting experience 

The industry has the power to require underwriters of airline insurance to 
furnish to their insureds such information regarding underwriting expenses and 
underwriting experience as will keep the industry sufficiently well informed to 
preclude any basis for charges in the future such as have been made during recent 
years that premiums have been too high and expenses have been excessive. The 
insurance committee of the conference should arrange for each member of the 
ATA to obtain on the occasion of each renewal of its insurance an agreement from 
its underwriters which will require the underwriters to disclose annually to the 
insured a statement of expenses and experience broken down by classes of in- 
sureds. The classes should be as follows: 

Class A: Airlines operating more than 10 million revenue-airplane-miles 


per year. 

Ciass B: Airlines operating 4 million to 10 million revenue-airplane-miles 
per year. 

Class C: Airlines operating less than 4 million revenue-airplane-miles 
per year. 


Provision should be made by the insurance committee of the conference to revise 
these classifications at such time as the extent of airline operation increased to a 
point where e ither the 10-million-and-over class would include airlines of widely 
varying size or where either of the other classes included only one airline. The 
information to be disclos2d in the statement should be substantially as follows 
with respect to each class: 

A. Earned premiums (gross premiums less credits and returns). 
B. Total incurred losses (including allocated reserves). 
C. Allocated loss expense. 
D. Expenses directly chargeable to airline insurance: 
1. Brokerage and other acquisition expenses. 
2. Engineering and loss prevention service. 
3. Reinsurance premiums, 
4. Other direct expense. 
E. General overhead expense chargeable to airline insurance : 
1. Unallocated claims expense. 
2. Supervision expense. 
3. Other overhead expense. 

The information set forth above is to be expressed in dollars and in percentage 
figures as ratios of earned premiums. The content and final form of the report 
would be as determined by the insurance committee and representatives of the 
underwriters. To avoid disclosure of the experience of a single insured it will 
probably be necessary to arrange for compilation of the final report by a single 
responsible body with whom each insuring group would file a statement covering 
the airlines insured by it. 
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6. Improvement of standard classifications for nonaircraft coverages 


The industry can effect reductions in premiums for automobile liability and 
property damage insurance, workmen’s compensation insurance, and fire and) 
extended coverage insurance on airport buildings and contents if sound and 
aggressive presentations are made to the proper rating bodies. The insurance 
committee of the conference should confer with responsible officials of the Na- 
tional Bureau of Casualty and Surety Underwriters and the National Board of 
Fire Underwriters to ascertain the specific faults in the methods now being 
employed by those bodies in rating airline risks. Thereafter that committee: 
should arrange for the gathering by the rating bodies or by the industry of the 
statistics necessary to present fairly the premium and loss experience of the 
airlines in these classes of insurance. 


7. Insurance committee to act as clearinghouse for insurance suggestions 


It will be desirable for each member of the industry to be advised as to any 
new type of general coverage or special endorsement requested by or obtained 
by any member of the industry. It is contemplated that many years will pass 
before the industry methods and operations will be sufliciently static so that 
standard forms of policies and endorsements can remain unchanged for long 
periods of time. The insurance committee of the conference should establish 
a procedure by which it can receive suggestions from or reports of actions 
taken by any One airline and transmit that information to all other members of 
the industry for such consideration and action as they may desire to take with 
respect to their own insurance. 


8. Requirement for performance of engineering and loss prevention service 

The industry should require the underwriters to develop a program for estab- 
lishment of an engineering and loss prevention service tailored to meet the 
requirements of the airlines. Such a proposal should be submitted to the 
insurance committee of the conference for study and upon the approval by the 
committee of such proposal the undrewriters should undertake to perform such 
service on a trial basis of 3 to 5 years. During such period the airlines could 
determine whether the benefits derived from the service were equal to or in 
excess of the costs chargeable against the airline premiums. 


9. Further consideration of the airline company plan 


The industry should not at this time adopt the recommendation of the ATA 
staff and consultants that a committee be appointed by the airlines to work 
out the details of the airline company plan with a committee representing the 
interested insurance companies. Every reasonable effort should be made to 
aceomplish the objectives set forth in section II of this report through means 
other than the complete mutualization of airline insurance but the committee 
recognizes the possibility that if the principal objectives cannot be so accom- 
plished it may be necessary to adopt the airline company plan with the modi- 
fications suggested in subsection 4 of section IV of this report in order to assure 
the industry that its insurance requirements can be met economically. 


10. Cooperation with mutual insurance companies 


As an aid to accomplishment of the objective of broadening the available 
markets the insurance committee of the conference should meet with a commit- 
tee of the mutual companies interested in entering the aviation insurance market 
in an endeavor to find out why the mutual companies have not successfully 
competed in this field of insurance. If such information can be obtained and 
if the reasons are not inherent in the methods of business required to be used by 
the mutual companies or in the nature of the hazards peculiar to aviation, the 
insurance committee may be able to make recommendations to the industry 
as to steps that might appropriately be taken to encourage the mutual com- 
panies to engage in the direct underwriting of airline insurance. 


11. Further consideration of the Braniff plan 


The committee is impressed by the sincere efforts of Mr. Braniff to accom- 
plish an improvement in the insurance arrangements available to the airlines 
and recommends that the industry encourage Mr. Braniff to persuade the 
market which he represents to participate in the growing insurance require- 
ments of the industry without conditioning such participation on the obligation 
of a majority of the industry to bind itself together under the Braniff plan. 


33077—59——49 
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12. Government reinsurance 


The industry should not adopt the recommendation of the staff and consul- 
tants of the ATA that the Legislative Committee of the ATA recommend to the 
Congress of the United States adoption of H. R. 1992. For the reasons set forth 
in section X of this report the industry’s position with respect to Government 
reinsurance should be limited to the support of a proposal which will permit 
the Government to insure and reinsure risk of loss of aircraft and air cargoes 
by perils of war but will not authorize the Government to reinsure against 
perils of the air. 

Respectfully submitted. 

E. I. WHyatt, Chairman. 
T. F. ARMSTRONG. 

HAyEs DEVER. 

JoHN LOCKHART. 

H. K. Rvu.ison. 

Rosert §. SwAIn. 

P. M. WILLCox. 


A Srupy or AVIATION INSURANCE BY THE CIVIL AERONAUTICS BoarD 
WASHINGTON, 1944 


Civil Aeronautics Board: L. Welch Pogue, Chairman, Edward P. Warner, Vice 
Chairman, Harllee Branch, Oswald Ryan, Josh Lee. 


I, INTRODUCTION 


1. The interest of the Civil Aeronautics Board in aviation insurance 


The interest of the Civil Aeronautics Board in aviation insurance arises trom 
the manner in which insurance problems are inseparably connected with the 
development of our commercial air transportation system and with the expansion 
of civilian flying generally, and the extent to which insurance can contribute 
to or retard that development and expansion. 

The Civil Aeronautics Board first became concerned with the practices of the 
aviation insurance market in giving consideration to proposed aviation liability 
legislation. In considering and determining the effects of such legislation, which 
deals with compensation to persons who suffer personal injury or damage to their 
property from the operation of aircraft, and with the distribution of the cost 
of such compensation among operators of aircraft, passengers, shippers and 
persons on the ground, insurance is a most important factor. 

In 1938 the Commissioners on Uniform State Laws proposed for enactment by 
the several states aviation liability legislation which provides that the operators 
of aircraft should be absolutely liable for loss or injury sustained by passengers 
and persons on the ground. This proposal, which is still pending, raises a number 
of questions affecting the growth and development of air transportation, one of 
which is the effect of the proposed legislation upon the insurance costs of the air 
carriers and other operators of aircraft. In order to examine these questions 
the Civil Aeronautics Board undertook a study of the proposed legislation, and 
a report by the Board’s staff discussing liability problems of aircraft operators 
generally, as well as discussing some of the practices of aviation insurance 
companies was published and circulated in 1941 for the purpose of canvassing the 
views of interested persons.’ 

The Board’s studies of liability problems were continued in conjunction with the 
Select Committee to Investigate Air Accidents of the House of Representatives.’ 
This Committee had as its purpose, among others, to “* * * make a full and 
complete investigation of * * * the liability of such airlines on account of loss of 
life or injury to persons or property * * *.” In the course of its investigation 
the Committee requested the Civil Aeronautics Board to secure— 

“* * * information such as the cost of insurance in 1940 to air carriers, the 
number of claims filed with the air carriers for injuries and deaths in 1940 and 
1941, the number and amount of settlements made for injuries and deaths in 
1940 and 1941, the number of claims and suits now pending for injuries and 


1“Report to the Civil Aeronautics Board of a Study of Proposed Aviation Liability 
heagtanen,* prepared under the direction of Mr. Edward C. Sweeney, of the Board’s 
staff, June 1, 1941 


2 Created by House Resolution 125, 77th Congress, 1st Session. 
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deaths for 1940 and 1941, and the profits made by the three aviation companies 
who act as insurance brokers or middle men.” * 

Preparation of the material requested by the House Committee involved a study 
of certain insurance costs of the air carriers. In its report to the Select Com- 
mittee on June 13, 1942, the Board stated that more data would be necessary in 
order to evaluate present aviation insurance practices. In an effort, there- 
fore, to secure additional data and make further analysis, the Board retained as 
consultant in the fall of 1942, Mr. Paul J. Mcinar, Examiner of the Rating 
Bureau of the New York State Insurance Department, to examine the organi- 
zation of the present aviation insurance market, the types of coverage which are 
available, and the rates, losses, and costs in various categories of aviation 
insurance. 

The Board’s insurance studies were extended in March 1943, to include the 
reinsurance practices of American aviation insurance companies when the Board 
was asked to comment on the bill, H. R. 1992. This legislation, if enacted, would 
authorize the Civil Aeronautics Board to provide air insurance and reinsurance 
against loss or damage by the risks of war and reinsurance against loss or 
damage by air risks, whenever it appeared to the Board that such insurance 
adequate for the needs of air commerce could not be obtained on reasonable 
terms and conditions from companies authorized to do an insurance business in a 
State of the United States, or the furnishing by the Board of such insurance or 
reinsurance with respect to any such commerce at nominal or other rate basis 
was necessary or advisable for military or naval reasons. To aid the Board in 
considering the insurance problems engendered by this proposed legislation, Dr. 
§8. S. Huebner, Professor of Insurance at the University of Pennsylvania, who has 
made extensive studies of marine insurance and reinsurance practices, was re- 
tained as consultant. 

In addition to legislative proposals affecting the growth and development 
of civil aeronautics which involve insurance problems, the Board is likewise 
concerned with the cost of insurance when the reasonableness of an air carriers’ 
expenses are examined for the purpose of determining fair and reasonable mail, 
passenger and property rates. The importance of insurance costs in com- 
mercial air transportation is evidenced by the fact that this expense for the 
year 1942 exceeded $2,850,000 for all domestic airlines, and ranged for the 
various air carriers from 2.2 to 6.9 percent of total operating expenses. Com- 
plaints have been made from time to time that airline insurance costs are too 
high, that the present market for airline insurance is too restricted, and that 
other undesirable practices exist in this market. 

It is apparent that our commercial air carriers, private flyers, and other avia- 
tion enterprises have a well-defined interest in the maintenance of an adequate 
American aviation insurance market because of the contribution which such a 
market can make to the development and growth of civil aviation. On the other 
hand, since the growth of the aviation insurance market is in turn dependent on 
the sound development of American aviation, it is to the interest of aviation 
insurers to encourage and promote the development of civil aeronautics by 
supplying adequate insurance services at rates which are just and reasonable. 
The primary concern of the Civil Aeronautics Board in aviation :msurance, there- 
fore, is to foster the development of these mutual interests to the end that a 
vigorous, enterprising American aviation insurance market will be continuously 
available as the needs of American aviation require. 


2. The scope and limitations of this study 


The aviation insurance studies undertaken by the Civil Aeronautics Board have 
been subject to a number of limitations. The national aviation insurance market 
has not been the subject of previous study, and adequate data concerning the 
functioning of this market were not available. No Federal agency collects data 
concerning aviation insurance either in regard to domestic or international 
transactions, and although the New York State Insurance Department receives 
annual filings of statistics prepared by the Board of Aviation Underwriters, these 
statistics at present do not reflect either the overall expenses of doing business, 
a breakdown of expenses among the classifications of risks underwritten, or the 


2 Letter to Harllee Branch, Chairman, from Irving G. McCann, counsel to the Committee, 
August 16, 1941. 


*H. R. 1992, 78th Congress, 1st Session, “A Bill to amend the Civil Aeronautics Act of 
1938, as amended, by providing for air and war risk insurance.” 
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extent of foreign reinsurance—all of which data are necessary for an examina- 
tion of the market. 

The task of gathering the substantial bulk of the data which has been used in 
this study, therefore, has fallen to the Civil Aeronautics Board. Since the Civil 
Aeronautics Act of 1938 contains no explicit authorization to inquire into aviation 
insurance practices, the collection of much of the data has been dependent upon 
the voluntary cooperation of the aviation insurance group.’ Upon requests made 
on behalf of the Board, these groups have furnished considerable data and have 
discussed such material with the Board’s consultants and staff. Preliminary 
reports by the Board’s insurance consultants were circulated to the aviation 
insurance groups and comments were received from them. On July 27, 1943, the 
managers of these groups met with the Board to discuss certain phases of avia- 
tion insurance problems. 

The data which have been collected on a vountary basis, however, leave much 
to be desired. Much of the pertinent information was given the Board only on 
condition that it be held in confidence. This restriction makes it difficult to 
discuss adequately some of the complex problems involved in the present aviation 
insurance market. Moreover, some of the statistical data are not strictly com- 
parable because the several aviation insurance groups in submitting such data 
did not report upon the same basis. To achieve the desired comparability would 
require uniform reporting systems which no Federal agency at present has 
authority to require. Because the underwriters advised us that their staffs are 
limited and that much of their time was required for work connected with the 
war effort, it was felt inadvisable for the Board to make additional requests 
either to place the data on a strictly comparable basis or to furnish other detailed 
information. 

Regardless of these limitations and the incomplete nature of the available data, 
much that will be informative and of assistance in understanding the functioning 
of the present aviation insurance market can be reported by the Board. 


Il. THE IMPORTANCE OF INSURANCE 


Insurance is an integral part of air transportation as it is of all commercial 
enterprise. Airlines buy insurance to protect their investment in aircraft and 
other equipment against numerous and varied risks. Bankers financing the 
purchase of aircraft and other equipment require that it be insured. Shippers, 
and bankers financing shipments, also demand the protection of insurance for 
their goods while in transit. 

Liability insurance serves another need in modern transportation. It is one 
of the most effective methods of meeting liabilities to persons suffering financial 
loss from personal injury and property damage inevitably resulting from the 
use of any medium of transportation. Today every American airline buys 
casualty insurance to meet possible liabilities to passengers, employees and per- 
sons on the ground. Private flyers likewise require liability insurance in the 
same manner as do the owners of private automobiles. Should it become a 
statutory requirement that all operators of aircraft carry liability insurance to 
assure the provision of funds for the payment of damages to persons and prop- 
erty—and such proposals are being considered ‘—it will be even more important 
that there be available aviation insurance services affording the required cover- 
age at reasonable cost. 

Equally important for the shippers by air and for our air transportation car- 
riers is the place of insurance as an international commercial service. Insurance 
on cargo serves as the basis of credit while the goods are in transit, and if cargo 
is lost or damaged in transit insurance indemnifies for the resulting loss or 
damage. 

Indicative of the national concern in the continued availability of adequate 
insurance facilities are the steps which must be taken when insurance sources 


5The groups referred to are Aero Insurance Underwriters, Associated Aviation Under- 
writers, and United States Aviation Underwriters, Inc. 

6 With reference to automobile accident compensation, the New York Joint Legislative 
Committee to Investigate Automobile Accidents concluded that in the fatal automobile 
accidents occurring in New York State in 1933 and 1935 compensation was received by 
the injured persons in 68.7% of the cases in which the automobile operator was insured 
and in 18.6% of the cases in which the operator was not insured. The compensation 
paid by the insured parties averaged $2.267 per case, while that paid by parties not 
insured averaged $422 per case. — of Joint Legislative Committee to Investigate 

ecidents (1939), page 84. 
Autrne aviation liability law Tproposed by the Commissioners on Uniform State Laws in 
1938 provided that all operators of aircraft must carry insurance or furnish security 
against liabilities imposed by the proposed legislation. 
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normally relied upon suddenly are restricted. In 1914, because of the War, 
foreign insurance facilities were closed to American shippers. As a result Ameri- 
can commerce was disrupted to such an extent that Congress enacted the War 
Risk Insurance Act of 1914 * to enable the Federal Government to provide marine 
war risk insurance. In 1939, when there was a threat of war, representatives of 
insurers and shippers in the United States testified in favor of a government 
insurance fund * and in 1940, the Maritime Commission was authorized by Con- 
gress to insure and reinsure against war risks and to reinsure marine risks.” 
In addition to the essential character of insurance as a contributing factor to 
the full utilization of aviation, both by private and commercial interests, and to 
the flow of commerce by air, there are certain other matters which should be 
considered as possibly having significance in the field of aviation insurance. The 
availability and comparative costs of insurance on air cargo on different carriers 
may have an important influence on the distribution of such traffic among the 
carriers offering the desired transportation services. It is important, therefore, 
to the future development and expansion of our international air cargo services 
that insurance be available on American flag air carriers at rates which com- 
pare favorably with those on foreign air carriers. Another point to be considered 
is that international insurance relationships may serve as the medium for trans- 
mission abroad of information which can be used by foreign interests to the 
detriment of our foreign commerce, or perhaps even to our national security. 
These are matters which have a bearing not only upon the development of Ameri- 
can aviation, but upon our national welfare, and merit examination to determine 
whether they have any significance in relation to aviation insurance. It will be 
important, therefore, in examining the American aviation insurance market to 
determine the extent to which American aviation underwriters have resorted 
to foreign insurance markets to obtain needed reinsurance, whether full use has 
been made of American insurance resources, and whether there are any steps 
which can or should be taken to promote a fuller utilization of American insur- 
ance facilities and a lesser degree of reliance upon foreign insurance markets. 


Ill, THE ORGANIZATION AND OPERATION OF THE AMERICAN AVIATION 
INSURANCE MARKET 


1. Organization of the present underwriting groups 


Three insurance groups presently dominate the American aviation insurance 
market. During the year 1942 over 96 percent of the aviation insurance reported 
to the New York State Insurance Department—including not only insurance for 
scheduled airlines, but also private flying and all other aviation risks—was writ- 
ten by three underwriting groups, Aero Insurance Underwriters, Associated 
Aviation Underwriters, and United States Aviation Underwriters, Ine. The 
remainder of the business reported to the New York State Insurance Department 
for this period was written by the Employers Insurance Group and the Mutual 
Aircraft Conference. 

The extent to which underwriters other than those named above engage in 
the underwriting of aviation risks is not known definitely by the Board. It 
appears, however, to be quite limited. In so far as could be ascertained, New 
York is the only state in which aviation insurance reports are filed. There has 
come to the Board’s attention no American company or group other than those 
named above which specializes in underwriting aviation risks, except the Peerless 
Casualty Company which writes personal accident insurance for passengers in 
air transportation. In addition, small amounts of airline insurance have been 
written directly with the Britsh insurance market. However, the amount of 
aviation insurance written by all of the above-mentioned insurers, other than 
the three dominant aviation insurance groups appears to have been relatively 
small and insufficient to affect the conclusion that the three groups dominate the 
American market." Because these three groups write such an overwhelming 





838 Stat. 711 (1914). 
® Hearings before House Committee on Merchant Marine and Fisheries on H. R. 6572, 
76th Congress, ist Session, June 1939. 
1054 Stat. 689 (1940), 46 U. S. C. A. 1128 (Supp. 1943). 
1 Although the three underwriting groups have, in addition to other classes of risks 
underwritten, written substantial amounts of workmen’s compensation insurance, princi- 
ally for the scheduled airlines, such insurance is not reported to New York State as avia- 
on insurance. The statements in the text regarding the underwriting of aviation risks do 
not include workmen's compensation insurance written for aviation enterprises, such as the 


manufacturers of aircraft or engines, in which numerous companies or groups not mentioned 
here undoubtedly participate. 
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proportion of the aviation insurance reported to the New York State Insurance 
Department, the Board’s study has been confined to the organization and operat- 
ing characteristics of these three groups. 

The “group plan” of underwriting has been the manner in which aviation insur- 
ance has developed in this country. This plan, which spreads any given risk 
among a number of companies, was evolved in part in answer to the unfortunate 
financial experience of several insurance companies which undertook to write 
aviation insurance individually in the 1920’s. Under the group plan several insur- 
ance companies authorized to write a similar line of insurance—fire insurance, 
for example—mutually agree to divide among themselves in specified proportions 
all of their aviation insurance business. To facilitate the administration of 
their undertaking, the several insurance companies designate an organization to 
have the exclusive management of the underwriting of all aviation risks assumed 
by each company. Similarly, a group of insurance companies authorized to write 
casualty insurance agreed among themselves to share all their aviation risks 
and designate as the exclusive underwriting manager for their aviation business 
the same organization which handles the underwriting activities for a group of 
fire insurance companies. Membership in the American underwriting groups 
includes both American fire and casualty insurance companies, and in two of 
the groups, it also includes foreign fire and casualty insurance companies admitted 
to do business in one or more of the states. 

The percentage of participation by the member fire companies varies among 
the companies and among the three underwritting groups, the lowest participa- 
tion by any such company being 4 percent and the highest 1214 percent of the 
fire risks underwritten. Similarly, the percentage of participation by the mem- 
ber casualty companies varies, the lowest participation being 3 percent and the 
highest 25 percent of the casualty risks underwritten.“ Although the obliga- 
tions and percentage of participation by member companies” is established in 
advance, the insurance policies issued to the assured are written generally in 
the name of only one of the member companies. In such cases the participation 
by other member companies becomes a form of automatic reinsurance. In cer- 
tain cases, however, the insured’s policy shows the member companies to be on 
the risk as direct co-insurers. 

The phrase “underwriting group,” which will be employed frequently through- 
out this report, refers to the complete management organization which includes 
both fire and casualty companies. The necessity for including within the same 
management organization both fire and casualty companies arises from the fact 
that in many states there is legislation which permits an insurance company 
to write only one of the three major lines of insurance, i. e., fire (and marine), 
casualty or life. By joining together a number of companies in each of the fire 
and casualty lines, the underwriting management groups can meet all of the 
insurance needs of various aviation interests. Risks which fire (and marine) 
companies can insure against include loss or damage resulting from crash or 
collision, fire, windstorm, hail, land damage, theft, and loss or damage to goods 
while in transit, while casualty insurance companies can insure against personal 
accident and all forms of liabilty—workmen’s compensation, liability for injury 
to passengers and third persons and damage to property. 

The pioneer management group in the American aviation insurance market 
was Barber & Baldwin, Inc. In 1932 this group was succeeded by the Aero Insur- 
ance Underwriters. Aero is an unincorprated organization underwriting avia- 
tion risks for a group of 29 fire and marine and 6 casualty insurance companies, 
26 of which are foreign admitted companies. The other two groups which now 
share the domination of the American aviation insurance market with Aero 
were organized in 1928. Associated Aviation Underwriters is an unincorporated 
organization underwriting aviation risks for the Marine Office of America and 
Chubb and Son, two groups of insurance companies, which together consist of 
27 fire and marine and 9 casualty companies, 4 of which are foreign admitted 
firms. United States Aviation Underwriters, Inc., is a corporation underwriting 


122A number of the member companies in the different groups have associate companies 
with whom they share their participation in the group business. ‘The percentages given 
are those of the member companies before any such sharing of their participation. 

13 These percentages do not mean, of course, that the member companies necessarily bear 
that percentage of any losses incurred, since substantial portions of the risk are in effect 
transferred to other insurers by reinsurance. Reinsurance practices are discussed at pages 
18-19 of this study. 
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aviation risks for a group of insurance companies consisting of 45 fire and marine 
and 13 casualty companies, all of which are domestic companies.“ 

Although it appears evident that the three underwriting groups together 
dominate the American aviation insurance market, no one group appears to be 
dominant over the others. There is no evidence that any one of the underwriters 
has been able to dominate the policies or practices of the market. The respec- 
tive volume of underwriting by each of the three groups over the last five years, 
moreover, shows a tendency toward an equilibrium wherein each group secures 
roughly a third of the total American aviation insurance business. Although 
two of the groups, Associated Aviation Underwriters and United States Aviation 
Underwriters, Inc., have large premium income from airline risks, the third 
group, Aero Insurance Underwriters, which underwrites no airline risks, has 
a sufficiently larger non-airline insurance business to bring its premium income 
to an approximate equality with the other groups. 

Another organizational feature of the present aviation insurance market is 
that the personnel of the underwriting groups is not concerned with problems of 
investing funds and other matters affecting the financial stability of the various 
member insurance companies. These problems are the concern and responsi- 
bility of the underlying member companies within the groups. 


2. Types of aviation insurance 


The underwriting groups today are providing a wide range of coverage for 
aeronautical risks. In describing the types of coverage available several dif- 
ferent methods of classification are possible. Classification can be made by 
dividing all coverage into the two categories of purchasers, airline and non- 
airline, and within these two broad eategories certain subclassifications can be 
outlined. 

The airline category includes all forms of insurance which the underwriting 
groups write for the scheduled air transport carriers.” Coverage for the airlines 
is divided into hull and liability insurance. Hull insurance, which is written 
by fire insurance companies, is intended to cover all the hazards pertaining to 
the aircraft and other airline property, while liability insurance, which is written 
by the casualty companies, covers the air carrier against liability to passengers, 
employees and third persons and against liability for damage to property. With- 
in the hull category are included such risks as fire and lightning, windstorm, tor- 
nado and cyclone, mooring (seaplanes), theft, perils of the air or crash and land 
damage. Liability insurance includes protection against such risks as public 
liability, passenger liability, property damage, airport and hangar keeper’s la- 
bility, baggage liabilty and workmen’s compenstion. 

Non-airline insurance presently being written is divided into several different 
classifications, the chief purchasers being grouped by the underwriters in the 
following classes: Industrial Aid, Flying Services, Private Pleasure, Manufac- 
turers, Civil Aeronautics Administration Civilian Pilot Training Program,” 
and Civil Air Patrol. Within the Industrial Aid category are included all those 
industrial enterprises which use their own aircraft to transport persons and 
property as an aid to the conduct of their business. Flying Services include 
flying schools and fixed-base operators who give flying instruction and conduct 
sightseeing and other charter operations. Within the Private Pleasure category 
are grouped those persons who use aircraft for pleasure and other noncommer- 
cial purposes, while the Manufacturers’ category includes the producers of air- 
craft and aircraft parts. The CPT Program and the Civil Air Patrol have been 
set apart by the underwriters as special categories which include all of the risks 
underwritten in connection with these programs because of the large volume of 
insurance which must be written under special terms. 

The owners of aircraft in these categories are provided hull insurance protec- 
tion against loss or damage of the craft. Manufacturers, for example, secure 
hull insurance for test flight of new aircraft to protect their investment against 
the risk of loss. Manufacturers also can purchase coverage on their aircraft 
during the time of storage and delivery to the purchaser. 


4*The insurance companies participating as members and associates of the respective 
groups are listed in Appendix I. 

4% Airline and non-airline purchasers also carry insurance other than that furnished by 
the three groups specializing in aviation insurance. Examples of such other coverage are 
bonding insurance, and fire and liability insurance on buildings and automobiles. 

%In the latter part of 1942 this became the War Training Service. The underwriters 
have, however, reported it in the same classification for insurance purposes. For con- 
venience, it will be referred to herein as the CPT Program. 
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Liability insurance also is available to the operators of aircraft in the above 
categories to provide against the liabilities which may be incurred to passen- 
gers, employees, third persons and for damage to property. Manufacturers can 
secure workmen’s compensation coverage and products’ liability insurance. The 
latter covers the manufacturer against liabilities arising from handling, use or 
condition of aircraft after the manufacturer has relinquished possession. In 
addition, there are several special categories of purchasers of aviation liability 
insurance such as operators of airports and hangar keepers who can insure 
against liabilities to third persons. 

Accident insurance for individuals or groups who fly as passengers or pilots 
is also provided by the present aviation insurance market. 

The relative amount of business transacted in each of the categories discussed 
above by all of the underwriters for whom data has been reported to the New 
York State Insurance Department by the Board of Aviation Underwriters” 
is disclosed in the following table for the five policy years 1937-1941, and for 
the policy year 1941, the latest year for which the Board has complete data. 


TaBLe I.—Distribution of business among the various classifications 


Percentage of total 
premiums 
Classifications ! 


; 
1941 | 1937-41 


I 


Manufacturers : : 
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Private pleasure 
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Industrial aid 
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1 Workmen’s compensation is not included. 
3 Insurance in this classification was not written until 1942. 


The three underwriting groups also are engaged in writing insurance for the 
War, Navy, and other governmental departments. With the exception of a 
discussion of the insurance arrangements of the CPT Program and the Civil 
Air Patrol, this aspect of the underwriters’ activities has not been touched upon 
in the Board’s investigation since it involves confidential military information. 

No insurance on air cargo (the equivalent of marine insurance) was re- 
ported by the Board of Aviation Underwriters, and the underwriting groups 
have indicated that they do not as such write any such insurance at present, 
although they sometimes arrange for it when requested. Air cargo is insured 
by individual marine companies, of which quite a number are members of the 
three underwriting groups. Apparently it is hoped by the managers of the un- 
derwriting groups that the groups will in the future write air cargo insurance 
on behalf of their member companies. 

With respect to war risks, Congress has provided insurance against war 
damage to property in the United States and its possessions. Aircraft operat- 
ing within the United States or its possessions can be insured by the War Dam- 
age Corporation under the terms of this statute.“ However, as the statute is now 
worded, aircraft operating outside of the continental United States and not in 
transit to a possession thereof can not be insured by the War Damage Corpora- 
tion against damage by enemy action. 


$3. Volume of business transacted 


The figures in Table II below represent the annual volume of direct premiums 
written by the three dominant underwriting groups during the eleven year 
period, 1932 through 1942. 


17 The data reported covers the insurance written by Aero Insurance Underwriters, Asso- 
elated Aviation Underwriters, United States Aviation Underwriters, Inc., the Employers 
Insurance group. and the Mutual Aircraft Conference. 

4856 Stat. 175 (1942) ; 15 USCA 606 b—2 (Supp. 1942). 
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Taste I1.—Direct Premiums Written on All Classes of Risks* 


Premiums; 


13, 303, 034 

11, 287, 073 

1 Figures for 1932-1937, reported to the New York Insurance Department by the Board 

of Aviation Underwriters, understate the volume of premiums written since workmen’s 

compensation is not included. Figures for 1938-1942 were furnished by the individual 

underwriting groups and totaled by the Board's staff. Direct premiums written are equiva- 

lent to net premiums of the individual groups, eliminating duplication arising from inter- 
group reinsurance but before foreign reinsurance. 


2 This figure must be read in light of the explanation thereof appearing on the succeeding 
page of this study. 


With the growth and development of American aeronautical enterprises, the 
dollar volume of business transacted by the three dominant underwriting groups 
has shown a marked rate of increase from year to year until 1942. Although the 
figure of $11,287,073 would indicate an apparent drop in premium volume in 1942 
as compared with 1941, this is not an accurate representation. Since one of the 
groups reported to us on a policy year basis their true volume of premiums 
attributable to the year 1942 would not be ascertained until sometime after the 
expiration of the calendar year 1942. Likewise, none of the groups reported to 
us the premiums on any business which they wrote for the War and Navy Depart- 
ments. Were these premiums added to the $11,287,073, reported for 1942, the 
result very likely would show that there had been an increase in volume over 
1941. It is noteworthy that premium volume in 1942 from pre-war sources has 
remained as high as it did in view of the fact that civilian flying was substan- 
tially curtailed and that multimotored airplane units in scheduled domestic air 
transportation decreased in 1942 from 342 to 166 as a result of conversion to 
military use. This decrease in the number of airplane units was, however, offset 
in part by greater utilization of the remaining aircraft and by the increases in 
the average loads which were carried thereon in 1942.” 

The rapid growth in premium volume as indicated by Table II gives a foretaste 
of the extent to which aviation insurance will grow and the importance it will 
assume when the present wartime limitations on the operation and expansion of 
civil aviation are removed. 


4. Losses, costs and profits 


To reflect the underwriting results of the three aviation insurance groups, 
statistics were collected showing the total premium income, the losses (including 
loss expenses), and the general expenses of doing business. The underwriters 
submitted data for all classes of business for five years, 1937-1941, and for 
airline business alone for the eight year period, 1934-1941, as representative of 
their underwriting experience. These figures were consolidated by the Board’s 
staff to show the volume of premiums, losses (including loss expense) incurred, 
general expense of conducting the business, and the balance of premiums avail- 
able for profits for the three underwriting groups combined. Table III on page 
11 reflects the underwriting results for all classes of business for the years 
1937-1941, inclusive, classified according to hull and casualty risks. Table IV 
on page 11 shows the underwriting results for scheduled airline risks alone by 
the same classifications for the years 1934-1941, inclusive. 


1” Although airplane units in scheduled domestic air transportation decreased 51% during 
the calendar year 1942, revenue passenger miles increased 2.4% over the calendar year 
1941. In general, on liability insurance policies premium rates are calculated on the basis 
of passenger miles, while on hull insurance policies premium rates are calculated on the 
declared value of the equipment. 
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Tables V and VI on page 12 show, in a less complete fashion, the underwriting 
experience for non-airline risks for the years 1937-1942, inclusive, according to 
two different methods of classification. The data for Tables V and VI were 
taken from the reports of the Board of Aviation Underwriters to the New York 
State Insurance Department. 

In all instances the data contained in Tables III to VI are the latest data 
which have been made available to the Board. As used in these tables the 
category of “general expenses” includes all of the general expenses of conducting 
the business, including brokerage commissions, but excludes those expenses 
directly assignable to particular losses, usually referred to as loss expenses. 
The category of “losses” includes both the actual amount of claims paid and the 
expenses directly assignable to the settlement of individual claims. 


TABLE III.—AIll classes, consolidated experience of 3 underwriting groups, 1937-41 


Hull Total casualty ! 





Amount | Percent of| Amount | Percent of 





premiums premiums 
eo tekwaneemuuanen |$16, 574, 093 | 100.0 '$17, 916, 181 | 100.0 
OSS ELE LEE ALDI DDE, | 4.756, 765 | 28.7 | 4,998, 614 27.9 
Balance available for losses, profits and reserves_.__.._- 11, 817, 328 71.3 | 12, 917, 567 72.1 
EG tat A Sec wdl bib blenlelh endo ddbduceded 9, 194, 972 | 55.5 | 6,611, 980 | 36.9 
Balance available for profit and catastrophe reserves....| 2, 622,356 15.8 


| 6, 305, 587 | 35. 2 








1 Includes aircraft, airport and miscellaneous liability, accident and workmen’s compensation. 


Tas_LeE 1V.—Scheduled airlines, consolidated experience of 3 underwriting groups, 





1934-41 
Hull Aircraft lia- lw /orkmen’s com- All casualty ? 


| 
| 
| 
i 


Amount | Per- | Amount | Per- | Amount | Per-| Amount | Per- 











bility 1 | pensation a 
| 
| 
| 


cent | cent cent cent 

ai | — — — ‘ . 
ee $5, 520, 594 |100. 0 ($8, 272, 289 |100. 0 |$3, 619, 619 |100.0 |$12, 190,930 | 100.0 
All expenses _. ----| 1,302, 860 | 23.6 | 2, 175, 612 | 26.3 | 901,285 | 24.9 | 8,157,451 | 25.9 
Balance available for _ losses, | | 

profits, and reserves__........_| 4,217,734 | 76.4 | 6,096, 677 73.7 | 2,718,334 | 75.1 | 9,033,479 | 74.1 
Losses -- neance| 2) COB, 310 | 42.9 | 4,633, 096 56.0 1, 610, 268 | 44.5 6, 384, 771 52.4 
Balance available for profit and 

reserves 


Sa Ue Reaches lotta ctnetebshtee | 1,849, 424 | 33.5 | 1, 463, 581 | 17.7 | 1, 108,066 | 30.6 |} 2,648,708 | 21.7 
| | | | | 


1 Passenger liability, public liability, and property damage. 
2 Includes passenger liability, public liability, property damage, airport liability, miscellaneous liability, 
workmen’s compensation, and personal accident. 


Tas_e V.—Nonairline classified experience by type of risk,’ 1937-42 

















| Premiums | Incurred | Loss ratio 
losses 
ae Sat tl re ry Se! Bag ok “ete Wi Bers $15, 768,662 | $8, 449, 904 53.6 
SS... 2d. nich Bh bccn heuccbinéeiasdndedée inte deehbeenke’ 4, 663, 612 | 1, 280, 420 27.5 
I as 2, 209, 295 588, 931 26.7 
ee eae ee eee 1, 560, 804 192, 565 | 12.3 
IIIS 2. dp taecedand coset. ccckeekaeaebdbnnte | 1, 012, 512 | 409, 054 40.4 
ee nnn ne ent | 25,214,885 | 10, 920, 874 43.3 


1 This table was compiled from data submitted by the Board of Aviation Underwriters to the New York 
State Insurance Department. 
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TaBLE VI.—Nonairline classified experience by type of purchaser,’ 1937-42 

















Hull Casualty 
| | 
Premiums | Losses Less Premiums Lasses Loss 
incurred | ratio | ineurred ratio 
| 
Manufacturers_._......._--- wqttlbeteninah $8, 220,751 | $4, 265, 472 | 51.9 | $657, 584 | $375, 082 57.0 
Flying services... -.......-.......---...| 3,910, 726 2,441,853 | 62.4 1, 043, 212 343, 253 32.9 
Private pleasure - ....................- 2, 111, 892 1, 131, 776 53.6 | 749, 782 48, 612 6.5 
pg | eS eee ec eee see Mae 1, 110, 314 | 318,606 | = 28.7 | 496, 498 35, 827 7.2 
Gietl Alp Pateeh snc sub sietatess case 414, 979 292, 197 70. 4 248, 561 18, 696 7.4 
tli sincere nie ralacenneebatin ah I satiate inertness Ri Comesiatia as |--n----- 3, 171, 684 | 1,023, 984 32.3 
Girone pant STO. « .... cook c ee ila tuchdbas Ee aia-ar cadakateaten eas J5e SS | 2, 413, 787 | 398, 575 16.5 
Mivoort Tabi 3 «nnn oes. scesce a | aaah deen adie) sale ood | 516, 138 169, 450 32.8 
PIES TRDUIGT yw cnn nin dwim sontndine ated tatiana ini aitaaatenere Etiam 102, 534 | 12, 461 12.2 
Baggage liability..........-...---__._- See eae eee Se arenetha 36, 108 | 44,431 | 123.1 
Hangar keepers’ liability.......------- Piel ot sen | ith dees i geroas 10, 335 599 5.8 
i ! | 





! This table was compiled from data submitted by the Board of Aviation Underwriters to New York 
State Insurance Department. 





The amount of losses (including loss expenses) and the loss ratio, that is, the 
ratio of losses to premiums, are important considerations in evaluating the un- 
derwriters’ experience. As is evident from Table III, during the period from 
1937 to 1941 hull losses on all aviation risks were 55.5 percent of the premiums 
of this class of business, and casualty losses were 36.9 percent of casualty 
premiums. Examination of the more detailed classification of the non-airline 
risks, particularly that reflected in Table VI, discloses that loss ratios varied 
widely among the different classifications. However, among the categories pro- 
ducing premiums of a million dollars or more the highest loss ratio was 62.4 
percent, and in four of seven such classifications the loss ratio was less than 35 
percent. The average for all non-airline experience was a loss ratio of 43.3 per- 
cent, and for all airline experience a loss ratio of 49.4 percent. 

Another consideration of importance in evaluating the underwriters’ experi- 
ence is the general expense of doing business. During the five years, 1937-1941, 
in the hull classification the combined general expenses for all underwriters 
were 28.7 percent of the combined premiums, while in the casualty line they 
were 27.9 percent. In airline insurance alone the underwriters’ general expenses 
of doing business were 23.6 percent of hull premiums and 25.9 percent of casualty 
premiums during the eight years, 1934-1941. It should be kept in mind that the 
foregoing are average figures representing the combined experience of all of the 
underwriting groups. There is in fact a substantial difference among the three 
aviation underwriting groups in their general costs of doing business. 

It is of interest that the percentage of the premium dollar required to meet the 
underwriters’ general expenses of doing an aviation insurance business is smaller 
than in certain other lines of insurance. In automobile liability insurance, for 
instance, these expenses in 1940 averaged 37% of the premiums paid. In general, 
therefore, it appears that the underwriters of aviation risks might operate profit- 
ably with a higher loss ratio than could be done in certain other lines of 
insurance. 

The sums remaining after paying losSes and general expenses are available for 
profits and reserves to meet catastrophe losses. There is no evidence, however, 
that any special catastrophe reserves have in fact been created by the three un- 
derwriting groups, and it apparently is not correct to speak of catastrophe re- 
serves as though there were a fund, or even an earmarking of profits on the books, 
for that purpose. 

The percentage of premiums which was available for profits during the periods 
covered in Tables III and IV is substantial. During the five year period, 19387- 
1941, the sum available for profits from all classifications of risks was $8,927,943, 
or 25.9 percent of the premiums therefrom, while on airline risks alone for the 
eight year period, 1934-1941, the sum available for profits was $4,498,132, or 25.4 
percent of premiums. This means that for every dollar of premium written the 
underwriters during the periods in question earned profits of more than twenty- 
five cents. As against these profits there remains only the contingency that the 
underwriters will in the future have to draw on such profits to meet some excep- 
tional loss in the event of a catastrophe. 
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An additional source of profits which the underwriters may realize as a'‘résult 
of their underwriting activities, but which are not reflected in Tables III and IV, 
is income from investment of part of the premiums received which, in casualty 
lines particularly, may be in the hands of the underwriters for substantial pe- 
riods of time between their receipt from the assured and payment to claimants 


in settlement of claims. No data respecting the extent of any such profits have 
been collected by the Board. 


5. Rates 


The profits which the underwriting groups earned during the periods reflected 
in Tables III and IV were undoubtedly very high. Viewed as a matter of hind- 
sight, they appear to have been unnecessarily high, and a continuation of profits 
at that level as aviation insurance becomes a more stabilized business would be 
unwarranted. Nevertheless, though actual experience may have proved the 
rates charged during the periods reviewed to have been higher than actually 
needed, it does not necessarily follow that the rates were unfair and un- 
reasonable when fixed by the underwriters, or that there were not present in 
reasonable degree in the aviation insurance market factors which would, over 
any substantial period of time, operate to keep premium rates within the range 
of reasonableness. Furthermore, it should be noted that in the past several 
years there have been frequent adjustments downward in the rates, so that 
even if it were concluded that rates were too high in the past, there would 
remain the possibility that the aforementioned adjustments may have reduced 
present rates to levels which are fair and reasonable. 

The actions of the underwriting groups with regard to the reduction of rates 
demonstrate that there were active in the aviation insurance market factors 
requiring or stimulating rate adjustments in line with underwriting experience 
in the various classifications of aviation risks. From time to time throughout 
the periods reviewed the underwriting groups lowered their rates on various 
classifications of risk, both airline and non-airline. In many-instances reduc- 
tions took the form of broadening the scope of the risks covered without in- 
creasing the premium. In some instances the basis of computing the premium 
was changed. As among the airlines there was no uniformity of action and the 
reductions varied widely, with the actual loss experience of the individual air- 
lines apparently having an important influence on the action taken. Finally, 
in 1939 the two groups underwriting airline risks began offering some of the 
airlines, primarily the larger ones, profit-sharing or modified retrospective-rating 
plans, although here again the plans were not always uniform even as among the 
airlines insured by the same underwriting group. Because of all of these fac- 
tors it has not been feasible as a result of the Board’s investigation to state 
the amount of the reductions in statistical terms for most classifications of risks. 
As to such classifications, it can only be stated in general terms that the rates 
at the end of the period studied were substantially lower than at the beginning 
thereof, and had the present rates been in effect throughout the period, the 
loss ratios experienced by the underwriters would have been materially higher 
than they were. 

In the classification of airline passenger liability insurance, however, the 
Board has been able to develop, from information already in its files,” data 
which appear to furnish a reasonably accurate guide to the trend of rates for 
such insurance. The following summary taken from Table 2 of Appendix II 
attached hereto shows a comparison of the passenger liability insurance costs 
of all domestic air carriers for the years 1938, 1942, and 1943. 


*® This data was derived from information regularly reported to the Board in the 
monthly reports (Form 2780) of the air carriers and from information contained in the 
reports of audits by the Board. 
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Summary of passenger liability insurance costs * 


Revenue | Rate per Percent of 


passenger Amount revenue pas-| reduction 
miles senger mile from 1938 
(mills) 


SDs dbbibiimadsl > ince tnisd cinhnmtintad dentine tne eae 475, 599, 717 $845, 329 


| 1. 27SB Lanabeombens 
ed 1, 397, 526, 750 1, 433, 727 1. 0259 42.3 
es. RE) ME SALE RS 1, 611, 975, 528 1, 390, 893 | _ 8628 51.4 


1 From 1938 to 1941, inclusive, under the Uniform System of Accounts then in effect, the cost of passenger 
liability insurance was reported in a single account along with several other kinds of insurance. herefore, 
the cost of passenger liability insurance for 1938 is necessarily an estimate and is predicated upon the rates 
in effect in 1938, according to the Board’s audit reports. However, the revised Uniform System of Accounts 
which became effective Jan. 1, 1942, requires that the cost of passenger liability insurance be reported 
separately, and the figures for 1942 and 1943 are the amounts so reported during those years, except that 
December 1943 is estimated at the same rate per revenue passenger mile as reported for November 1943, 





A further guide to the trend of rates for airline passenger liability insurance 
is to be found in the analysis of the reported costs of flying liability and compen- 
sation insurance contained in Table 3 of Appendix II, a summary of which 
follows: 
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The foregoing summary has the advantage of giving figures for every year 
since 1938 and discloses the regularity with which the cost of flying liability and 
compensation insurance per passenger revenue mile has come down. As an in- 
dex to insurance rates, however, these figures are subject to certain reservations. 
Although an estimated 85 percent of the reported costs are for passenger liability 
insurance, and the cost per revenue passenger mile is therefore indicative of the 
trend of such insurance,” it must be remembered that the remaining 15 percent 
of flying liability and compensation insurance is not related to revenue passen- 
ger miles and does not vary with them. Consequently, the tremendous increase 
in average passenger loads per plane mile realized since 1938 results in a much 
greater spread of the fixed portion of such costs when related to revenue passen- 
ger miles. This table therefore overstates the trend of reduction in passenger 
liability rates by a margin of at least several percent. But even so, the approxi- 
mate extent and regularity of reduction in such rates is apparent. 

Unfortunately, the data available to the Board in reports regularly made to 
it does not permit of even a reasonable approximation of the trend of rates in 
other classifications of airline insurance, either because the insurance costs of 
various classifications of insurance are not separately reported, or because we 
do not have data for the appropriate unit of measurement. The Board, of 
course, has no data whatsoever regularly reported to it as to the cost of non- 
airline insurance in any classification of risks. 

In considering whether adjustments in rates have been made with sufficient 
promptness and to the fullest extent necessary to provide the purchasers of 
aviation insurance with the lowest reasonable rates, due account must be taken 
of the circumstances existing throughout the periods in review. Account should 
be taken of the fact that basically aviation has been and still is in a develop- 
mental stage, without a long history of actuarial experience upon which to 
predicate underwriting activities. During the periods in question, there was an 
almost constantly improving safety record in aviation generally, and included 
therein was the remarkable feat of the airlines in going for seventeen months 



























2% The measuring of the trend of rates for passenger liability insurance in terms of the 
net cost per revenue passenger mile is ——e appropriate since the premium rates for 
such insurance are almost universally quoted in terms of an amount per passenger mile. 
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without a fatal accident, an experience which the underwriters could scarcely 
have been expected to anticipate. Aviation’s safety record, of course, has a 
direct bearing upon the loss experience in aviation insurance. Undoubtedly 
rates during this period lagged behind the trend of improvement in losses, but 
this would seem to be the natural consequence of a steadily declining hazard. 
It is understandable that the underwriters should have been reluctant in a 
field as new as this one to project a continuation of the trend. 

Furthermore, many experts in insurance will question whether the relatively 
short period of years reflected in our figures is of sufficient length to serve as a 
foundation for final judgment as to the level of rates in a field of insurance 
which can not be regarded as having become fully stabilized, and in which there 
has existed the hazards necessarily incident to a limited spread of risks. In 
some of the classifications of risks underwritten, and particularly airline casualty 
risks and manufacturers’ risks, the values insured on single risks are high in 
relation to the total premium volume, even at rates which, measured by past ex- 
perience, allow a substantial margin. The danger of total loss is also great. 
Hence, a very few accidents can alter the loss ratio from one extreme to the 
other, and may quite possibly result in claims which not only exceed the annual 
premium volume, but may draw heavily upon the profits accumulated under past 
experience.. Until the volume of risks underwritten in such classifications be- 
comes greater, the narrowness of the spread presents a possibility of severe re- 
versal for the undewriters which is very difficult to appraise in actuarial terms 
and makes the rating of such risks difficult and liable to substantial margins of 
error. The efforts of the underwriters to protect themselves against any such 
hazards may have been a factor contributing to the high profits earned by them. 

On the other hand, it may be urged that even though the underwriters acted 
reasonably in fixing rates, they did in fact turn out to be higher than was neces- 
sary, and that profits were proportionately high. In relation to airline risks, 
such a general margin of profit from airline accounts over a span of eight years, 
despite the rate reductions effected, suggests that the underwriting groups have 
regularly tended to fix the rates at too high a level. During a period when 
scheduled air transportation and other phases of aviation were in a develop- 
mental and expanding stage, relatively high rates may have been an inevitable 
result of the needs of the underwriters to guard against unusual hazards con- 
cerning which no substantial volume of experience had been accumulated to 
serve as a guide. Such a situation creates the possibility, of course, that if loss 
experience does not exceed, that actually anticipated, profits will be very sub- 
stantial, and aviation will be burdened with an insurance cost which is dis- 
proportionately high. This naturally leads to inquiry whether it is not possible 
to devise means by which the underwriters can be afforded an adequate margin 
against uncharted hazards while the business is in its development stages and 
the purchasers of insurance at the same time be protected against unnecessarily 
high rates in the event that the loss experience turns out to be favorable. 

The only method which appears to have been devised for this purpose in avia- 
tion insurance is the use of modified profit-sharing or restrospective rating plans. 
Such plans were put into effect with respect to the insurance written for some 
of the airlines, first appearing in most instances in 1938 or 1939. Most of these 
plans simply provided for returning to the airline concerned a portion of the 
profits which would otherwise have been earned by the underwriter if the loss 
experience were favorable.” Most of the plans did not provide for any in- 
creases in the premiums assessed if the loss experience were unfavorable, al- 
though a few of the plans did provide for retrospective increases up to stated 
limits in the event that the loss experience exceeded prescribed ratios. 

During the course of the Board’s study one of the underwriting groups, in 
apparent recognition cf the fact that premium rates charged airlines had per- 
mitted the accumulation of large profits, announced to all the airlines insured 
by it a new airline insurance plan™ which represents a further effort to solve the 
complex problems of adequate adjustment of premium rates to the actual experi- 
ence of loss in airline insurance. 

This plan, having as its purpose the establishment of a maximum ceiling upon 


#2 The details of these plans varied among the several airlines considerably, but in general 
the plans provided for refunding to the airline approximately 25% of the difference between 
the actual losses on its risks and a stated percentage (usually from 70 to 80%) of premiums 

aid. In each of these plans the refund was determined solely with relation to the 
ndividual loss experience of the airline concerned. 

*% Plan of Associated Aviation Underwriters sent to its airline accounts May 6, 1943. 
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underwriting profits derivable from premium income, employs the principles 
of retrospective rating and the pooling of the experience of a number of airlines 
in order to achieve a proper and reasonable adjustment of premium rates to 
loss experience over a given period of time. The essence of the plan is to examine 
at the end of three years the loss experience on all airline insurance policies, 
except workmen’s compensation, which have been in effect with the group continu- 
ously throughout the period. The three-year experience on all such policies will 
be combined and return premiums, brokerage, incurred losses and allocated loss 
expense will be subtracted from total overall premiums. If the remainder exceeds 
2914 percent of the original premiums, all such excess will be returned to the air- 
lines in proportion to the extent to which the respective airlines contributed to 
such excess. In this proposed plan the 2914 percent of original premiums retained 
by the underwriting group is to provide its cost of management and its profits. 
One feature of this plan is that it contains no penalty provisions for the assess- 
ment of additional premiums against the assured companies in the event that the 
losses during the period exceed any predetermined level. 

The plan is commendable in its aim to return to the airlines excessive under- 
writing profits. If this plan, for example, had been in effect for all airlines 
during the eight-year period, 1984-1941, between one and two millions of 
dollars, depending upon the amount of brokerage commissions, would have been 
returned to the airlines by the underwriting groups as excessive profits. 

However, if this or any similar plan is to be effective in keeping rates (after 
deducting return premiums) at a reasonable level, it will be necessary that the 
participants examine from time to time the reasonableness of the percentage of 
premiums set aside for overhead expenses and profits, and that the group offering 
the plan make such adjustment in the percentage as further experience indicates 
to be appropriate. Likewise, care will have to be exercised to assure that the 
profit-sharing aspect is not used to establish initially higher premium rates than 
necessary in reliance on the fact that abnormal profits will be returned in the long 
run. The underwriting group has stated categorically that rates will not be 
so fixed, but it seems invitable that within the available range there will be some 
inclination to be certain that the group realizes the full 29% percent. 

Two groups of insurance companies not now underwriting scheduled airline 
risks likewise recently proposed airline insurance plans which provide against 
overall profits to the underwriter greater than a stipulated percentage of pre- 
miums earned.™ 

The plan proposed by Associated Aviation Underwriters and the plans con- 
sidered by the Air Transport Association Insurance Committee are commendable 
efforts to solve the problems incident to keeping airline premium rates properly 
adjusted to actual experience. Each of these plans involve the principles of ret- 
rospective rating and the pooling of risks by all airlines insured by the given 
groups. It is possible that other solutions to these problems can also be found. 

It should be noted, moreover, that the plans discussed above apply only to 
airlines, and there appears to be no reason to anticipate any similar develop- 
ment in connection with non-airline insurance. To the Board’s knowledge, no 
proposals similar in general purpose or outline have been suggested for applica- 
tion with respect to any classification of non-airline insurance as a means of 
keeping premium rates therein properly adjusted to actual experience. 


IV. FOREIGN PARTICIPATION IN THE AMERICAN AVIATION INSURANCE MARKET 


1. Extent of foreign participation 


American aviation enterprise requires insurance protection against losses 
which could be very high upon a single risk. For example, some American air- 
lines purchase coverage for over a million and a half dollars against liabilities 
Which may arise from injury to passengers in a single aircraft accident. In 
such a case the aviation insurance group underwriting that airline’s risk issues 
a policy insuring the airline for the total amount, and then reinsures™ portions 
of the risk with insurance companies not members of the group. Similar pro- 
cedure is followed with respect to other classifications of risk. 


* Report on Air Transport Insurance by the Air Transport Association of America, March 
27, 1943, pp. 1-46. 

* Reinsurance may be defined generally as the practice whereby one underwriter (the 
original insurer) transfers his liability under the policy, either in whole or in part, to 
some other underwriter or group of underwriters known as the reinsurers. 
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-|Bach of the underwriting groups have reinsurance contracts, technically 
known. as reinsurance “treaties”, which establish arrangements whereby the 
original underwriting group passes on to other insurers agreed portions of the 
risks underwritten, with the result that the underwriting group will be in- 
demnified for some part of the losses incurred on risks which it underwrites. 
The terms of the reinsurance treaties vary considerably among the several 
groups as to the portions of the risks underwritten which are retained by the 
underwriting group (referred to as net retention) and the portions which are 
transferred to the reinsurers. It is necessary, however, to discuss the reinsur- 
ance arrangements of the three underwriting groups in such general terms that 
the individual arrangements are not revealed, because the data on reinsurance 
was given to the Board by the underwriters only on condition that the details 
thereof would be regarded as strictly confidential. Consequently, the situation 
with regard to reinsurance can only be explained by a hypothetical illustration. 

When an airline purchases a policy to protect it against liabilities to pas- 
sengers not to exceed one and a half millions of dollars per aircraft accident, 
under arrangements previously made with the reinsurers, the direct under- 
writers are indemnified against all losses over a given figure, termed “excess 
losses”, which are borne solely by the reinsurers. The figure at which this 
excess coverage begins varies both as among the groups and for different classi- 
fications of risk, but it is generally between $100,000 and $300,000, depending 
upon the type of risk. Losses on airline risks below the excess limits are also 
shared with the reinsurers on an agreed percentage basis. The percentage of 
the losses below the excess limits which are borne by the reinsurers likewise 
varies between the groups, ranging upwards from approximately one-fourth of 
these losses. As a result of such reinsurance arrangements none of the excess 
losses are borne by the direct underwriting groups, and even the losses below 
the excess limit are shared by the reinsurers, so that the direct underwriting 
groups do not bear any part of the airline risk alone, and the reinsurers bear 
all of the excess losses and participate in every dollar of loss below the excess 
limits. This practice of sharing even losses below the excess limits with the 
reinsurers is likewise followed in all cases of non-airline insurance by two of 
th» groups, and to some extent by the third group. 

The reinsurance arrangements outlined above are reflected in the division of 
the premiums between the underwriting group and the reinsurer. For example, 
if the reinsurer agrees to indemnify the underwriting group against a fourth of 
losses for passenger liability coverage up to two hundred thousand dollars, the 
premiums paid by the assured for that portion of the risk are divided in the 
same proportion between the underwriting group and the reinsurer. The rein- 
surer, by agreeing to reimburse the underwriting group for a fourth of the losses 
up to the limit of two hundred thousand dollars, would normally become en- 
titled to a fourth of the premium. The reinsurer by assuming the liability on 
all losses in excess of the agreed limits also receives an additional portion of 
the gross premium. However, the expense of securing and of servicing the en- 
tire risk is borne in the first instance by the direct underwriting group. Ac- 
cordingly, the reinsurer participates in that expense by paying the underwrit- 
ing group as a commission a portion of his share in any premium. Thus, the 
reinsurer may return from twenty to thirty three percent of his share of the 
premium as commission to the direct underwriting group. The amount of this 
commission as agreed upon between the underwriting group and the reinsurer 
varies, and is the real measure of how gool a reinsurance contract the direct 
underwriter has obtained. 

The three leading underwriting groups reinsure among themselves and with 
foreign reinsurers. The amount of reinsurance among the three groups, how- 
ever, has not been large, and some of it is placed for the purpose of achieving 
an approximately equal division of non-airline business among themselves. 

On the other hand, reinsurance abroad has been substantial, and, in fact, the 
British insurance market has been the primary source of reinsurance for our 
aviation insurance market. Table VII on page 20 shows that the percentage of 
premiums for reinsurance with foreign insurers has averaged 48.1 percent of the 
total premium of the three groups during the five year period, 1988-1942. Dur- 
ing this period the three underwritiing groups paid $20,911,131 in premiums 
for reinsurance abroad, while at the same time these groups have reported only 
$6,471 of reinsurance flowing to them from foreign insurers. 

There has, however, been a substantial decline in the percentage of premiums 
going abroad from the exceedingly high proportion of 62.5 percent in 1938 to 
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42.2 pereent in 1942, although the latter was slightly higher than the percentage 
in 1941, which may indicate an arresting of the apparent trend of decline. The 
explantion of the decline since 1938 in the percentage of premiums ceded for 
reinsurance abroad is not known, but the increase in net retention by insurance 
companies domiciled in this country which this trend apparently indicates ap- 
pears to represent a desirable development. 

Foreign participation in the American aviation insurance market is not lim- 
ited to reinsurance abroad. The premium remaining in each underwriting group 
after reinsurance abroad are divided among the companies within that group 
and the membership of two of the groups includes many foreign owned compa- 
nies admitted to do business in the United States.* The participation of the 
foreign owned companies which are members of the aviation underwriting 
groups amounted to an average of 16.9 percent of the total direct premiums writ- 
ten during the five year period 1938-1942, as is shown on Table VII. The pre- 
miums going to these foreign companies admitted to do business in the United 
States have not only increased both in dollar volume and in percentage of total 
premiums, but they have increased at a rate more rapid than the growth of total 
premiums. Thus, while total premiums have increased during the five years 
1988-42, from $4,117,298 to $11,237,073, the amount of premiums going to for- 
eign owned companies admitted to do business in this country has increased from 
$368,861 to $2,470,964, and in 1942 constituted 21.9 percent of the total premiums. 


TaBLe VII.—LHoatent of foreign participation in the American aviation insurance 

















market 
Premiums ceded | Participation by | Total participa- 
for reinsurance foreign ad- tion by foreign- 
Direct abroad 2 mitted com- owned interests 
Year premiums panies 
written ! fre 
Amount | Per- | Amount | Per- | Amount | Per- 
cent? cent ® eent* 
ET ats aon ited hemes a aecgmaasanian $4, 117, 298 |$2, 572,966 | 62.5 | $368,861 | 9.0 ($2,041,837 | 71.6 
eo. iva cedeen dette qaedinndial 5, 796, 788 | 3,392,762 | 58.5 790, 593 | 13.6 | 4, 183, 355 72.2 
PT thictusdbuqhoctnidnhs sity adatiichod ma pea 9, 011, 379 | 4, 576,966 | 50.8 | 1,350,445 | 15.0 | 5,027,411 65.8 
a Ea ll wien ihe niaattinianinl 303, 034 | 5,600,891 | 42.1 | 2,352,733 | 17.7 | 7, 058, 624 59.8 
Tata o02,5 aE, a tnesgnecenieirgcvareaindaiprened -|11, 287, 073 | 4,767, 546 | 42.2 | 2,470,964 | 21.9 | 7, 238, 510 64.1 
SUNDER, «ie cicdddelwotdsscskak 8, 703, 114 | 4, 182,226 | 48.1 | 1,466,719 | 16.9 | 5,648,045) 64.9 


1 Direct premiums written are equivalent to net premiums of the individual groups, eliminating duplica- 
tion arising from intergroup reinsurance but before foreign reinsurance. 

2 Before deduction of commissions to the direct underwriters. 

4 Percent of direct premiums written. 


As previously pointed out the Employers Insurance Group, the Mutual Air- 
craft Conference and the Peerless Casualty Company underwrite certain aviation 
risks. The Employers Insurance Group have reported that a portion of their 
risks is reinsured abroad, but the extent to which the latter two underwriters 
reinsure abroad is not known. 

One other possible source of foreign participation in the American aviation 
insurance market is the direct underwriting of risks by foreign interests not 
admitted to do business in the United States. In so far as appears from the 
Board’s investigation, there has been little such underwriting to date. Of the 
scheduled airlines, only one of the smaller domestic carriers has placed its insur- 
ance directly with the British insurance market. All of the other scheduled 
airlines have placed practically all, if not all, of their insurance with the Ameri- 
can underwriting groups. In a few instances it is understood that some of the 
larger airlines have acquired directly from the foreign market insurance covering 
excess losses above the very high limits already written by the American under- 
writers. Such excess losses represent a very remote contingency and the amount 
of premiums involved are necessarily very small. The Board does not know to 
what extent nonairline risks have been insured directly abroad. 


* The names of the participating companies and whether they are domestic or foreign 
owned are shown in Appendix I. 
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2. Results of foreign participation in the insurance of American aviaiton risks 


The question whether any results harmful to the development of American 
aviation or to our national interests generally might possibly flow from the 
extensive participation of foreign insurance interests in the underwriting’ of 
American aviation risks is one which merits careful examination, particularly 
since there are several aspects of foreign participation in the insurance of risks 
in older and better developed fields of insurance endeavor which have been con- 
sidered important. These aspects of foreign participation deserve consideration 
here to determine whether they have been or now are significant in the field of 
aviation insurance, or whether they may become significant if the hoped for 
expansion of transportation by air in international commerce is realized. 

Insurance on cargo may have an important influence on the distribution 
of traffic among the carriers offering the desired transportation services. Con- 
sequently, if in the future American air carriers are to participate in foreign 
commerce by air to the greatest extent possible, insurance must be available to 
shippers using such carriers at a cost which will compare favorably with the cost 
of insurance on foreign air carriers.” Although international air transporta- 
tion has not developed sufficiently to illustrate the powers of insurers to influ- 
ence the movement of air traffic, the significance of such power can be observed 
by examining marine transportation, in which the cost of cargo insurance can 
be sufficient to eliminate the expected profit of the shipper. Because insurance 
premium rates on a shipper’s cargo are usually quoted according to which marine 
carrier is used, an alert shippef gives preference to the steamship operator which 
permits him the lowest insurance costs. American steamship operators have 
complained that variations in the premium rates have influenced shippers in their 
choice of carrier to the disadvantage of American operators. The use of this 
insurance power as a commercial weapon was summarized in a report by a 
committee of the United States Chamber of Commerce, headed by Gen. J. G. 
Harbord, as follows: 

“Marine insurance has for years been regarded as a national commercial 
weapon which, when properly coordinated with banking and shipping, can be 
effectively used in acquiring and controlling important channels of trade. * * * 
In foreign countries the importance of team play between marine insurance com- 
panies, exporters, and shipping interests is recognized. Because of this it is 
possible for marine insurance companies to offer such differentials in insurance 
rates as to throw the imports and exports to vessels of their own nationality.” ® 

Under the present reinsurance arrangements of the aviation underwriting 
groups with foreign insurers, the rates for the various classifications of aviation 
risks apparently are fixed by the American underwriting groups and are ac- 
cepted by the foreign reinsurers in reliance upon the judgment of the former. 
There appears to be nothing in the present reinsurance arrangements which 
would require or induce any discrimination against American air carriers in 
the quotation of insurance rates. It may be noted, however, that higher ex- 
penses of conducting an insurance business in the United States may necessitate 
higher rates to risks insured with American underwriters than foreign risks 
can secure directly from the London or other foreign markets. 

Insurance relationships may also serve as the occasion and medium for the 
transmission abroad of information which could be used by foreign interests 
to the detriment of our foreign commerce, and in some instances perhaps, even 
to our national security. The problems which result from this aspect of foreign 
participation are not related primarily to the extent of such participation in 
the insurance or reinsurance of individual risks, but rather to the number and 
type of the risks in which there is any foreign participation of such a character 
that information regarding the risks insured is required to be delivered to 
foreign insurers. 

Insurers necessarily become the depositories of detailed information con- 
eerning the flow of foreign commerce and many other aspects of the economic 
life of the nation. If insurance or reinsurance is placed abroad, substantial 
information concerning the risk may have to be sent to the foreign underwriter. 


* Air cargo insurance for the most part is now written by the marine insurance com- 
panies. The groups specializing in writing aviation insurance have expressed a hope to 
write air cargo insurance as the volume of such cargo increases. 

% Report of Committee I of the National Merchant Marine Conference, “Relation of the 
Merchant Marine to American Foreign Trade and the National Defense.’’ November 1. 1925. 
as printed in Hearings before the Committee on Merchant Marine and Fisheries, House of 
Representatives (1928) p. 826. 
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In marine insurance, for example, the usual practice has been to identify the 
risks reinsured by indicating the name of the ship, the ports, the times of arrival 
and departure, the routes, and the cargo. Information appropriate to identify 
the risk may be given in other kinds of insurance. 

Information of this nature, if it fell into the hands of foreign competitors of 
United States enterprises engaging in foreign commerce, could be of substantial 
aid to such competitors in their efforts to acquire for themselves the business 
now flowing to our exporters. The importance which attaches to such infor- 
mation commercially, and the necessity for adequate American insurance facili- 
ties as means of promoting and preserving our foreign commerce, is summarized 
in the following excerpt from a Congressional study of this subject: 

“Possession of sufficient marine insurance facilities free from foreign con- 
trol, is also essential for the proper safeguarding of commercial information. 
Our recent experience with German insurance and reinsurance companies should 
make unnecessary further proof that marine insurance companies acquire vital 
trade secrets exceedingly useful to the nations they represent. Underwriters 
know the cargoes, consignors, consignees, carriers, trade routes, destination, 
financial affiliations, and leading contract terms of commercial transactions. 
Adjusters of losses and surveyors of' vessels are also in a position to obtain much 
information of a secret character... Moreover, where reinsurance facilities are 
so scanty as to require reinsurance with foreign companies, the reinsurers become 
thoroughly conversant with vital business secrets which it might be presumed 
are known only to the original insurer. * * * There is no doubt that both 
England and Germany had this phase prominently in mind when they arranged 
to make themselves independent of all others in the matter of marine insurance. 
Both deliberately pursued a policy of strengthening their insurance facilities to 
such an extent as to take care of the largest risks without resort to reinsurance 
in the international market.” ” 

Since the underwriting groups have not heretofore written insurance on air 
cargo, the above aspect of foreign participation has not as yet acquired any 
importance in relation to their activities. The Board does not know whether air 
cargo risks are insured or reinsured abroad, and if so, whether any information 
regarding such cargoes is normally transmitted to the foreign issuers in con- 
nection therewith. In any event the matter does not appear to be significant in 
the field of aviation insurance at the present time since air cargo has not attained 
to any such proportions as to constitute a significant part of the nation’s foreign 
commerce. If we should experience a marked growth in the international trans- 
portation of cargo by air, this aspect of foreign participation might become 
important. 

A further possibility related to the competitive aspects of international trans- 
portation is that American air carriers operating international services might 
develop operating practices and procedures which afford them a competitive 
advantage and which they might properly desire to keep secret, particularly as 
to foreign competitors. In such circumstances the air carriers concerned might 
find it very desirable to have available an American insurance market in which 
they could obtain assurance that no information regarding such operating prac- 
tices and procedures would be revealed to any foreign interests. As will be 
explained later, it does not appear that the underwriting groups are now required 
to transmit any such information to their present foreign reinsurers, 

Another phase of the placing of insurance or reinsurance in foreign markets 
which is deserving of consideration in order to explore the relation of aviation 
insurance thereto, is the possibility that information going abroad to various 
foreign markets for the legitimate purposes of insurance and reinsurance may 
nevertheless be of such a nature as to present the possibility that it may be used 
to the detriment of our national security or to the advantage of a foreign 
country.” These dangers are inherent in the transmission of the information, 


Report on Status of Marine Insurance in the United States, by S. S. Huebner, 
(approved by the Committee on the Merchant Marine and Fisheries, House of Representa- 
tives, February 26, 1920.) p. 11. 

*® Prior to the war the German, French, Italian and Swiss reinsurance markets were very 
substantial in size and did international business on a large scale. However, so far as is 
known the American underwriting groups have placed all of their foreign reinsurance in 
the British market. The extent to which the British market further reinsures these risks 
with insurance companies of other countries, or the extent to which the individual com- 


panies within the American underwriting groups might reinsure in other than the British 
market, is not known. 
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particularly in times of war, and may be present even though the information is 
destined only to a friendly or neutral country. 

As-a general rule, reinsurance contracts (treaties) give the reinsurer the 
right to information concerning the nature of the risk insured. Such informa- 
tion could endanger our national security if it became known, directly or in- 
directly, to a foreign country which then is or later becomes hostile to our in- 
terests. The problem is not only a matter of revealing the facts concerning in- 
dividual projects insured, but also of the possible accumulation of large amounts 
of detailed data from a number of risks insured over a period of time which 
could be pieced together to yield information of great value to such a foreign 
country. 

With regard to the use which might be made of such information, the ex- 
perience of the French as stated in the following excerpts from an official French 
report is revealing : 

“Germany does not need to take recourse to a mysterious organization of spies 
in order to be informed of our business concerns and to learn their resources and 
their means; she has only to consult the bordereaux and bulletins which the in- 
surance and reinsurance companies pile up in their offices through their brokers. 
* * * These bordereaux and bulletins state the output of our factories, the 
machinery, the turnover, the rural production, what our vessels transport, and 
whereto they transport. It is easy to guess what advantage our enemy with its 
own methodical spirit, can draw from those materials.” ” 

With the advent of the present war, the fact that communications arising out 
of international insurance transactions in the many lines of insurance might be 
the means of placing in the hands of an enemy information that has an important 
relation to the nation’s security became a point of deep concern to government 
departments, particularly the War, Navy and Treasury Departments, and the 
Office of Censorship. Transmission abroad in time of war of information pos- 
sibly involving American security and defense could not be left entirely to the 
judgment of private industry. The foregoing agencies, therefore, have under- 
taken action affecting the entire field of insurance to prevent any dangerous in- 
formation going abroad. One obvious precaution has been the establishment of 
censorship over such communications. A further step has been to establish in 
this country the British Insurance Communications Office to permit the British 
underwriters to analyze insurance risks here, thus eliminating the necessity for 
transmitting abroad much of the information previously sent. The imposition 
of censorship and the location of the British Insurance Communications Office 
in this country are, of course, only temporary war measures, and the former is 
feasible only during those critical periods during which censorship can be 
imposed. 

Some of the reinsurance treaties of the three aviation underwriting groups 
which were examined by one of the Board’s insurance consultants contain pro- 
visions which give the reinsurers the right to information concerning the nature 
of the risks involved. The three groups have, however, stated categorically that 
information of the types liable to affect national security is not being sent abroad 
pursuant to their contracts with foreign reinsurers or otherwise. In common 
with others the communications of the aviation underwriting groups are, of 
course, subject to censorship, but the matter goes beyond that. The underwrit- 
ing groups point out that despite any rights which the reinsurers may have, pur- 
suant to the terms of their contracts or to insurance practices generally, to in- 
formation regarding risks reinsured, in actual practice such information is no 
longer required to be sent. The explanation for this is that because of their 
long established relationships with their foreign reinsurers, the latter have con- 
fidence in the underwriting judgment of the American groups, and consequently 
the only information which the American underwriters are required to send 
abroad is a monthly statement (sometimes called a bordereaux) setting out 
financial, statistical, and accounting data of the following character: policy 
number, attaching date of policy, effective date, if additional or returned pre- 
mium, experience data, type of hazard, percentage of reinsurance, gross amount, 
reinsured amount, gross premium, and the gross reinsurance premium. 

It is possible, of course, that if the nature of aviation risks should be con- 
siderably altered, more detailed information concerning such new undertakings 


France. Journal official. Documents parlementaires. Chambre de deputees. Session 
ordinaire—p. 1522. (Annexe No. 2442) Seance du 28 Juillet, 1916. 
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might be called for by the reinsurers. Likewise, if new American companies or 
underwriting groups should enter the aviation insurance market and seek foreign 
reinsurance, the reinsurers might well require submission of more comprehensive 
information concerning the risks which these new companies or groups were 
underwriting, at least until experience had furnished a foundation for reliance 
upon their underwriting judgment. The restriction upon the communication of 
such information at the present may, of course, serve as an obstacle to any new 
American companies or groups securing reinsurance in the foreign market as 
long as such restrictions are retained. 

In the field of aviation insurance, the question of the transmission of informa- 
tion abroad relating to national security is probably most applicable in relation 
to hull insurance furnished to manufacturers on prototypes of new planes. 
Information regarding such prototypes, particularly in the case of new military 
planes, obviously would be of the most confidential character. Of course, the 
Army and Navy, by assuming all risks in connection with the testing of 
prototypes of military aircraft, can remove the need for securing reinsurance 
abroad, and hence the occasion for transmisison of any information. 

The only permanent solution of the problem of information going abroad 
would appear to be the development of an American aviation insurance market 
of sufficient proportions to absorb American aviation risks of any except the 
most unusual magnitude without resort to foreign reinsurance. Such a market 
would make it possible for any air carrier, manufacturer, or other assured so 
desiring not only to place its insurance in this country, but to insist that all 
reinsurance be placed entirely within the United States, thus enabling the 
assured to guard against transmission abroad of any information which it 
considered desirable to keep from foreign sources. American air carriers en- 
gaged in international competition and American manufacturers particularly 
might find such protection desirable. Such a market would also afford the 
Federal Government an opportunity, in connection with the placing of its insur- 
ance contracts or the placing of contracts in which it had a direct interest, 
to require arrangements which would eliminate necessity or occasion for trans- 
mission abroad of any information concerning the project insured. Thus, where 
the interested parties desired, the existence of such a market would enable 
them in effect to impose a censorship ban on information which might otherwise 
go abroad. It seems desirable that private insurance resources should endeavor 
in every reasonable way to provide such a market. 


Vv. REGULATION AND COMPETITION IN THE AVIATION INSUBANCE MARKET 


There are markets in which natural competitive influences are relied upon to 
maintain just and reasonable prices and adequate services. There are other 
markets in which competition fails or is even thought to be undesirable, and 
in which it is thought necessary to have direct governmental supervision, or at 
least indirect power in the government to influence the proper development of 
that market in the public interest. Insurance presents its own special problems 
in this regard. Unrestricted competition with reference to premiums charged 
is regarded by many as undesirable in insurance because of the destructive effect 
such competition tends to have upon the financial stability of the insurers. 
Traditionally the state governments through their insurance departments have 
attempted to influence premium rates in many fields of insurance by maintaining 
certain supervisory control over rates, services and financial practices of insur- 
ance companies. 

It is important, therefore, to examine the extent to which competition does 
exist in the present aviation insurance market, and the character and effective- 
ness of any regulation of that market, in order to determine the presence or 
absence of factors which can be relied upon to keep premium rates fair and 
reasonable and services adequate. The following sections of this chapter discuss 
the scope of regulation of the aviation insurance market, and the situation with 
respect to competition in the airline and non-airline aviation insurance fields. 


1. Regulation of aviation insurance 


As will appear from the discussion in the succeeding sections of this chapter, 
there has been a definite lack of competition, particularly with respect to 
premium rates, among the aviation underwriting groups. It is especially per- 
tinent, therefore, to inquire into the extent to which, if any, concerted action 
by the underwriting groups with regard to the fixing of premium rates or any 
other matters has resulted from or been encouraged by any government agency 
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having jurisdiction in the premises and, likewise, to inquire into the degree 
to which regulatory controls which are sufficient to insure the maintenance of 
fair and, reasonable rates and adequate services-have been imposed. 

Regulation of aviation insurance rates and practices has not existed up to 
the present time to any considerable extent. In fact, in so far as can be ascer- 
tained, the rates and general practices of underwriters as they relate to aviation 
insurance have been unsupervised by any governmental agency except the New 
York State Insurance Department which alone has required the filing of reports 
covering underwriting results from the various classifications of aviatio. risks 
and generally has exercised some measure of supervision over those engaged 
in the underwriting of aviation risks.” 

The efforts of the New York Insurance Department to shape supervisory 
controls for this form of insurance have been limited to the promotion of a 
rating organization, the Board of Aviation Underwriters, for the various groups 
underwriting aviation insurance and to the exercise of some supervision with 
respect to that organization. It was apparently the hope and the purpose of 
the New York Insurance Department in promoting this rating organization to 
develop an organization which would assume the task of rating the various risks 
underwritten by the individual groups or companies, and which also would 
assume responsibility for compiling statistics and making periodic, compre- 
hensive reports of underwriting results to the State Insurance Department. 
The intention of the New York State insurance authorities appears to have 
been to model for aviation insurance a rating organization similar to those of 
older forms of insurance—workmen’s compensation, for example—which rating 
organizations are recognized officially by state law and are subject to super- 
vision by the state insurance departments. 

The suggestion for organizing the Board of Aviation Underwriters is credited 
principally to the Superintendent of Insurance of New York. It has been indi- 
eated that his interest in promoting such an organization arose out of the fact 
that there had developed among aviation insurance underwriters at that time, 
probably as a result of the sharp decline in aviation insurance premium volume 
during the early depression years, a scramble for the available business which 
resulted in excessive rate cutting and other underwriting practices which were 
regarded as destructive. Apparently to aid the underwriting groups in con- 
trolling or eliminating these practices, the Superintendent of Insurance in 
June, 1932, called a meeting of representatives of the insurance companies 
writing aviation business at which the situation was discussed. A committee 
of representatives of the fire and casualty companies was appointed to work 
out ways and means of stabilizing phases of the aviation insurance business 
with respect to rates, underwriting rules and practices, statistical plans and 
acquisition costs. The formation of the Board of Aviation Underwriters was 
a direct result of the activities of this committee during the summer months 
of 1932. 

A number of meetings were held among representatives of the underwriters 
then engaged in the writing of aviation insurance, and a series of resolutions 
adopted, the most important of which was the resolution of July 21, 1932 set out 
in full in Appendix III. This resolution originally effective until October 1, 
1932, was later extended indefinitely and, as amended and supplemented from 
time to time, became in effect the articles of association for the Board of Avia- 
tion Underwriters which never adopted any formal constitution or by-laws. A 
summary of the basic rules and regulations under which the Board operated, 
has been supplied by it, and is set out in Appendix IV. These basic rules 
defined the classifications of risks coming within the jurisdiction of the Board, 
provided for the establishment of rating and statistical committees, outlined the 
rating activities of the organization, regulated the payment of commissions to 
brokers, prohibited the granting of concessions and discounts, and like matters. 


% Workmen’s compensation insurance appears to be an exception to the general rule 
regarding state regulation of aviation insurance. The aviation underwriting groups write 
insurance on workmen’s compensation risks for aviation enterprises, principally the sched- 
uled airlines. However, the jurisdiction of the Board of Aviation Underwriters does not 
extend to such risks, and New York State does not require that Board to report the 
workmen’s compensation insurance written by its members. No examination was made of 
workmen’s compensation insurance written by aviation underwriters. We are informed, 
however, that such insurance is reported and is subject to regulation in most states as 
a part of workmen’s compensation insurance generally. The airlines have contended that 
the present practice of establishing manual rates for workmen’s compensation insurance 
for airline etaa ee on the basis of experience in most, if not all, types of aviation enter- 
prise, rather than on airline experience alone, should be corrected. 
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The original parties to the agreement were Associated Aviation Underwriters, 
Barber & Baldwin, Inc. (soon to become Aero Insurance Underwriters), United 
States Aviation Underwriters, Inc., National-Continental Insurance Association, 
and the Travelers Insurance Company. The agreement among the underwriters 
provided, however, that any member could withdraw upon 30 days’ notice. In 
1936 the Associated Aviation Underwriters resigned from the Board for other 
than New York State risks. The underwriting groups have stated that as to air- 
line risks all of the rules of the Board ceased to be effective upon this resignation 
and have remained inoperative since that time.” In 1940 the United States 
Aviation Underwriters resigned entirely from the Board, but rejoined in 1942 
in respect to risks coming under the jurisdiction of the State of New York. 
Meanwhile, the National-Continental Insurance Association and the Travelers 
Insurance Company had ceased to be members of the Board, the latter subse- 
quently becoming a member of the United States Aviation Underwriters in 1939. 
In 1941 the Employers Insurance Group and the Mutual Aircraft Conference 
became members of the Board. These changes in membership did not, however, 
materially affect the functioning of the Board or its relation to the aviation 
insurance market, in view of the dominant position therein of the three leading 
groups. 

As noted, the Board of Aviation Underwriters appears to have been organized 
pursuant to the encouragement of the New York State Insurance Department. 
At the time the Board was founded it was realized, of course, that New York 
State would have no supervisory jurisdiction with respect to aviation risks 
underwritten outside New York State. It might, therefore, have been expected 
that the rating activities of the Board would be limited to risks in New York 
State. However, the agreement among the parties contemplated that the actions 
of the Board with respect to classifications of risks within its jurisdiction would 
bind the underwriters as to their nation-wide business. To facilitate its activi- 
ties in this respect there was established a West Coast Rating Committee to rate 
risks underwritten in eleven far western states, subject to review by the rating 
committee sitting in New York. Furthermore, it is now apparent that the rates 
established under the Board’s procedure for various non-airline classifications 
have generally been followed by the member underwriting groups throughout 
the United States. Despite the nation-wide application of its activities, how- 
ever, there appears to have been no state outside of New York which examined 
the reasonableness of the rates established by the Board as a rating organization, 
or otherwise examined or supervised its activities,“ and no other state has 
apparently accorded any official recognition or status to the Board of Aviation 
Underwriters. 

Almost immediately upon its formation the Board of Aviation Underwriters 
was, however, recognized as a rating organization and statistical agent by the 
New York State Insurance Department. Apparently it was originally hoped 
that the Board of Aviation Underwriters would serve as a means of having in 
accessible form the methods by which rates were formulated and the statistical 
data upon which they were predicated. The Board has, however, fallen far 
short of the mark in this respect. Although it started out more ambitiously, for 
a considerable period of time now the organization has been a skeleton and very 
few records have been kept by the rating or other functioning committees. No 
separate offices have been maintained, and most of the work has been done by tele- 
phone and in the offices of the respective members. 

Subsequent to its organization, the Superintendent of Insurance for the 
State of New York has maintained some supervision over the activities of the 
Board, particularly in relation to non-airline risks, although on the whole his 
supervision appears to have been rather moderate in extent. In response to 
requests, a schedule of non-airline rates has been filed with the New York State 
Insurance Department showing the ranges of rates which may be charged 
insurers of aircraft for the risks covered. The New York Insurance Department 
has examined the Board of Aviation Underwriters, doing so in April 1935 and 
again in March 1939; recommended rate adjustments; collected classified sta- 
tistics and premium volume and loss experience; and more recently in March 


8 It was about this time, also, that Aero Insurance Underwriters withdrew from the 
underwriting of airline risks. apparently as the result of very unfavorable loss experience. 

* Schedules of rates or ranges of rates have been filed in a few other states at the 
request of their insurance departments, but there is no indication that any regulatory or 
supervisory action has ever been taken with respect thereto. 
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1941 has requested each underwriting group to file an annual underwriting 
experience exhibit containing a breakdown of expense, although all of the tinder- 
writers have not as yet complied therewith. With relation to airline insurance, 
however, the New York Insurance Department has done no more than secure 
the filing of certain statistics relating to such risks. 

Furthermore, jurisdiction of the Board of Aviation Underwriters does not 
include all classes of aviation risks underwritten, certain classes of non-airline 
insurance apparently having been excluded from its jurisdiction and airline 
insurance apparently having been excluded likewise since 1936. The supervision 
of the New York Insurance Department appears to have been limited to the 
activities of the Board of Aviation Underwriters and hence to the risks falling 
within its jurisdiction. In addition, of course, the jurisdiction of the New York 
Insurance Department is necessarily limited to New York risks. 

The efforts of the Superintendent of Insurance in New York to bring aviation 
insurance under supervisory control appear to represent the only regulation of 
aviation insurance which has been undertaken by any governmental agency. 
Moreover, the difficulties which any state agency faces in making its regulation 
of aviation insurance effective must be recognized. Because so many aviation 
risks in both airline and non-airline classifications involve questions of inter- 
state or foreign commerce, serious jurisdictional problems can be raised as to 
a state’s authority over aviation insurance premium rates or services. This juris- 
dictional weakness has not only prevented New York State from exercising 
supervision over airline insurance, but tends also to keep its regulatory super- 
vision over non-airline aviation insurance from being effective and vigorous. 

The lack of vigorous regulation of aviation insurance risks by the individual 
states is understandable. Not only are there the serious jurisdictional problems 
mentioned above, but also the relatively small volume of aviation insurance 
premiums as compared with other insurance written within each state would 
have the effect of keeping their regulation of aviation insurance from being vigor- 
ous. For example, in 1941, the total aviation insurance premiums were $13,- 
303,034, while fire insurance alone in the United States produced total premiums 
of approximately one-half billion dollars. Not only are the premiums in aviation 
insurance relatively small in total amount, but undoubtedly the amount of 
premiums written in any given state tends to be so small that no state has an 
adequate basis for regulation with respect to risks over which it has jurisdiction. 


2. Non-airline insurance 


In regard to aviation insurance sold to other than airline purchasers, the co- 
operation among the underwriting groups, with a resultant limitation upon com- 
petition, is clearly defined. An examination, for example, of the published pre- 
mium rate sheets for the non-airline classifications of Flying Services, Private 
Pleasure and Industrial Aid reveals that each of the three underwriting groups 
have standard, uniform rates for both hull and casualty risks within the above 
classifications. A review of the daily reports—the copies of the policies issued— 
further indicates that the rates appearing on the rate sheets are the actual rates 
utilized in the vast majority of the cases. By agreement among them, the groups 
quote identical rates in all cases except those which are regarded as exceptional, 
such as where the assured owns a fleet of aircraft, and even on risks which are 
exceptional, and hence require departures from the rate sheet; the underwriting 
groups have agreed to consult one another under the procedure of the Board of 
Aviation Underwriters in establishing rates for such risks. As this indicates 
there is no established method or formula for computing rates to be quoted to 
fleet owners or other risks regarded as exceptional. 

The cooperation among the three underwriting groups is evidenced further 
by their intergroup agreements dealing with other non-airline classifications, 
namely, manufacturers’ risks, the CPT Program, and the Civil Air Patrol. By 
means of these agreements uniform rates for these three classifications are main- 
tained and the volume of business therefrom is divided approximately equally 
among the three groups. Uniform premium rates and equal division of the 
available business among the three participating groups is maintained in these 
classifications by reinsurance among themselves and the issuance of syndicated 
policies. 

For example, by agreement effective January 1, 1941, the three groups have 
agreed to reinsure among themselves aviation manufacturers risks * underwritten 


*% The coverages embraced in this reinsurance agreement include hull, aircraft liability, 
products liability, and personal accident. 
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for manufacturers in the United States in such fashion that each group will be 
assured of securing one-third of the total business underwritten. In September 
1939 the three groups coordinated their underwriting activities with respect to 
the CPT Program which was then first assuming substantial proportions, by agree- 
ing, among other things, that rates should be fixed for public liability, property 
damage, and accident insurance, and that certain percentages of the direct under- 
writings of each group should be exchanged with the others. Beginning in June 
1940, the liability and accident insurance needs of the CPT Program were met 
by issuing syndicated master policies under the names of all the member com- 
panies of the three groups, each group participating to the extent of approxi- 
mately one-third of the total business written. Likewise, during 1942, when the 
Civil Air Patrol program was inaugurated the three underwriting groups adopted 
the method of issuing syndicated master policies and sharing the business writ- 
ten. The steps taken by the three groups to coordinate their activities in con- 
nection with the CPT program and the Civil Air Patrol undoubtedly contributed 
to the efficiency and expedition of the groups in meeting the insurance needs of 
those programs, although, of course, this was done at the expense of the com- 
plete elimination of competition among the three groups with respect to these 
classifications.” 

In addition to establishing uniform rates and equal division of business, these 
intergroup agreements restrict participation in these classes of business by other 
underwriters not participating members of one of the three groups. This restric- 
tive control is maintained by agreement either nct to accept any reinsurance from 
companies not members of the three groups without the consent of the present 
members, or if acceptance of reinsurance is permitted, to accept it only if the 
rates on the offered insurance are not less than those charged by the present 
groups and the coverage on the risk is not broader than that provided by the 
present groups.” 

It thus appears that the three underwriting groups have, through concerted 
action either under the rating procedure of the Board of Aviation Underwriters 
or by separate agreements, achieved uniform premium rates for all but excep- 
tional aviation risks in the non-airline classifications, that they have at the 
same time provided for a division among the three groups of the business written 
in three of the classifications, and that they have taken steps which tend to 
exclude any outside of the groups from participation in such business. 


8. Airline insurance 


Of the three leading aviation insurance groups only Associated Aviation Under- 
writers and United States Aviation Underwriters * presently underwrite airline 
risks, Aero Aviation Underwriters having ceased to handle airline accounts in 





% In this connection it should be noted, however, that despite the relatively short period 
of experience with the CPT program, substantial decreases in various premium rates under 
the program were made effective in 1941 and early in 1942. On the other hand, the 
classified experience of the underwriters for the years 1939-1941 discloses that the loss 
ratio was approximately 14.4% of premiums totalling $1,618,247. A preliminary report 
~ 1942 indicates that loss experience under the reduced premium rates will remain very 
avorable. 

Similarly, reductions in the premium rates under the Civil Air Patrol program were made 
effective in October 1942 and again in May 1943. Preliminary policy year figures indicate 
that the loss ratio on hull risks for 1942 in the Civil Air Patrol category was 70.4%, and 
was 7.5% for liability risks. 

%1The provision in the CPT agreement, dated June 21, 1940, reads as follows: “Each 
Group and the Companies members thereof agree that they will not assume reinsurance 
covering business of the classes coming within the scope of this agreement from any Group 
or Company not a party to this Agreement if the original rates of the Group or Company 
offering to cede such business are less than those established by the subscribers to this 
Agreement or the coverage established under the policies of the Group or Company offering 
to cede business is broader than that agreed among the subscribers hereto. Bach sub- 
scribing Group also agrees that none of its member companies will write business coming 
within the scope of this Agreement except through its duly appointed Aviation manager 
and then only in conformity with the terms of this Agreement.” 

The provision in the manufacturers’ agreement, dated January 1, 1941, as amended July 
23, 1941, reads as follows: “It is further agreed effective upon the signing hereof, that no 
Group, party to the Agreement, will assume liability from any Company or Group not a 
party to the Agreement without prior written consent of both the other Groups, if the 
risk concerned is one which falls within the scope of the Agreement.” 

The provision in the C. A. P. Agreement, dated September 1, 1942, reads as follows: 
“It is agreed no Group, party hereto, will provide reinsurance of Civil Air Patrol risks 
for any Company or Group of companies not represented in this Agreement, unless the 
written consent of the three underwriting Groups, party hereto, is first obtained.” 

% For convenience, in this discussion Associated Aviation Underwriters will be referred 
to as Associated, United States Aviation Wnderwriters as the U. S. group and Aero 
Aviation Underwriters as Aero. 
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1936." Airline insurance is divided almost equally between the two groups 
writing this class of aviation insurance. Although Associated has fewer indi- 
vidual airline accounts than the U. S. group, in 1942 the airlines insuring with 
Associated operated approximately 59 percent of all revenue miles, and 56 percent 
of all revenue passenger miles, flown by American air carriers, both foreign and 
domestic. 

At an informal meeting with the Civil Aeronautics Board on July 27, 1943, both 
Associated and the U. 8. group asserted that they were in direct and unrestricted 
competition with each other as respects airline risks. The existence of such 
competition would, if borne out by the facts, represent a sharp contrast with the 
clear absence of unrestricted competition between the same groups with respect 
to all other aviation risks. 

In its early years, airline risks were included within the jurisdiction of the 
Board of Aviation Underwriters. However, the underwriting groups insist that 
since the resignation of Associated from that Board in 1936, the provisions 
respecting airline risks have been a dead letter. No evidence of any action by 
the Board of Aviation Underwriters since that date relating to airline risks has 
come to the attention of the Board. However, despite the assertions of the 
underwriting groups, and although the absence of competition is not as apparent 
in airline insurance as in the non-airline classifications, it appears evident that 
a certain noncompetitive status has been reached as to airline insurance, 
Although the Board’s study disclosed that there was some business rivalry be- 
tween the underwriters,” there is no apparent disposition in either group to 
upset the present division of business by competitive quotation of premium rates 
which would attract airline accounts held by the rival group. Indeed, the under- 
writing groups have themselves explained that they regarded this as impossible 
with respect to any risk on which the overall experience of the other group was 
favorable, since the latter group would have accumulated a reserve of profits 
to draw upon in quoting lower rates if the need arose. Hence there appears to be 
no disposition to disturb the present equilibrium. Only two airline accounts 
have changed groups in the last five years, and in both those instances the change 
was preceded by an unfavorable loss experience. 

The absence of competitive bidding for airline accounts is noteworthy, par- 
ticularly in view of severel differences in operating practices of the two groups. 
One group, for instance, pays smaller commissions to brokers, the maximum 
rate paid by this group being 10 percent, while the other group pays as much as 
15 percent commission. The costs of doing business, likewise, differ sharply 
between the two. Yet, these savings in costs have not led the lower cost group 
to attempt to attract the accounts of the other by quoting lower rates. The 
fact that both groups continue to underwrite the same risks year after year 
would indicate that differences in cost of doing business are not being used by 
the groups as a basis for competition between them. 

The airlines themselves appear to feel that there has been a lack of sufficiently 
vigorous competition between the groups in the aviation insurance market, and 
that this has contributed to the dissatisfactions which some of the lines at 
least have with regard to aviation insurance. Complaints have been made from 
time to time by the airlines concerning the lack of standardized policies; the 
lack of information concerning the underwriters’ loss experience with airline 
risks the failure of the underwriters to break down their expenses between 
airline and other classifications to show which costs are clearly applicable to 
airline insurance as distinguished from the general aviation insurance under- 
written; alleged discriminations against small airlines with respect to profit- 
sharing plans and brokerage charges; the lack of safety services; and the large 
profits made by the underwriters. 

On the other hand, mention has already been made of the fact that the rates 
on airline risks were reduced substantially during the periods reviewed, that 
limited profit-sharing plans were made available to some of the airlines com- 
mencing in 1939, and that a further overall profit-sharing plan applicable to 
combined experience of all the airlines participating in it was recently offered 
to its airline assureds by Associated. It is evident, therefore, that the airline 


% Every American air carrier engaging in scheduled operations, domestic and foreign 
purchases aviation insurance from the American underwriting groups, except Colonial 
Airlines, Inc. 
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insurance market is responsive in some degree to the requirement of keeping 
rates down, even though perhaps not as responsive as the airlines feel it should 


There are doubtless a number of factors which have contributed to the degree 
of responsiveness which has existed. The air carriers are in a relatively 
strong bargaining position. Not only is each carrier individually a large pur- 
ehaser of insurance, but the airlines are organized into a trade association 
which can be instrumental in organizing and presenting industry-wide opinion. 
Furthermore, among the larger airlines at least, there is present the potential 
threat of self-insurance if the rates are such as to be regarded as disproportion- 
ately high. That this threat can be a real one is evidenced by the fact that a 
number of the carriers have discontinued the purchase of insurance for crash 
risks. When it is recalled that the general expenses assigned to hull insurance 
were over 23 percent of premiums during period from 1934-1941, and that the 
profits of the underwriters during this same period were another 25 percent 
of premiums, it is readily understandable why self-insurance would merit the at- 
tention of any carrier operating a substantial number of plane units. However, 
no airline has adopted a program of self-insurance against casualty risks. 

There is also, of course, the threat of potential competition from insurance 
companies or groups not presently engaging in the under-writing of airline risks. 
One possible source of such competition would appear to be Aero Insurance 
Underwriters. Although this group, which underwrote airline risks until 1936, 
might be expected to reenter the airline insurance field, it has made no recent 
effort to attract the accounts of any individual airline. Aero’s reluctance to com- 
pete for individual airline accounts may be due in part to the fact that under their 
present agreements with the other two underwriting groups relating to non- 
airline risks, Aero’s income from non-airline insurance is roughly comparable 
to the premium volume of the other underwriters from airline and non-airline 
risks together. Should Aero undertake to compete for airline accounts, the 
present arrangements as to non-airline business might be disturbed. Conse- 
quently Aero would perhaps require assurance of obtaining a sufficient amount 
of airline business to warrant its thus disturbing present arrangements before 
actively competing for such business. 

Another source of potential competition is those fire and casualty insurance 
companies or groups which are not presently engaged or participating in the 
underwriting of aviation insurance. As appears from the discussion in the 
following chapter hereof, not only are there a number of stock companies which 
are not members of the present three groups, but none of the mutual fire or 
casualty companies are members of the three groups. These would appear to 
represent a very substantial source of potential competition for aviation insur- 
ance business in the event that the present underwriting groups sought to main- 
tain rates at unreasonably high levels. 

One further source of potential competition to the American underwriting 
groups is direct underwriting by foreign insurance interests not now admitted 
to do business in the United States. As previously pointed out, there has been a 
small amount of such direct underwriting by foreign insurers, although not 
enough to represent serious competition to the present underwriting groups. Of 
course, it may be doubted whether those foreign insurers which now have reinsur- 
ance contracts with the American underwriting groups would become active in 
direct underwriting as long as under their reinsurance arrangements with 
present underwriting groups they obtain such a substantial participation in the 
aviation risks now being underwritten. As long as they participate in the 
American market through reinsurance to the extent that they now do, it may 
well be to their advantage to refrain from attempting to enter the market directly. 















































VI. THE USE OF AMERICAN INSURANCE RESOURCES 


1. Available American insurance resources 


On the basis of the analyses given in Best’s Insurance Reports for Fire and 
Casualty companies for the year 1943, a survey has been made of American 
insurance resources. Table VIII on page 34 indicates the number and size of 
American insurance companies in the two general classifications fire and casualty, 
the proportion of these companies participating as members and associates in 
the three leading aviation groups, and the proportion of companies whose assets 
remain unused in the present aviation insurance market. 
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During 1942, there were 267 American stock fire insurance companies listed 
as doing business in the United States. Of these stock companies only 76 were 
members or associates of the three leading aviation insurance groups. During 
1942, there were also 99 mutual fire insurance companies listed as doing a general 
fire business.“ Thus, of the 366 American fire insurance companies which could 
write fire risks in aviation insurance, only 76, or about 21%, were underwriting 
aviation risks in the three leading groups. This left 290 or 79% of the American 
fire insurance companies whose facilities were not being utilized. Indicative of 
the size and significance of these companies not now in the aviation insurance 
market is the fact that they wrote 56.7% of the total fire insurance premiums in 
1942, and their assets represent 42.5% of the assets of American fire insurance 
companies. 

With respect to casualty insurance, there are 181 stock casualty insurance 
companies listed as doing business in the United States with assets of $4,195,- 
562,000. Only 23 of these companies were members or associates of the three 
leading aviation underwriting groups. Thus, 87 percent of all stock casualty in- 
surance companies were not members of present underwriting groups. The 
stock casualty companies whose assets were not being utilized had assets of 
over $2,291,413,851 or 54.6% of total stock company casualty assets, and wrote 
$494,140,000 or 52.6% of total stock company casualty premiums. 

In addition to not using many stock casualty companies, the three leading 
aviation insurance underwriting groups, likewise, do not make use of the mutual 
casualty companies. Since many mutual companies limit their coverage to spe- 
cific hazards, only 53 which are listed as underwriting general casualty insurance 
were considered to determine whether there were sufficient mutual insurance com- 
panies to make a contribution to the underwriting of aviation risks. These 53 
mutual companies had assets of $481,971,219 and wrote $343,829,389 in premiums 
during 1942. 

Not only are there substantial insurance resources in both stock and mutual 
companies which are not now participating in the direct underwriting of aviation 
insurance, but almost no use is being made of American insurance resources for 
purposes of reinsurance on aviation risks. It has already been pointed out that 
the three aviation groups now place all of their reinsurance with foreign insurers 
with the exception of the relatively small amounts reinsured among themselves, 
and that the amount of reinsurance of aviation risks underwritten abroad which 
has been placed with the American underwriting groups apparently has been 
negligible. The three leading underwriting groups do not place any part of the 
extensive reinsurance which they deem necessary with American insurance com- 
panies which are not members of the groups. 


“The statistics reported by the Board of Aviation Underwriters to the New York 
Insurance Department indicate that there are a few mutual fire insurance companies 
writing a small amount of aviation hull insurance, but the reports mention no mutual 
casualty insurance companies underwriting aviation risks. 
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Furthermore, the reinsurance placed abroad is so extensive that the American 
companies comprising the respective groups are indemnified against a substantial 
part of the possible losses on any given risk. As already discussed, the practice 
is to reinsure abroad all risks in excess of certain limits, and in addition to 
reinsure a perce: tage of all risks below the excess limits. Under the existing 
reinsurance arrangements, the maximum liability falling on any one member 
company in any of the American underwriting groups would be less than $10,000 
on any given risk, and in most instances would be considerably less than this 
amount. In view of the comparative smallness of the risks assumed by any 
individual compaly, the number of companies required to assume any very large 
risk, such as for the prototype of a large aircraft, would have to be so great as 
to require an impractiecally wide distribution for the American market, and 
perhaps even for the British market. 

At the present time the relations between the American direct underwriter 
and the foreign reinsurer are mutually profitable, and there would appear to 
be little incentive for the present underwriting groups to seek to develop an 
independent American reinsurance market for aviation insurance. There is no 
evidence of any sustained effort by these groups to create a market here for 
their reinsurance needs. Nor has there been a sustained effort on the part of 
the three groups to become reinsurers of aviation risks underwritten by other 
groups or companies not members of their groups. In fact, the agreements among 
the three leading underwriting groups relating to certain classes of risks not 
to reinsure other American underwriters without approval by each of the groups 
or unless the premium rates and coverage are identical to that issued by the 
present groups would tend to prevent them from becoming a reinsurance 
market. 


2. Proposals for greater utilization of American insurance resources and the 
development of an American insurance and reinsurance market 


During the course of the Civil Aeronautics Board’s investigation of aviation 
insurance and while the Air Transport Association of America was studying 
airline insurance problems, several developments took place which indicate 
that many American insurance companies which are not at present participating 
in the underwriting of aviation risks are interested in so doing, and that many 
such companies would be willing to assume a greater amount of risk than is 
now being assumed by the companies who participate in the three underwriting 
groups. Furthermore, a proposal has been made which, if followed through, 
would lead to the organization of American reinsurance facilities for aviation 
insurers. 

Two proposals for bringing additional American insurance companies into 
the airline insurance business were considered in the Report on Air Transport 
Insurance prepared by the Air Transport Association of America. ‘One pro- 
posal was that the airlines (or at least a substantial number of them) pool their 
insurance purchases and buy from a group of stock companies which are not 
now writing airline insurance. The other proposal was that the airlines and a 
group of mutual insurance companies form two insurance companies, one an 
Airline Casualty Insurance Company and the other an Airline Fire Insurance 
Company, which would serve as direct writers for the airlines. These companies, 
serving as direct underwriting organizations, would be managed and reinsured 
by groups composed of mutual insurance companies. 

The proposal of the mutual insurance companies provides that the mutual 
companies, together with the direct writing Airline Insurance Companies, would 
assume hull risks up to $250,000 and liability risks up to $500,000 before seeking 
reinsurance outside of their own groups. This can be compared with the exist- 
ing practice of the present underwriters where losses below the excess limits 
which range from $100,000 to $300,000, are shared proportionately with the 
foreign reinsurers, no matter how small the amount of loss. However, as recog- 
nized in the insurance report of the Air Transport Association, it is necessary 
under the mutual proposal that an American source be found to reinsure the 
risks assumed in excess of the limits indicated above, or the insurers would 
be compelled to go abroad to place the reinsurance on such risks. Any group 
which must go abroad for reinsurance may discover that the foreign underwriters 
will reinsure the higher limits of liability only upon condition that they partici- 
pate in the entire insurance written. Unless an American reinsurance source 
ean be found, American insurers will be under the necessity of accepting such 
terms in order to enable them to write the insurance at all. 

During the Board’s study, Mr. Scarritt, manager of Associated Aviation 
Underwriters, submitted to members of his group a memorandum outlining a 
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proposal to form an American aviation reinsurance pool.” Any action which 
looks towards the establishment of a strong, independent American aviation 
reinsurance market under private auspices is undoubtedly of great interest, 
put lacking any information that the matter is being actively pursued and the 
details of the outline filled in, it would be premature to do more than mention 
jt. There appears to be no reason to doubt that American insurance facilities, 
if properly organized, can compete successfully with foreign reinsurance. 

Without passing upon the merits of any particular plan, the formation of 
an American aviation reinsurance pool or pools seems to be highly desirable 
as & means to the establishment of a strong American aviation insurance 
market, and for the full utilization of American insurance resources in con- 
nection therewith. At the moment no governmental action to promote or facili- 
tate the formation of such a pool or pools appears to be called for. Certainly 
none of the private interests directly concerned have indicated a desire or need 
for any such action, and insofar as is known, there are no obstacles to the 
formation of such a pool interposed by governmental regulation, except that 
there is a possibility that if a single pool were established, its activities might 
become subject to the antitrust laws if applicable to insurance. If this should 
become the case, serious attention should then be given to the question whether 
such a pool should be relieved of the restrictions thus imposed, subject to 
such conditions as might be appropriate to safeguard the public interest. In 
this connection the mutual undertakings of the three underwriting groups not 
to reinsure any manufacturers, CPT or Civil Air Patrol risks underwritten by 
companies or groups other than themselves, except upon the specified condi- 
tions, are clearly objectionable. Even the fact that two of the three agreements 
are applicable to special wartime business does not appear to justify the 
restriction upon ocmpetition which is thus deliberately. imposed. 

The formation in the early 1920’s of an American marine insurance syndicate 
presented problems somewhat analogous to that of the formation of an Ameri- 
ean aviation reinsurance pool. To facilitate the formation of such a syndicate, 
Congress enacted legislation declaring that nothing contained in the antitrust 
laws should be construed to declare illegal an association entered into by marine 
insurance companies for the purpose of transacting marine insurance and re- 
insurance business in the United States and in foreign countries.“ The organi- 
zation has, however, invited to each of its meetings a representative of the 
Maritime Commission to permit observation of its practices. 


SUMMARY 


The aviation insurance study of the Civil Aeronautics Board has developed 
a number of facts concerning the present market some of the more important of 
which can be summarized as follows: 

1, The present market for aviation insurance is dominated by three groups of 
insurance companies. In 1942, for example, these groups wrote 96 percent of all 
aviation insurance business reported to the New York State Insurance Depart- 
ment. Although it is known that other insurers write specialized lines of 
aviation insurance, the amounts written by them appear to have been relatively 
small, and the Board’s study has been confined to a description of the organiza- 
tion and operation of the three leading groups. 

Each of these three groups is composed of fire, marine and casualty companies, 
and individually and in the aggregate they offer a wide coverage on both fire 
and liability risks incident to the operation and manufacture of aircraft. Insur- 
ance on air cargo, on the other hand, has been handled by individual insurance 
companies. 

2. On the basis of reportings to the New York State Insurance Department, 
the aviation insurance sold by the three groups is divided roughly, a third 
among airlines, a third among manufacturers of aircraft and aircraft parts, and 
a third among non-airline purchasers other than manufacturers. Since 1932, the 
earliest year for which it has been possible to obtain reported data, there has 
been a substantial increase in the volume of premiums written by the three 
leading groups. Although the total premium volume in aviation insurance is 
not large when compared with that in the older lines of insurance, it seems clear 


“4 Memorandum to Directors, Associated Aviation Underwriters, August 25, 1943. This 
proposal contemplated a reinsurance pool composed of stock and mutual fire, marine and 
casualty companies which met prescribed standards of financial conditions, and suggested 
that it undertake to reinsure American direct underwriters in an amount of approximately 
$2,500,000 in excess of $300,000 on any one loss or occurrence. 

#41 Stat. 1000 (1920) 46 U. 8S. C. A. 885. 
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that this category of insurance will become increasingly important in the future, 

3. On the basis of data for the two review periods furnished the Civil Aeronau- 
tics Board by the three leading groups, their underwriting experience has been 
very favorable. Profits have been substantial, amounting to 25.4 percent of pre- 
miums for airline insurance alone, and 25.9 percent of premiums when all classi- 
fications of aviation insurance are considered. 

4. The American aviation insurance underwriters rely heavily upon foreign 
insurance sources for their reinsurance, whether this reliance is measured by the 
amount of premiums going abroad or by the portion of the various risks ulti- 
mately retained by the American underwriters. 

Although the three groups reinsure among themselves to some extent, there 
is no other American reinsurance market for aviation risks. The three leading 
groups do not place any of their reinsurance with American companies outside 
their own groups nor do they act as reinsurers of other American companies. 
In fact, by written agreement they refuse to reinsure certain specific non-airlines 
risks written by other American companies, unless the premium rates and cover- 
age on these risks meet those established by the three groups. 

5. There is no governmental regulation of the aviation insurance market as 
a whole. New York has been the only state to undertake regulatory action with 
respect to aviation risks coming within its jurisdiction. Under the encourage- 
ment of the New York State Insurance Department, the Board of Aviation Under- 
writers was formed primarily as a statistical and rating bureau for insurance 
companies underwriting aviation risks, but its activities now are carried on 
informally and the data which it submits to the New York State Insurance De- 
partment are inadequate for proper appraisal and study of the operation of the 
national aviation insurance market. 

In addition to the lack of regulation of the aviation insurance market as a 
whole, the absence of competition among the three leading groups as to non- 
usrline business is clearly evident. Premium rates and extent and type of 
coverage in the non-airline categories either are fixed by agreement among the 
three groups or under the auspices of the Board of Aviation Underwriters, and 
are adhered to in all cases, including those technically outside of the New York 
State jurisdiction of that Board. 

Although there appear to be no agreements between the underwriters as to 
airline premium rates and practices, there is lacking affirmative evidence of 
competition between the two groups respecting this class of insurance. 

6. There appears to be no question that there are in America adequate in- 
surance assets to develop an independent American market sufficient to handle 
the present and future insurance needs of American air commerce. Heretofore 
a substantial portion of the extensive resources of American insurance companies 
have not been utilized in aviation insurance. There is evidence, however, that 
American insurance companies not now underwriting aviation risks are becoming 
interested in this field. Several proposals have been advanced which if adopted 
would have the effect of introducing additional American insurance resources 
into the aviation insurance market either as direct insurers or as reinsurers. 


CONCLUSION 


The Federal Government has had, and without question will continue to have, 
a well-defined interest in the promotion and development of all aspects of aviation. 
Since aviation insurance can have an important influence upon the development 
and expansion of aviation, the Federal Government naturally will have an 
interest in seeing that the American aviation insurance market so functions that 
it makes the maximum contribution to that development and evpansion. Ac- 
cordingly, in order to serve as a foundation for an intelligent appraisal of the 
situation at all times, the Civil Aeronautics Board believes that there should be 
readily available to those agencies of government which have an interest in one 
or more phases of the national aviation program complete and current informa- 
tion regarding the functioning of the aviation insurance market. The unavail- 
ability of such data at the present time was clearly disclosed in the course of the 
Board’s investigation, and necessitated the seeking of much specially prepared 
material. 
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As already pointed out, the investigation conducted by the Board does not 
purport to have been exhaustive. The Board has concluded that the information 
available to it as a result of such investigation does not permit of any final 
conclusions as to whether there are any respects in which the functioning of the 
aviation insurance market has not been consistent with the public interest in 
the development of aviation. In particular, the Board has decided that it can not 
at this time determine whether the premium rates which have existed or now 
exist in aviation insurance are fair and reasonable. The experience during the 
periods examined revealed a high rate of profit during those particular periods, 
but there were factors which, when taken into account, made a final judgment 
impossible at this time. Consequently, it is believed that continued observation 
of the aviation insurance market. is in order to ascertain whether that market is 
adjusting its rates as rapidly and as fully as is reasonably possible in relation 
to the progress made in the reduction of aviation hazards, and is otherwise 
accommodating itself to the development of aviation. It is believed that such 
observation can best be accomplished by providing for the power to obtain peri- 
odie reports of appropriation data disclosing the underwriting results of the 
American aviation insurance market. 

It seems quite evident that the only efficient way to collect such information 
is through vesting appropriate authority and responsibility in a single agency 
of the Federal Government which can periodically collect reliable information 
from all companies or groups which are participating in the underwriting of 
aviation risks throughout this country. The necessary information which might 
be collected includes premiums earned, losses sustained, amount of overhead 
and general business expense assigned to the respective classifications of risks 
underwritten, and the amount of insurance or reinsurance placed abroad. The 
reporting of such information on a nation-wide uniform basis is necessary if a 
proper appraisal of the aviation insurance market is to be made from time 
to time. 

Such information should be available not only to the governmental agencies 
interested in aviation, but to the various classes of purchasers of aviation in- 
surance. The information collected concerning the aviation insurance market 
should, therefore, periodically be published in appropriate summary form so 
that it would, in the aggregate at least, be readily available to such purchasers. 
It is believed that the possession of reliable information by purchasers of in- 
surance regarding the overall underwriting results of the aviation insurante 
market with respect to the general classification of risks in which they were 
interested could make a substantial contribution to the self-regulation of this 
market. 


83077—59——51 





THE INSURANCE INDUSTRY 


APPENDIX I 


MEMBERSHIP OF AVIATION UNDERWRITING GROUPS AS OF FEBRUARY 1, 1943 


Associated Aviation Underwriters, 90 John Street, New York City, Daniel deR. 
M. Scarritt, Manager 


Member fire companies 


Alliance Assurance Co., Ltd.“ 
American Eagle Fire Insurance Co. 
The American Insurance Co. 

The Continental Insurance Co. 
Federal Insurance Co. 
Fidelity-Phenix Fire Insurance Co. 
Firemen’s Fund Insurance Co. 


Member casualty companies 
The Fidelity and Casualty Company of 
New York 


Firemen’s Fund Indemnity Co. 

Glens Falls Indemnity Co. 

Affiliated fire companies 

The Columbia Fire Insurance Co. 
Commerce Insurance Co. 

Concordia Fire Insurance Co. 

Dixie Fire Insurance Co. 

First American Fire Insurance Co. 
Fulton Fire Insurance Co. 

Girard Fire and Marine Insurance Co. 


Affiliated casualty companies 


Bankers Indemnity Insurance Co. 
Commercial Casualty Insurance Co. 


Firemen’s Insurance Co. 

Glens Falls Insurance Co. 

The Hanover Fire Insurance Co. 
The London Assurance (marine) “ 
The Marine Insurance Co., Ltd.“ 
Merchants Fire Assurance Corp. 
The Sea Insurance Co., Ltd.“ 


Merchants Indemnity Corporation of 
New York 
United States Guarantee Co. 


Home Fire and Marine Insurance Co. 

Maryland Insurance Co. 

Milwaukee Mechanics Insurance Co. 

National Ben Franklin Fire Insurance 
Co. 

Niagara Fire Insurance Co. 

Occidental Insurance Co. 


Metropolitan Casualty Insurance Co. 
Occidental Indemnity Co. 


United States Aviation Underwriters, Inc., 80 John Street, New York City, David 
C. Beebe, president 


Member fire companies 

Aetna Insurance Co. 

Agricultural Insurance Co. 
Automobile Insurance Co. 

Boston Insurance Co. 

Camden Fire Insurance Association 
Fidelity and Guaranty Fire Corp. 
Hartford Fire Insurance Co. 
Insurance Company of North America 
National Union Fire Insurance Co. 
New Hampshire Fire Insurance Co. 


Member casualty companies 

Aetna Casualty and Surety Co. 

American Surety Co. 

Century Indemnity Co. 

Hartford Accident and Indemnity Co. 

Maryland Casualty Co. 

Massachusetts Bonding and Insurance 
Co. 


Associate fire companies 


Alliance Insurance Company of Phila- 
delphia 
Anchor Insurance Co., Providence, R. I. 


# Foreign owned or controlled. 


North River Insurance Co. 

Phoenix Insurance Co. 
Prov-Washington Insurance Co. 
Springfield Fire and Marine Insurance 


Co. 
St. Paul Fire and Marine Insurance Co. 
Travelers Fire Insurance Co. 
United States Fire Insurance Co. 
Westchester Fire Insurance Co. 


New Amsterdam Casualty Co. 

Travelers Insurance Co. 

Travelers Indemnity Co. 

United States Fidelity and Guaranty 
Co. 


Atlantic Fire Insurance Co. 
Birmingham Fire Insurance Co. 
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United States Aviation Underwriters, Inc.—Continued 


Associate jire companies 

Central Insurance Company of Balti- 
more 

Central States Fire Insurance Co. 

Charter Oak Fire Insurance Co. 

Citizens Insurance Company of New 
Jersey 

Connecticut Fire Insurance Co. 

Empire State Insurance Co. 

Equitable Fire and Marine Insurance 


Co. 

Granite State Fire Insurance Co. 

Mercury Insurance Co. 

Michigan Fire and Marine Insurance 
Co. 

Minneapolis Fire & Marine Insurance 
Co. 

Associate casualty companies 

New York Casualty Co. 

Standard Surety and Casualty Co. 


National Security Fire Insurance Co. 

New England Fire Insurance Co. 

New York Underwriters Insurance Co. 

Northwestern Fire and Marine Insur- 
ance Co. 

Old Colony Insurance Co. 

ae Fire & Marine Insurance 

0. 

Piedmont Fire Insurance Co. 

Sentinel Fire Insurance Co. 

Standard Fire Insurance Co. 

Standard Insurance Co. 

Twin City Fire Insurance Co. 

World Fire and Marine Insurance Co. 


United States Casualty Co. 


Aero Insurance Underwriters, 111 John Street, New York City, G. L. Lloyd, 
manager 


Fire companies © 


American Alliance Insurance Co. 

American and Foreign Insurance Co.“ 

American National Fire Insurance Co. 

British and Foreign Marine Insurance 
Co., Ltd.“ 

Capital Fire Insurance Company of Cal- 
ifornia “ 

Columbia Insurance Co.“ 

Commonwealth Insurance Co.“ 

County Fire Insurance Co. 

Detroit Fire and Marine Insurance Co. 

Federal Union Insurance Co.“ 

Great American Insurance Co. 

Homeland Insurance Company of Amer- 
ica * 

Imperial Assurance Co.“ 

Liverpool & London & Glove Insurance 
Co., Ltd.“ 

London & Scottish Assurance Corp., 
Ltd.“ 


Casualty companies “ 
Eagle Indemnity Co.“ 
Globe Indemnity Co.“ 
Great American Indemnity Co. 


London Guarantee & Accident Co., 
Ltd.“ 


“ Foreign owned or controlled. 


Massachusetts Fire and Marine Insur- 
ance Co, 

Mercantile Insurance Company of 
America “ 

Newark Fire Insurance Co.“ 

North British & Mercantile Insurance 
Co., Ltd.“ 

North Carolina Home Insurance Co. 

Northern Assurance Co., Ltd.“ 

Pennsylvania Fire Insurance Co.“ 

Phoenix Assurance Co., Ltd.“ 

Queen Insurance Company of Amer- 
ica “ 

Rochester American Insurance Co. 

Royal Insurance Co., Ltd.“ 

Star Insurance Company of America “ 

Union Marine and General Insurance 
Co., Ltd.“ 

United Firemen’s Insurance Co.“ 


Phoenix Indemnity Co.“ 
Royal Indemnity Co.“ 


“ Includes both members and affiliate companies, as the Board does not have information 


giving the respective status of each company. 


* Includes both member and affiliate companies, as the board does not have information 


giving the respective status of each company. 
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APPENDIx II 


TABLE 1.—Domestic air carriers summary of insurance costs, 1938-43 




















: ; 
Flying | Compen- | Building, | | Cents per 
liability {| Flying | sation, ground | Cents per | operating 
Year and com- | equipment; ground | equipment Total total mile expense 
pensation | employees | and mis- dollar 
cellaneous | 
} 
a | @) o» } @ ee ee ee 
acidic os a oneness cine ele ahi ated -aencaguallll 
} | | | } 
De intatucnnpandion $1, 088, 327 | $595, 589 | $127, 943 | $52,317 | $1, 864,176 | 2.6 | 43 
neste emnasepeiarncnm 1, 310, 676 627, 146 147, 546 61,138 | 2, 146, 506 | 2.5 | 4.3 
SE hidaheduipacamne 1, 498, 286 1, 016, 841 204, 454 62,772 | 2,782,353 2.5 | 4.0 
i tttibwnctwiiteee 1, 652, 501 | = 1, 028, 983 178, 424 | 93, 747 2, 953, 655 2.2 3.4 
inthe nities 1, 603, 537 | $20, 351 261, 774 168, 876 2, 854, 538 2.5 3.6 
Ets wetatinane® 1, 592, 137 615, 937 307, 975 | 214, 689 | 2, 730, 738 2.7 3.0 


EXPLANATORY NOTES 


1, The insurance costs of all air carriers operating within the continental limits of the United States, except 
All American Aviation, Inc., and Colonial Airlines, Inc., are included. 

2. The costs reflected in this table are taken from the monthly reports (Form 2780) of the air carriers to 
the Civi] Aeronautics Board. Any refunds of premiums have been included in the calendar year in which 
reported rather than the policy year to which applicable. 

3. The amounts for 1943 represent 11 months costs as reported, and estimated costs for December 1943 
based on the carriers’ experience for previous 11 months. The reports for December had not been completely 
filed when this table was prepared. 

4. Flying liability and compensation insurance as reported in column 1 includes all expenses reported in 
account No. 616 of the Uniform System of Accounts for the years 1938 to 1941, inclusive. For 1942 and 1943 
such insurance includes the expenses reported in Accounts Nos. 415 and 666 of the revised Uniform System of 
Accounts, effective January 1, 1942. In general this insurance covered passenger liability, public liability, 
property damage, and workmen’s compensation and other insurance for the flight crews, except that in 1942 
and 1943 workmen’s compensation and other insurance for stewardesses is included with ground employees 
due to the manner in which it is reported. 

5. Flying equipment insurance as reported in column 2 includes expenses reported in Account No. 615 of 
the Uniform System of Accounts for the years 1938-41, inclusive. For 1942 and 1943 such insurance includes 
the expenses reported in Accounts Nos. 410 and 413 in the revised Uniform System of Accounts, effective 
January 1, 1942. In general, this cost covered insurance against crash, fire, windstorm, and like risks of 
damage to flight equipment. The amounts included for crash insurance are not representative of the total 
cost of such coverage for all equipment in service since several of the larger companies did not carry crash 
insurance. 

6. Compensation, ground employees insurance reported in column 3 includes expenses reperted in 
accounts Nos. 688, 747, 801 and 828 in the Uniform System of Accounts for the years 1938 to 1941, inclusive, 
and in accounts Nos. 469, 618, 665, 716, 768, and 814 of the revised Uniform System of Accounts, effective 
January 1, 1942. These accounts cover primarily workmen’s compensation insurance and accident insur- 
ance for employees. For the years 1938-41 they include some liability insurance in connection with the 
ground facilities. 

7. Building, ground equipment and miscellaneous insurance reported in column 4 includes expenses 
reported in accounts Nos, 687, 746, 800, 827 and 829 in the Uniform System of Accounts for the years 1938 
to 1941, inclusive, and in accounts Nos. 458, 617, 664, 715, 767, 813 and 815 under the revised Uniform System 
of Accounts, effective January 1, 1942. Very little, if any, of the insurance reported under this heading 
ts written through the aviation underwriting groups. 
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Taste 3.—Domestic air carriers analysis of flying liability and compensation 
insurance, 1938-43 








1938 | 1939 1940 1941 1942 1943 
| 
Group I: | | 
Insurance cost. ........- $835, 520) $976,059) $1,039,821) $1,177,707, $1,182,127) $1, 138, 666 
Revenue passenger | 
Br cceccckcceehes 393, 180, 611/558, 981,708 846, 661, 364/1, 094, 591, 926) 1, 111, 912, 113) 1, 256, 334, 322 
Mills per revenue pas- | 
senger mile_.........- 2. 1250) 1. 7461 1. 2281 1. 0759) 1. 0631 0. 9063 
Group IT: 
Insurance cost. ..-.-.... $214,455) $279,944 $387, 692) $389, 117 $346, 404) $364, 029 
Revenue passenger 
55 eet 78, 724, 927|103, 886,884) 169,577,670; 239,188,167) 243,692,379) 293, 864,179 
Ff Mills per revenue pas- | | 
senger mile........... 2. 0980 2. 6947) 2. 2962) 1. 6268) 1. 4215 1. 2388 
Group III: | 
Insurance cost_...-.-... $38, 352 $54, 673 $70, 773) $85, 677) $75, 006 $89, 442 
Revenue passenger 
© WS .. wo cenccccapdea 8, 694,179) 13, 578, 470 23, 300, 015 34, 070, 691 41, 922, 258) 61, 777, 027 
FF Mills per revenue pas- | 
weve senger mile_.......... 4. 4112 4. 0264 3. 0375 2. 5147 1. 7892) 1. 4478 
0 > | 
Insurance cost_........- $1, 088, 327) $1,310,676) $1,498,286) $1,652,501) $1,603,537) $1, 592, 137 
Revenue passenger 
Dy EIN vreiercmentheditoen .----|475, 599, 717/676, 447, 062) 1, 039, 539, 049) 1, 367, 850, 804! 1, 397, 526, 750) 1, 611, 975, 528 
Mills per revenue pas- | | 
senger mile........-.. 2. 2883 1. 9376 1. 4413) 1. 2081) 1. 1474 0. 9877 
us | 








EXPLANATORY NOTES 


1. Flying lability and compensation insurance includes insurance against passenger liability, publie 
liability, property damage, and workmen’s compensation and accident risks. (See note 4 of appendix II, 
table 1.) It is estimated that passenger liability accounts for approximately 85 percent of the total of fly- 
ing liability and compensation insurance. In 1943, for example, passenger liability insurance costs amounted 
to $1,390,893, or 87.36 percent of the total flying liability and compensation insurance for that year. The 
cost of the other 15 percent of flying liability and compensation insurance does not vary in relation to reve- 
nue passenger miles. 

2. The groups have been classified according to size, and are the same as in appendix IT, table 2. (See 
note 1 thereto.) 
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AppENprx III 
RESOLUTION OF SPECIAL ORGANIZING PLANNING COMMITTEE, DATED JULY 21, 1932 


Until October 1, 1932, the following underwriting groups and companies: 
Associated Aviation Underwriters, Barber & Baldwin, Inc., National-Continental 
Aviation Insurance Association, United States Aviation Underwriters, Inc., and 
Travelers Insurance Company, do hereby agree: 

(1) To protect the interests of all subscribers hereto and in respect to re- 
newal and existing risks—to name only rates and conditions established by the 
carrying subscribers. 

(2) Toname only rates and conditions agreed upon by this Committee or by its 
authority in respect to all new business. 

(3) To ascertain in the case of each risk offered whether the risk presented 
is or is not insured in the whole or in part at the time, and if insured, the name 
of the carrying subscriber. If a risk is insured at the time of presentation, the 
subscriber to whom the business is offered shall immediately communicate with 
the carrying subscriber, who shall name the rates and conditions to be quoted. 
If a risk is uninsured, the subscriber to whom the offer is made shall com- 
municate with the other subscribers and agree on rates and conditions to be 
quoted. 

(4) That it is understood that all local agents and brokers shall be entitled 
to 10% only; that general agents, and, in the case of brokers reporting business 
to the Associated Aviation Underwriters who have to divide commissions with 
correspondents, the commission is 15%. No change will be made by any sub- 
scriber in this commission scale at this time. This scale shall not apply to com- 
pensation insurance, where the commission shall be 10% and 12% respectively. 

(5) That no subscriber shall cancel or rewrite any existing business for 
the purpose of having any possible increase on rates or renewals, and further 
that no subscriber shall extend any policy normally expiring between this date 
and October 1, 1932, to a date beyond October 1, except by agreement with all other 
subscribers. 

(6) That no letters, open binders, or agreements, discount or rate conces- 
sions will be made with regard to any form of aviation insurance coming within 
the scope of this resolution, and further those subscribers hereto shall not 
attempt to attract to themselves or influence the placing of any form of avia- 
tion insurance, even at equal rates, through concessions granted to producers on 
non-aviation forms of insurance or in making available to aviation assureds non- 
bureau or non-board facilities on other lines of business placed by these assureds. 

(7) That in respect to all new business offered to the market, the Associated 
Aviation Underwriters, Barber & Baldwin, and the United States Group will 
nominate underwriters, who will meet as frequently as will be necessary and 
who will determine rates and conditions for the rating of such business. The 
Travelers Insurance Company and the National-Continental group do not, at 
this stage, choose to nominate underwriters to sit in on such committees, but 
reserve the right to refer to the Committee risks in which they may be inter- 
ested. The Underwriters (or Rating Committee) will take such steps as are 
necessary to keep all markets advised as to rates and conditions promulgated. 
Mr. Floyd Prothero of the Travelers at Hartford, and Mr. EB. L. Boyden and/or 
Mr. R. C. Meldrin of the Continental Casualty Company, 75 Fulton St., New 
York, will act in respect to these matters on behalf of the Travelers and the 
National-Continental respectively. 

(8) No quotations made prior to this date, on new business, shall be effective 
on or after August 6. It is understood, however, that the Rating Committee will 
permit any quotations made prior to this date to stand, if, in their judgment, 
circumstances are sufficiently extenuating to justify it. 

(9) With regard to West Coast business, pending the consummation of the 
Associated’s plans for having a permanent aircraft representative on the Coast, 
the following procedure is to be adhered to: In respect to West Coast business 
now controlled by either Barber and Baldwin or the U. 8. Group, or new business 
originating with either of those two offices, the West Coast offices of Barber and 


Baldwin and the U. S. Group are to name the rates and conditions and communi- , 


cate them to whatever person Mr. Scarritt nominates in San Francisco or Los 
Angeles, the name of this person to be communicated to this committee as early 
as possible. With regard to West Coast business now controlled by the Associ- 
ated or originating with them, their temporary representative to be named by 
Mr. Scarritt is first to secure his instructions from his New York office, and, in 
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respect to renewal of existing business, advise Barter and Baldwin and the U. 8. 
Group of the rates and conditions set. In respect to new business, based on the 
instructions received from his New York office, he is to collaborate with the New 
York office in the setting of rates. Further, in respect to new West Coast 
business, the West Coast Rating Committee is to send memoranda of rates and 
conditions to the members. 

(10) Risks offered to any market may be bound subject to a rate to be pro- 
mulgated by the committee. 

At a special meeting held on July 26, 1932, paragraph 4 of the above agree- 
ment was deleted and the following substituted : 

“4. It is understood that each subscriber during the currency of this agreement 
shall continue its present scale of commissions.” 


APPENDIX IV 


MEMORANDUM OF THE BASIC RULES AND REGULATIONS UNDER WHICH THE BOARD 
or AVIATION UNDERWRITERS OPERATES “ 


(1) Objects: The Board came into existence on June 22, 1932 in order to: 

(a) Develop and facilitate scientific and intelligent underwriting of all 
forms of aviation insurance. 

(b) Study and promote simplification and accuracy of rating methods 
and rate presentation. 

(c) Investigate class or general hazards and to devise, advocate and pro- 
mote reasonable and proper means of reducing the hazards insured against. 

(d) Harmonize specific rates, rating formulae or other methods of rating. 

(e) Prevent rebating and unfair discrimination and to promote, regulate 
and advance good underwriting practices. 

(f) Regulate agency commissions (including contingent commissions) and 
all other methods of remuneration to agents and brokers. 

(g) Serve as a medium for exchange of information. 

(2) Membership: The following underwriting Groups and Companies consti- 
tute the membership: Aero Insurance Underwriters, Associated Aviation Under- 
writers, U. S. Aviation Underwriters, Inc., Travelers Insurance Company. 

(3) Headquarters: The Board maintains an office and keeps its records at 
99 John Street, and the expenses of maintaining the organization are distributed 
among the members as follows: Aero Insurance Underwriters, 30 percent; Asso- 
ciated Aviation Underwriters, 30 percent; U. S. Aviation Underwriters, Inc., 30 
percent ; Travelers Insurance Company, 10 percent. 

(4) Officers: The officers of the Board are as follows: Chairman of the Execu- 
tive Committee, G. L. Lloyd; Secretary and Liaison Officer, Ross B. Cameron; 
Treasurer, Reed M. Chambers; Chairman of Statistical Committee, A. J. Smith. 

(5) Committees : The Standing Committees of the Board are as follows: 

Executive Committee: G. L. Lloyd, Chairman; David C. Beebe; Reed M. 
Chambers; D. deR. M. Scarritt ; John H. Hart. 

Votes on the Executive Committee are as follows: Aero Insurance Under- 
writers, 1; Associated Aviation Underwriters, 1; U. S. Aviation Under- 
writers, Inc., 1; Travelers Insurance Company, 1. 

Rating Committee: Ross B. Cameron, or alternate; Jack Nelson, or alter- 
nate; L. M. Stewart, or alternate. 

West Coast Rating Committee: A. C. Harris, F. Treadwell, BE. Tibbetts. 

Statistical Committee: A. J. Smith, Chairman; J. A. Gronau, A. Bingay. 

(6) Meetings: The Annual Meeting of the Board is held in the month of 
September each year, at which time all officers retire and new officers are elected 
for the ensuing twelve months. The Executive Committee meets on the call of 
the Chairman. The Rating Committee meets daily. The Statistical Committee 
meets on the call of the Chairman. 

(7) State Insurance Departments: The Board of Aviation Underwriters is 
recognized by the New York Insurance Department as the official rating organi- 
zation for aviation risks and also as its agent for collecting aviation statistics 
from all Companies and filing them with the Department. 

Rates applicable to the various classes of aviation insurance underwritten by 
members were filed with the New York Insurance Department on September 23, 
1932, and since that time the State of Washington has requested the Fire Com- 





“ This memorandum was furnished by the Board of Aviation Underwriters. 
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panies in that State to file rates and this was done by the Groups individually 
commencing May 1934. 

The following description of the underlying agreements between the members 
of the Board was filed with the Insurance Department of the State of New York 
on December 15th, 1933: 

The Board of Aviation Underwriters does not have a constitution or by-laws 
as such, but its members, at properly convened meetings have, by resolutions 
formally adopted, entered into agreements which are regarded by all as binding. 

The origin of the organization is to be found in the holding of a meeting called 
by the Superintendent of Insurance of New York State at the New York Office 
of the Department on June 10, 1932. All Fire, Marine and Casualty Insurance 
Companies entered in New York State and transacting aviation insurance were 
requested to be represented at this meeting. The Superintendent asked that the 
Companies interested in aviation insurance take such steps as they deemed neces- 
sary in order to eliminate the destructive competition which was alleged to 
prevail in the writing of this class of insurance, and to endeavor to place the 
rating and underwriting of risks on a basis which would be fundamentally sound. 
For the purpose of carrying out the request of the Department, a Committee of 
Companies was appointed under the Chairmanship of Mr. W. J. McCaffrey, Vice- 
President of the Royal Indemnity Company. This Committee, having duly met, 
delegated to the Managers and Underwriters of the various Groups of Companies 
transacting aviation insurance, the task of preparing and submitting uniform 
rates which would meet with the wishes of the Department. This body, later 
known as the Board of Aviation Underwriters, drew up plans for the proper 
control and the rating of aviation risks and presented them to the Insurance 
Department through the medium of Mr. McCaffrey’s Committee. 

The following resolutions passed at meetings attended by the following Groups 
of Companies, constitute their agreement to subscribe to the rules and regula- 
tions of the Board of Aviation Underwriters: Aero Insurance Underwriters 
(then Barber & Baldwin, Inc.) ; Associated Aviation Underwriters; National- 
Continental Aviation Insurance Ass’n; U. 8S. Aviation Underwriters, Inc.; Trav- 
elers Insurance Company. 

Pending the next meeting of this Aviation Insurance Committee, the under- 
writing Groups and Companies present hereby agree to protect the interests of 
all subscribers hereto, and in respect to renewal and existing risks to name only 
rates and conditions established by the carrying subscriber. (Meeting held June 
22nd, 1932) 

Until October 1st, 1932, the underwriting Groups and Companies present hereby 
agree: 

(a) To protect the interests of all subscribers hereto, and in respect to 
renewal and existing risks to name only rates and conditions established by 
the carrying subscriber. 

(b) To name only rates and conditions agreed upon by this Committee or 
by its authority, in respect to all new business. (Meeting held July 21st, 
1932) 

Resolved, That the agreement between the members otherwise scheduled to 
terminate as of October ist, 1932, should continue for an indefinite period of 
time, subject to thirty days’ notice of withdrawal in writing, with the under- 
standing that a withdrawing member after having given notice is obliged to abide 
by the rules and regulations of the Board until the expiration of the thirty day 
period. (Meeting held September 15th, 1932) 

Resolved, That the name of this organization shall be “BOARD OF AVIATION 
UNDERWRITERS.” (Meeting held October 7th, 1932) 

(8) The following resolutions have been passed by the Executive Committee 
of the Board of Aviation Underwriters from time to time and constitute the basic 
agreement between Members on the questions dealt with. 


CLASSES OF INSURANCE OVER WHICH THE BOARD HAS JURISDICTION 


I. Hull insurance covering aircraft (heavier than air) and airships (lighter 
than air): 


All insurance (except as specifically excluded below) covering physical loss of 
or damage to assembled aircraft and/or airships caused by or resulting from: 
(a) Fire 
(b) Accidental Damage, Perils of the Air, Crash or Collision 
(c) Tornado, Cyclone or Windstorm 
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(d) Theft 
(e) Land Damage and/or Mooring Risk 
(f) Loss of use 
and such other and necessary forms of coverage as may from time to time 
be devised to meet the requirements of aircraft and airship owners. 
The Board does not exercise jurisdiction over : 
(a) Builder's risk policies covering airships while under construction. 
(b) Marine or transportation policies covering Rail, Truck, Coastwise, 
Intercoastal or Ocean shipments of new or used assembled aircraft, boxed 
or unboxed, except so far as such risks may be covered under the transporta- 
tion clause appearing in the present standard forms of aircraft or airship 
hull policies now used by the Associations or Groups members of the Board. 
(c) Writing of assembled aircraft under specific fire policies as contents 
at hangar contents rates, but the Companies’ members of the Board between 
themselves agree that all policies covering hangar contents shall exclude 
assembled aircraft and that assembled aircraft shall be insured only through 
their respective Aviation Departments under aircraft hull policies, at rates 
established by the Board of Aviation Underwriters’ Rating Committee. 
With regard to Hull Perils as enumerated above, the Board not only has com- 
plete jurisdiction by Agreement between its members, irrespective of location 
of risks, but is the recognized controlling organization on New York State risks, 


for Members and Non-Members of the Board, by authority of the New York 
Insurance Department. 


2. Third party liability of aircraft and airship owners and operators: 


All insurance covering the legal liability of aircraft and airship owners and 
operators for: 


(a) Death of or injuries to members of the public occasioned by aircraft or 
airships. 

(b) Death of or injuries to passengers in aircraft or airships. 

(c) Damage to property of others caused by aircraft or airships. 

The Board has complete jurisdiction, by agreement between its Members, for 
the establishment of rates, conditions and general underwriting practices covering 
all of the risks enumerated in this section, irrespective of location, and is the 
recognized controlling organization for Members and Non-Members, for risks 
located in New York State, by authority of the New York Insurance Department. 


3. Registered mail, cargo and cargo liability insurance: 


(a) The Board of Aviation Underwriters does not have any jurisdiction 
whatsoever over registered mail business even when such registered mail is 
forwarded by air, nor does the Board have jurisdiction over cargo insurance 
effected by cargo owners except so far as such insurance may be arranged 
on behalf of shippers by aircraft or airship owners or operators under policies 
that also cover the legal liability of such aircraft owners or operators to 
shippers for loss or damage to such cargo while in their care and custody. 
(As per sub-section B). 

(b) The Board of Aviation Underwriters has jurisdiction over all insur- 
ance covering: 

(1) The legal liability of aircraft and airship owners and operators 
for loss or damage to personal effects or baggage of passengers in air- 
craft or airships. 

(2) The legal liability of aircraft or airship owners or operators for 
loss or damage to merchandise or other cargo in their control and 
custody, when such policies are issued to aircraft or airship owners or 
operators.” 


4. Airport and airmeet liability: 


All insurance covering the legal liability of airport owners and operators for 
death or injuries to members of the public or damage to property of others as 
now insured under the standard form of airport liability policy issued by mem- 


“The Associated Aviation Underwriters stated that risks of this nature were handled by 
the Marine Department of the Companies they represented and in order that there would be 
no conflict between what Marine Underwriters quoted on such risks and the aviation insur- 
ance market might quote, the following were appointed a Committee of two to arrive at an 
understanding with the Marine Underwriters as to whether the naming of rates for the 
insurance of cargo being transported by air should be rated by the Board of Aviation Under- 
writers or by the Marine Underwriters—Mr. D. C. Beebe and Mr. John Rogers. 
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bers of the Board of Aviation Underwriters or as many hereafter by agreement 
between the members be amended. All insurance covering third party liability 
in connection with airmeets irrespective of whether such insurance be effected on 
behalf of the airport owners or operators, or on behalf of others conducting such 
airmeets. 

The Board has complete powers for the making of rates in respect to all airport 
liability policies that do not come within the rate making jurisdiction of the 
National Bureau of Casualty and Surety Underwriters, as well as complete rate 
making power over airmeet policies. The National Bureau of Casualty and 
Surety Underwriters has authority, which the Board recognizes, to promulgate 
rates for airport liability policies where the flying hazard is not specifically in- 
cluded under such policies. In respect to those policies over which the National 
Bureau has rating authority, the Board of Aviation Underwriters has jurisdic- 
tion, as between its members only, to the extent that all quotations covering 
such policies shall be uniform in respect to conditions of coverage, limits of li- 
ability and commissions. 


5. Personal accident insurance: 


All policies covering death and dismemberment, including or excluding weekly 
indemnities which cover the aviation hazard, irrespective of whether such policies 
are issued on an annual, short term or trip basis, and irrespective of whether 
such policies are limited to the aviation hazard or not. 

The Board by agreement between its members, has complete jurisdiction over 
the establishing of rates, conditions and general underwriting practices in respect 
to all policies limited to the aviation hazard, and for the establishing of addi- 
tional rates, conditions and underwriting practices, when the standard form of 
accident policy issued through the Accident and Health Departments of the 
Member Companies is extended by endorsement to include the aviation hazard. 
Nothing, however, in the foregoing shall be construed to the effect that the Board 
has jurisdiction over the customary form of endorsement added by companies 
writing accident and health insurance extending such policies with or without 
additional premium, giving insureds permission to ride as fare paying passengers 
in aircraft of scheduled air lines over scheduled routes. 


6. Hangar owners liability: 


All policies covering the legal liability of hangar owners or operators, aircraft 
and engine manufacturers, and service stations for loss or damage to aircraft or 
airships, the property of others, by fire, windstorm or other cause while in their 
care and custody. 

The Board has complete jurisdiction over policies of the foregoing nature, 
subject however, to the rules and regulations as established by other organiza- 
tions having jurisdiction. 


%. Products liability and defective parts insurance: 


All policies covering the liability of aircraft, aircraft engine, propeller and 
other aviation accessory manufacturers, for death of members of the public 
or passengers, or for damage to property of others occasioned by defective work- 
manship or materials supplied by the insured. 

The Board has complete jurisdiction, by agreement between its Members, for 
the establishing of rates, conditions and general underwriting practices covering 
all of the risks enumerated in this section, irrespective of location, and is the 
recognized controlling organization for Members and Non-Members, for risks 
located in New York State, by authority of the New York Insurance Depart- 
ment 


8. Aircraft and aircraft spare parts transportation policies: 


The Board has jurisdiction as between its Members for the purpose of estab- 
lishing uniform rates, conditions and underwriting practices covering transpor- 
tation policies or endorsements to aircraft hull policies issued to air lines and 
flying services covering aircraft spare parts, spare engines and other necessary 
and customary spare parts when such spare parts are eligible for coverage under 
a transportation policy. 


| 
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ACQUISITION cost “ 


The following uniform scale of commissions for all classes of aviation insur- 
ance shall be in force until superseded by a permanent agreement : 





Col. 1 Col, 2 


| Commissions | Overwriting 
payable to payable ta 
all licensed bona fide. 














producers general 
agents 
Percent Percent 
All coverages, ex compensation... ..............-.....----.--- aguateeeies owe 10 
Compensation 


REA LEE PEE OME SE ESR EAE SA eT Tae 10 214 





The General Agency overwriting as suggested above is to be payable only to 
bona fide general agents of individual companies subscribing to this agreement, 
or to active companies members of associations or groups subscribing to this 
agreement. 

It is understood and and agreed that privilege is given to any Member of this 
agreement to pay a total commission of the maximum percentage as specified in 
Column 2 above to producers on policies where such producers have bona 
fide sub-brokers or sub-agents, such sub-broker or sub-agent to be specified in 
writing at the time of acceptance of any policy. 

Privilege is also granted to any member of this agreement to continue pay- 
ing such contingent profits commission as may have been in force until such 
time as a permanent commission agreement is arrived at. 


9. Rating of renewal risks 


The Rating Committee shall name renewal rates and conditions but said Com- 
mittee must name the rates and condition established by the carrying company 
if the carrying company so elects. Under no circumstances shall the carrying 
company release rates to the assured, broker or agent until same have been 
given to the Rating Committee. 

Rating of scheduled airlines (other than those named).—In respect to all 
scheduled airlines (excluding Pan-American, Eastern Air Transport, American 
Airlines, T. & W. A., United, Pennsylvania Airlines, Western Air Express, Kohler 
Aviation, National Parks, Northwest. National Airways and extensions thereto 
operated by said lines) it is agreed that: 

The Rating Committee— 

(a) shall have authority to set all rates and conditions. 

(b) In the case of renewal and existing risks the carrying company after 
rates and conditions have been set by the Rating Committee may protest 
the rates and conditions thus established and the carrying company’s wishes 
shall supersede the authority of the Rating Committee providing such carry- 
ing company files with the Committee prior to quoting any assured and/or 
broker and/or agent the rates and conditions which it elects to quote and 
the Rating Committee shall maintain a record of such exception and the 
reasons therefor. 

(c) The West Coast Rating Committee is not to rate any scheduled air- 
lines, all such airlines to be rated by the New York Rating Committee. 

Cancellation and Rewrite——No current policy may be cancelled and rewritten 
at lower rates or with broader conditions than the policy it replaces unless au- 
thorized by the Rating Committee. 





# At a meeting held on September 12, 1933, it was pointed out that there is a tendency 
at the present time to enlarge the field of agents and brokers to whom more than 10% 
commission is paid, and it was felt that a tendency such as this was dangerous and should 
not be allowed to develop. It was moved by Mr. Torrey, seconded by Major Chambers, and 
unanimously carried, that the following should constitute a Permanent Standing Com- 
mittee on Acquisition Cost, and that such Committee meet at an early date and submit to 
the Executive Committee their recommendations for the control of commissions to agents 
and brokers: Mr. David C. Beebe, Mr. John H. Hart, Mr. G. L. Loyd, Mr. John Rogers. 
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Statistical Program.—The Rating Committee should furnish the Chairman of 
the Executive Committee with particulars from time to time as to the statisties 
needed by them, and the Chairman should thereupon take whatever action he 
considers necessary in order that the proper statistics might be forthcoming. 

Fair Practice Resolution: No letters, open binders or agreements, discounts or 
rate concessions will be made with regard to any form of aviation insurance 
coming within the scope of this resolution, and further those subscribers hereto 
shall not attempt to attract to themselves or influence the placing of any form 
of aviation insurance, even at equal rates, through concessions granted to pro- 
ducers on non-aviation forms of insurance or in making available to aviation 
assureds non-bureau or non-board facilities on other lines of business placed by 
these assureds. 


Bids submitted on airport concessions 


























Location Type con- | Bid date and/or effective| AAU Tele- A/S 
tract date Trip 
San Francisco. ............-...--.- B &15M.| Aug. 11, 1954.-....--...-. ham. -” OA, 267.90 1.2..-.835. 
4, 570. 
Minneapolis Oct. 15,1954 1 year ?_._| 2,325.00 | 1,750.47 $765. 00 
Milwaukee -| B_.- December 1954.-......-- 360. 00 Hy a, 
BP 6 ndkcondubue sand ds ee 270. 83 304. 33 260. 42 
5, in scsi nici nb Chinn nadi ? Mar, 22, 1955.....-..-... 1,027.00 901. 99 876. 10 
I cco nnn hbo etuiimereabipaaoecags ._| Apr. 27,1955 3 years__.| 2,424.99 | 5,639.52 | 3,062.00 
dss aiemuneinil BD aiden October 1955--..........| 2,325.00 | 1,750. 47 765. 00 
A Lie Se Rctincabbad B & M--...| Dee. 1, 1955 3 years_-_..| 2,791.67 | 5,200.55 | 6,971.25 
Miami International -_-........-.-- B & M...-| June 27, 1956 2 years...| 5,559.42 | 1,208.33 | 2,676.00 
I esicltingsendpchihcingenieescteieinay B & M..-..| Aug. 9. 1956 5 years__..| 1, 287.52 | 2,083.33 1, 905. 00 
II thas icichn ss omneciutiesbieaiae ae nbschaods Nov. 7, 1956 3 years..._|} 3,055.00 | 6,250.00 | 2,343.33 
NN BD OD oo ccnncmsnnenniveien echt Dec. 14, 1956 3 years_--| 1, 666.66 | 1,000.00 |_.-....._- 
tn hn see ehdincriaenamarelioiags caramel Jan. 1, 1957 3 years._--- 1,776. 74 | 1,530.00 | 1,826.00 
OS eee ee ee B & M....| Mar. 15, 1957 3 years___| 1, 573.37 | 2,050. 00 1, 543. 40 
a eT necmnmeeapenenie B & M....| May 6, 1957 5 years_--- _ 400.00 | 7,805.00 | 9,045.00 
|14, 465. 00 

an ees oo nis conc dens B_........| May 6, 1957 2 years. ___|18, 500.00 {17,609.73 | 13, 500.90 
cise baiemenaedttenotenes B & M....| June 1, 1957 5 years..._/'2, 916.66 | 3,125.00 |....-..... 
SI ccticackcaeherestt he thnnccentiapetetonesntannepienee Do canseuee Sept. 10, 1957 3 years...) 2,838.33 | 2,083.00 | 2,095.00 
 iaasapittninieinchehilldpeeiintienttinetientintniadetebane Fe, CO Nido cudunctindinacedie 

RN io iti wriviamaclcedienid B & M....} Nov. 1, 1957 5 years_-_-_- (5) (0) (7) 
Detroit (Wayne County) ....-....- B & M....| Jan. 13, 1958 3 years__-- 354% 2916% 13% 
eeesocccncen|coccceccceccsccenesecocoee | PREP E la ntecateesloncencuamh 
ete 2 isdn di Gian Bivens Jan. 21, 1958 5 years__._|$4, 906. 66 |$3, 420.00 | $3,071.00 
Montreal, Canada......_........-. Bi du ndablé Jan. 31, 1958 3 years._..| 4,630.00 | 2,378.69 |.......... 
tT inten nit edad snkmieemelnentiamenmee at TE ccmrieasmeiioutin | 2,662.00 | 1,824. 60 1, 539, 04 
RII ooidestncschtlectiineknmtnieitiones B & M....| May 27, 1958__......-..- Fey 911.00 | 3, 602. 00 1, 850. 00 
a act ole a oo cell 16200000 Bano eh 
SIT enintrpuioniarcinsintateiatibeaibeeick tp tliel B & M....; Aug. 1, 1958 5 years....|14, 333.33 | 8,032.50 | * 7, 500.00 
ctl dicaceienanial Jan, 1, 1957 3 years._.-.-| 3, 235. 00 | 3,600. 00 j.......... 
piu tidedbabtibebebonatimeksntbowa }103,355.00 | 3, 154.00 |........-. 

JTS Saee 
1 Mercury. 


2 With renewable option. 

3 Awarded to Associated. 

4 Security Life and Accident. 

§ $120 minimum plus $15,283.40 per year. 

€ $120 minimum plus 274¢ percent. 

7 $120 minimum plus $10,920; 25 percent over $68,000. 
® A. W. Hahn. 

* Booth a 

1% Security Life of Denver. 


Nore.—All bids reduced to monthly guaranty. 
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New York, N. Y., May 7, 1954. 
Boarp oF SUPERVISORS, COUNTY OF MILWAUKEE, 
Milwaukee, Wis.: 


Understand insurance counter concession again may be given Tele-Trip, Inc., 
despite the fact that they previously failed to meet conditions of their previous 
bid. In our opinion Tele-Trip having defaulted on previous contract with you 
is not eligible for reconsideration and therefore concession should be given to 
undersigned. On previous bid we were careful to point out that conditions could 
not be met realistically and based our bid only on conditions which were sound. 
It would seem that one of the reasons we failed to obtain concession originally 
was because we were unwilling to promise something we knew could not be 
delivered and our honesty in this case penalized us against an outfit which had 
no such respect for ethics and which since defaulted. Our 54 large stock mem- 
ber companies wish us to ask your reconsideration of our bid. Please advise 
by wire. 

Thanks, 


ASSOCIATED AVIATION UNDERWRITERS. 


New York, N. Y., May 28, 1954. 
BoarD oF SUPERVISORS, COUNTY OF MILWAUKEE, 
Milwaukee, Wis.: 


We retract statement contained in our telegram of May 7, 1954, that Tele-Trip, 
Inc., had no respect for ethics in making bid which resulted in their obtaining 
contract for counter concession at General Mitchell Field. However we believe 
in view all circumstances that concession should now be awarded to us. 


ASSOCIATED AVIATION UNDERWRITERS. 


Crty oF Fort Worth, TEx., 


December 8, 1956. 
Mr. PAvut F. BRABAZON, 


President; Tele-Trip Policy Co., Inc., 
Washington, D. C. 

Dear PAvt: Attached is a telegram from the mayor of Atlanta, Ga., and’ my 
reply. 

Friday, November 30, 1956, I had a telephone call from Mr. David Davis, 
airport manager at Denver, Colo., asking the same as in the telegram. Mr. Davis 
stated that a competitive company had stated that your company had defaulted 
on your contract, etc.; not only at Fort Worth, but at other places as well. 

My answer was, that it was not so at Fort Worth. That whatever was done 
here was done by mutual understanding by all concerned. 

Yours very truly, 
Bill, 
W. G. FULLER, 
Director of Aviation, City of Fort Worth, Tea. 


ATLANTA, GA., November 19, 1956. 
W. J. FULLER, 


Airport Manager, Fort Worth, Tez.: 

We have under consideration contract with Tele-Trip Policy Co. for an exclu- 
sive location. Would appreciate your advising me immediately in confidence 
your experience with this company. 

WILuiaM B. HARTSFIELD, 
Mayor of Atlanta. 
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Wru1aM B. HarRTSsFIELD, 
Mayor of Atlanta: 
Retel our relations with this company has been very satisfactory and I recom- 


mend them highly. 
W. J. Futter, Director Aviation, City of Ft. Worth, 


METROPOLITAN DapE Counry, FLA., 
BupGET DEPARTMENT, 
Miami, Fla., August, 6, 1958. 
Dona.p P. McHveu, Esaq., 
In care of Hon. Joseph C. O’Mahoney, 
Senate Office Building, Washington, D.C. 


Dear Mr. McHvuecH: In accordance with your telephone discussion with the 
Honorable Ralph A. Fossey, chairman, Dade County Port Authority, I have been 
instructed to accumulate as much of the material as possible on the trip insurance 
concession at the Miami International Airport. That material is enclosed. 

Unfortunately, some parts of the proposals could not be reproduced. Those 
various items are shown on the lists attached to each of the sets of papers for 
each proponent. We sincerely hope that this material will be of value to you. 
If you have any further question of any kind, please do not hesitate to contact 
this office. 

Along with the proposals received from Mutual of Omaha, Associated Aviation 
Underwriters, and Airport Sales Corp., specifications were requested by and sent 
to the following organizations : 

Mr. Eugene Beese, Circle Insurance Agency, Inc., Miami Springs, Fla. ; 

Mr. Marvin H. Tinsley, Tinsley-Hessen Insurance Agency, Inc., South 
Miami, Fla. ; 

Mr. Wililam J. Hartnett, Hartnett, Inc., Coral Gables, Fla. ; 

Mr. Frank Gabor, Gabor & Co., Inc., Miami, Fla. ; 

Mr. Stamm, Equitable Insurance Company of Iowa. 

None of the five listed above submitted proposals. 

The Board of the Dade County Port Authority has officially accepted the pro- 
posal offered by Associated Aviation Underwriters and all proponents are being 
so notified. 

At the present time, this type of insurance is being handled through the fol- 
lowing outlets: 

1. Thirty-sixth Street terminal, under an insurance concession contract be- 
tween the Dade County Port Authority and Associated Aviation Underwriters. 

2. Pan American Airways ticket counter in the 36th Street terminal under a 
contract between Pan American and another concessionaire. 

3. Eastern Air Lines terminal, under a concession contract between Eastern 
Air Lines and Associated Aviation Underwriters. 

From information made available to us, it appears that the total gross premium 
income from the above sources, is approximately $277,000. 

The Dade County Port Authority, at the present time, is constructing a new 
terminal. It is intended that all airline activities will operate out of this one 
terminal and that all insurance will be handled under the concession contract 
being awarded Associated Aviation Underwriters. The best estimate at the 
moment indicates that the first year gross premium income under this concession 
agreement in the new terminal will be approximately $350,000. 

Best regards. 

Yours very truly, 
L. C. LOVAAS, 
Manager, Insurance Division. 


JULY 28, 1958. 
Hon. Ratpu A. Fossey, 
Chairman, Board of County Commissioners, 
Dade County Courthouse, Miami, Fla. 


Dear Sire: Administrative officers of the Dade County Port Authority have 
completed negotiations with the three organizations that have entered proposals 
for the insurance concession for machine and counter sales of travel accident 
and other appropriate insurance policies at the Miami International Airport to 
commence on August 1, 1958. 
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Attached hereto is an analysis and computation sheet of the proposals as. 
received and negotiated. The brochures containing the proposals for each 
organization are submitted herewith. It is considered that each of the organi- 
zations that have submitted the proposals are qualified and responsible insurance 
companies and, in our opinion, fully able to carry out adequate service to the 
public as well as perform their responsibilities to the port authority. 

This terminates the negotiations as to the proposals as far as the administra- 
tive officers of the authority are concerned. The Port Authority Act vests the 
power of negotiation in the commissioners of the Dade County Port Authority. 
You may accept these negotiations by your administrative officers and make the 
award based upon these negotiations. You are also free to continue negotiations 
if you so desire. 

All of the proponents are of national repute in the aviation trip insurance 
business, and are considered financially responsible in this type of business. 
All of the proponents are conducting this type of insurance business on hundreds 
of airports throughout the United States. 

It is my recommendation that you make your award, selecting the con- 
cessionaire that would generate the largest amount of revenue to the port 
authority. 

I recommend that you conclude your consideration and/or further negotiations 
promptly and make the necessary award inasmuch as firm contracts guaranteeing 
specific amount of revenue to the port authority at this time are important to 
our financial program, and also, the present contract for the insurance concession 
at the 36th Street Miami International Terminal expires on July 31, 1958. 

Very sincerely, 
Dave County Port AUTHORITY, 
GrorcE M. McSuerry, Director. 


Dave County Port AUTHORITY 
INTEROFFICE CORRESPONDENCE 


To: Commissioners Fossey, Cowart, McLeod, Hall, and Mason. 

From: Office of the general counsel with the endorsement of the port director. 

Subject: Insurance concession for machine and counter sales of travel accident 
and other appropriate insurance policies at the Miami International Air- 
port. 

GENTLEMEN: Pursuant to authorization by the authority and pursuant to sec- 
tion 2 (19) of chapter 22963, Laws of Florida, Acts of 1945, as Amended (Dade 
County Port Authority Act), an advertisement giving notice of acceptance of 
proposals for the insurance concession for machine and counter sales at Miami 
International Airport, was placed in a publication of general distribution. 
Publication of notice resulted in nine inquiries with requests for specifications. 
Specifications were promptly mailed to all applicants. Proposals were received 
from three of the nine firms that received specifications, namely : 

1. Associated Aviation Underwriters (Cauley & Martin, local agents). 

2. Airport Sales Corp. (Davis-Gillingham, local agents). 

3. Mutual of Omaha (Tele-Trip) (Bryon Holdren & Associates, local 
agents). 

The above-named organizations handle practically all of the insurance con- 
cession sales at major airports throughout the United States. The specifications 
(a copy of which is attached hereto) basically requested proposals for— 

(1) A 5-year concession contract at the new 20th Street terminal for 
machines or counter sales or both ; 

(2) An interim-period concession contract for machine and/or counter 
sales at the temporary 20th Street terminal, located at pier D, commencing 
August 1, 1958, to the date pier D is no longer used as such ; and 

(3) An interim-period concession contract for the present counter sales 
and machine locations in the 36th Street Miami International Airport 
Terminal Building commencing August 1, 1958, to the date the new 20th 
Street terminal becomes substantially operational. 

Proposals for the above locations were requested on the basis of— 

(a) Exclusive counter sales; or 

(0) Exclusive machine sales; or 

(c) Combination of counter sales and machine sales. 
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The proposals for the above could be based on an exclusive basis or a non- 
exclusive basis with one additional concessionaire or with two additional con- 
cessionaires providing like services. 

Each proposal received complied with the requirements of the specifications 
as to submitting proof of experience in the insurance field, financial statements 
of the principal insurance carriers, sample policies, performance bonds and 
letters of intent from a surety company to guarantee 114 times the minimum an- 
nual guarantee contained in their proposal, and the proof of authority to engage 
in the insurance business in the State of Florida and other pertinent requirements 
contained in the specifications. 

There is submitted herewith for the perusal of the commissioners, the pro- 
posal brochures received from the proponents and an analysis computation sheet 
attached hereto for the convenience of comparing the proposals, showing the 
figures as submitted by each proponent. 

Negotiations were commenced on schedule in the office of the port director, 
Dade County Port Authority, on Monday, July 21, 1958, and were completed on 
Tuesday, July 22, 1958. 

On July 21, 1958, negotiations were conducted with : 


MUTUAL OF OMAHA 


Mutual of Omaha was represented by Mr. D. M. Madgett, vice president, and 
Mr. Paul Brabazon, president of Tele-Trip Co., Inc.; Mr. George McSherry, 
port director, and William L. Cleveland, assistant general counsel, representing 
the port authority. 

Mutual of Omaha revised their proposal to conform with the specifications 
as they had inadvertently omitted a proposal for the interim period for the 36th 
Street terminal and for the temporary pier D terminal, and revised upward their 
yearly guarantee for exclusive counter and machine sales at the new 20th 
Street terminal, which final figure appears on the computation sheet attached 
hereto. 

Mr. Brabazon brought to our attention that although they do not at the 
present write a 25-cent policy in the Tele-Trip machines, the machine could be so 
adjusted from their present 50-cent policy to a 25-cent policy. Mr. Brabazon 
also called our attention to the fact that they had no objection to changing their 
present 50-cent machine to a 25-cent machine at the Miami International Air- 
port but was quite concerned that if they installed 25-cent machines at Miami 
International Airport, their other concessionaires around the country would 
want the same, in which event, their cost for changing over when their con- 
tracts ran out would add up to a sizable sum. Such an observation from Mr. 
Brabazon justifies the port director’s insistance that a 25-cent policy is very 
popular with the air-traveling public, therefore, would result in more sales and 
revenue to the port authority by the installation of 25-cent machines at the 
Miami International Airport. 

It will be observed that Mutual of Omaha is the only company that submitted 
a proposal for progressive increased income for each of the 5 years and also the 
only company that cared to submit a proposal on a nonexclusive basis with 
one additional and two additional insurance concessionaires. 

The maximum amount of trip insurance that can be written for each indi- 
vidual person with Mutual of Omaha is a total of $125,000. 

On Tuesday, July 22, 1958, negotiations were conducted with : 


ASSOCIATED AVIATION UNDERWRITERS 


Associated Aviation Underwriters were represented by Mr. William Cauley 
of Cauley & Martin; Mr. L. Helmquist and Mr. A. Malnichek of Associated 
Aviation Underwriters; Mr. George M. McSherry, port director and William 
L. Cleveland, assistant general counsel, represented the port authority. 

Associated Aviation Underwriters proposal was for the exclusive concession 
only for both counter and machine sales. They did not desire to submit a 
proposal for nonexclusive with one or two additional concessionaires. 

Mr. McSherry inquired as to why they did not desire to separate the minimum 
annual guarantee as to machine and counter sales. Mr. Helmquist replied, 
that from experience, it has proven unfeasible wherein their company has had 
exclusive counter sales and another company has had exclusive machine sales, 
whereat, when machines of a competitor broke down, his counter personnel have 
to take time to answer the questions in reference to the malfunction of the 
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machine, and be the butt of insults with a loss of prestige and sales to dissatis- 
fied policy purchasers who have had trouble with the competitor’s machines 
or wanting the counter to rewrite the competitor’s policy for the money that 
was put in the machine, etc. 

Upon inquiry by Mr. McSherry, Mr. Helmquist advised that about 50 percent 
of the number of policies written on machines are the 25-cent policies, and that 
in gross dollar volume, about 20 percent of the policies written are from 25-cent 
policies. No revision of the figures in the proposals were made by Associated 
Aviation Underwriters. It may be well to note here that Associated Aviation 
Underwriters have the exclusive counter and machine sales at the 36th Street 
airport, which contract expires on July 31, 1958. They also have three machines 
in pier D, our temporary 20th Street terminal. 

During the negotiation period with Associated on July 22, 1958, it was brought 
out that $187,500 was the maximum amount that could be written for an indi- 
vidual person for trip insurance. On Wednesday, July 23, 1958, Mr. Cauley 
notified Mr. Cleveland to the effect that in the event they were awarded the 
contract, within 1 week after starting of operations (presumably August 1) 
that they can now write a maximum of $250,000 trip insurance per individual 
person, and requested that this be added to their proposal, which has been done. 
Associated representatives were notified during negotiations that their proposal 
guarantee included only the privilege of the concession and did not include free 
space for the counter sales, that the regular rate per square foot would be 
charged for counter space in the new terminal. 

It should also be noted here that Associated Aviation Underwriters have the 
exclusive concession for counter and machine sales at the Eastern Airlines Ter- 
minal at Miami International Airport, from which the port authority derives no 
revenue, as the contract is made directly with Eastern Airlines, and that the 
revenue in gross sales derived from Eastern’s operation is not known to others 
submitting proposals. It is Associated’s contention that 50 percent of all the trip 
insurance revenue derived from Miami International Airport would be from sales 
to passengers of Mastern Airlines. 

On July 22, 1958, negotiations were conducted with: 


AIRPORT SALES CORP. OF FLORIDA 


Airport Sales Corp. of Florida were represented by Mr. Thomas J. Deane, vice 
president, Mr. Frank Gillingham and Mr. Grossman of Davis-Gillingham Asso- 
ciated, Inc.; Mr. George McSherry, port director, and Mr. William L. Cleveland, 
assistant general counsel, represented the port authority. 

Airport Sales, Inc., submitted a proposal for the exclusive counter sales only. 
They preferred not to submit a proposal for machines that would issue a 25-cent 
policy. Their present machines issue only a minimum 50-cent policy. Upon in- 
quiry by Mr. McSherry, Mr. Deane advised that the machines could be changed 
to write a 25-cent policy. Mr. McSherry asked Mr. Deane if he would care to 
make a voluntary proposal for an annual guarantee in the event that the re- 
quirement of a 25-cent policy machine could be waived. 

From our office, Mr. Deane telephoned Mr. Richard Fohl in New York, president 
of Airport Sales. He was advised to revise their proposal to include a $4,000-a- 
year guarantee for machine sales if the 50-cent policy could be used. Mr. Deane 
also revised his annual minimum guarantee upward, as well as the percentage 
from that submitted in the proposal, which final figures of both percentage and 
minimum annual guarantee appear on the computation sheet. 

Mr. Deane advised that the counters outsell machines three or four to one. 
When Mr. Deane was further advised that the proposal was for the privilege of 
the concession only, and that rental would be charged for the counter sales space, 
he raised some objection stating that it made a substantial difference increasing 
their cost of operation and that it should be deducted from the guarantee. How- 
ever, after further discussion with Mr. McSherry, they withdrew any objection 
to our charging rental for counter space. The maximum amount that can be writ- 
ten with Airport Sales Corp. is $125,000 per individual. It may be well to note 
here that Airport Sales has the exclusive contract at the Pan American Terminal 
at Miami International Airport from which the port authority receives no revenue, 
as their contract is directly with Pan American. 

Mr. Deane also advised Mr. McSherry that their minimum annual guarantee 
as proposed, was the maximum amount that could be anticipated from gross 


sales and that any other figure submitted by other companies, if higher, would 
be unrealistic. 
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The above negotiations were completed at approximately 6 p. m. on the 
evening of July 22, 1958. 

It will be noted from the computation sheet that Associated Aviation Under- 
writers submitted the highest proposal for the exclusive concession of counter 
and machine sales for the new 20th Street terminal for the interim period at the 
36th Street terminal and the lowest amount per month for the temporary pier D 
terminal; that they can write a maximum of $250,000 trip insurance per person 
as against $125,000 for the other two proponents; that Airport Sales annual 
guarantee is higher than the first and second year of Mutual of Omaha’s guar- 
antee, but that Mutual of Omaha’s guarantee is substantially higher for the 
third, fourth, and fifth year. 

It will be noted that Associated’s proposal for the interim period at the 36th 
Street terminal is more than double that of Mutual of Omaha and more than 
four times that of Airport Sales Corp. 

Mr. L. C. Lovaas, manager, Insurance Division, Dade County Port Authority, 
has inspected and reviewed the sample policies and the qualifications contained 
in the brochures of all of the proposals. 

At all times during the negotiations and interviews, an amiable atmosphere 
prevailed between the parties. 

The submitted proposals with the information contained therein were given 
a security while in the custody of the port director and the general counsel’s 
office. 

It is suggested that immediate action be taken upon the awarding of this. 
concession in that the present exclusive concession agreement expires on July 
81, 1958, and if not awarded by August 1, 1958, the port authority is subject 
to a substantial loss of revenue until the contract is awarded. 

Very truly yours, 
Dave CouNTYy Port AUTHORITY, 
WILLIAM L. CLEVELAND, 
Assistant General Counsel. 


Endorsement : 


GrorcE M. MCSHERRY, 
Port Director. 


SPECIFICATIONS FOR INSURANCE CONCESSION FOR MACHINE AND COUNTER SALES OF 
TRAVEL ACCIDENT AND OTHER APPROPRIATE INSURACE POLICIES AT THE MIAME 
INTERNATIONAL AIRPORT 


Proposals will be accepted by the Dade County Port Authority for concession 
contracts for the sale of travel accident and other appropriate insurance policies 
at certain locations on the Miami International Airport. 

All proposals must include the basis on which the concessionaire would be will- 
ing to operate for the period hereinafter specified, for the type of sales (counter 
and/or machine or both) as specified at the following locations: 

(1) Counter sales and machine at the new 20th Street Terminal Building 
for a period of 5 years commencing on the date the new terminal becomes 
substantially operational, such date to be determined by the Dade County 
Port Authority director; and 

(2) Machines (and/or counter sales if volume requires) at the temporary 
20th Street terminal located in pier D at the new International Terminal 
Building during the interim period commencing August 1, 1958, and continu- 
ing until time as said pier D is no longer used as the temporary 20th Street 
terminal, such date to be determined by the Dade County Port Authority 
director ; and 

(3) The present counter sales and machine locations in the 36th Street 
Miami International Terminal Building during the interim period com- 
mencing August 1, 1958, to the date the new 20th Street Terminal Building 
becomes substantially operational, such date to be determined by the Dade 
County Port Authority director. 

All persons or firms or agents submitting proposals are notified that may 
submit proposals for— 

(a) Exclusive counter sales and issuance of said insurance; or 

(b) For exclusive machine sales and issuance of said policies; or 

(c) The combination of counter sales and machine sales and issuance of 
said policies. 
















ity 


m- 
ng 
de 


ay 


THE INSURANCE INDUSTRY 815 


Persons or firms or agents may also submit proposals on a nonexclusive basis 
with one additional insurance concessionaire or with two additional insurance 
concessionaires providing like services. 

The port authority reserves the right to grant the exclusive concession or non- 
exclusive concession either singularly or in combination as stated above which- 
ever appears to be in the best interest of the public and the Dade County Port 
Authority. The port authority reserves the right to consider the relative experi- 
ence and all qualifications of each person or firm or agent submitting a proposal. 

Required services to be rendered by concessionaire or concessionaires will 
include, but are not limited to, disseminating general information to the public 
as to the location of airport facilities, airlines, and tenants, and as to avail- 
able transportation facilities and services, information as to location of public 
telephones, make change, dispense stamps, and give helpful directions when 
inquiries are made as to points of interest at the Miami International Airport 
and in the Dade County area. No recommendations or information will be per- 
mitted to be given as to any specific business or operation, but all information 
shall be of a general nature with absolute impartiality to be shown by the con- 
cessionaire or concessionaires, its agents, servants, or employees. 

Insurance policy counter sale services must be provided 24 hours daily, 7 days 
per week at the main insurance counter located in the center of the new terminal 
building public area. Other counters may be required to be open at other 
locations in the terminal building at certain peak traffic hours as may be deter- 
mined in the future by the Dade County Port Authority director. The port 
authority director reserves the right to order the concessionaire to dismiss 
counter sales personnel for any reason which the port authority director 
considers proper cause. 

All proposals must include the percentage of the gross revenue which will be 
paid as concession fees to the port authority together with the minimum annual 
guarantee by the concessionaire to the Dade County Port Authority for both the 
counter and/or machine type sales, and where the person or firm or agent submits 
a proposal for the combination of counter and machine type sale and issuance, 
the percentage of gross revenue which will be paid as a concession fee must be 
stated separately for the counter and machine, with a total minimum annual 
guarantee. The percentage, or one-twelfth of the minimum annual guarantee, 
whichever is greater, will be payable monthly upon filing of reports and 
accounts by the concessionaire of the business done during the prior month, 
said accounts subject to audit at any time by the Dade County Port Authority 
auditors or such representatives as the Dade County Port Authority may 
designate or by the Dade County auditors. 

All proposals must contain complete detail regarding the kinds of insurance 
that will be offered for sale, together with specimen copies of the various policies 
and in addition, complete details regarding the rates, method of operation, the 
maximum limits of liability that can be issued in one policy to each individual 
purchaser, the maximum limits of liability that can be issued in two or more 
policies by the same concessionaire to each individual purchaser, the procedure 
proposed in handling of claims, the name and financial report of the insurance 
company or companies who will write and underwrite the policies, and if the 
proposal is submitted by an insurance agent, the agent must submit with the 
proposal the name of the company or companies he represents, tegether with 
the name and financial report of such company or companies for whom the 
agency is writing the policy and the name of the companies underwriting the 
policies, and other such pertinent data as will be necessary to the purposes of 
the Dade County Port Authority for the proper consideration and evaluation of 
each proposal based on the greatest benefit offered to and for the protection of 
the public and the Dade County Port Authority. 

Insurance machines and insurance counter sales will be required to provide 
policies with minimum 25-cent premiums. 

The insurance machine proposals, either singular or in combination with 
insurance counter sales must show that the concessionaire will be responsible 
for all mechanical failures and assure prompt maintenance of its insurance 
machines. 

The port authority will be responsible for janitorial and custodial type 
services about the machines and counters, but not within counters. 

All installations of machines and counters will be at the sole cost to the 
concessionaire or concessionaires. The port authority reserves the right to 
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control the number and location of insurance machines, and the number, location, 
and type of counter or counters at its discretion. 

All persons or firms or agents submitting proopsals are notified that they 
will be required to fully insure, completely indemnify, and hold harmless the 
Dade County Port Authority, the board of county commissioners, their agents, 
servants, and employees from liability for any cause arising out of, but not 
limited to, the concession rights or operations of the facilities herein proposed, 
and that proof of such insurance must be submitted to and approved by the 
manager, Insurance Division, Dade County, and that the persons, firms or agents 
whose proposal is accepted by the Dade County Port Authority must be properly 
licensed to sell insurance in the State of Florida and Dade County and will be 
bound by the rules and regulations promulgated and to be promulgated by the 
Dade County Port Authority and/or any Federal, State, county, or municipal 
agency or commission having jurisdiction over insurance companies or their 
agents doing business in the State of Florida. 

Negotiations with the persons or firms submitting proposals as to terms, 
conditions, provisions, and any details of the concession not contained in these 
specifications will commence on the 21st day of July 1958 and continue for a 
period of not less than 10 days prior to the award of the concession and the 
execution of the concession agreement. 

The Dade County Port Authority of Dade County, Fla., reserves the right to 
waive any informalities in, or to reject any or all proposals. 

Each proposal must be accompanied by a certified check or a proposal bond 
in the amount of 10 percent of the first annual guarantee as contained in the 
proposal, as a guarantee that the person, firm, or agent making the proposal 
if awarded the concession, will within 10 consecutive calendar days after written 
notice of its proposal being accepted, enter into a written contract with the 
Dade County Port Authority in accordance with the concession proposal and 
give a performance bond in the amount and in accordance with the terms as 
required by the Dade County Port Authority. Each proposal must also be 
accompanied by a letter of intent from a surety company recognized by the Dade 
County Port Authority agreeing to provide a performance bond in the amount 
of 1% times the amount of the guarantee for the full term if awarded the 
concession contract. 

Each person, firm, or agent submitting a proposal must submit proof showing 
its authority or right to transact insurance business and operate as an insurance 
vendor in the State of Florida and in the county of Dade. 

No person or firm or agent submitting a proposal may withdraw its proposal 
within 30 days after submitting thereof. 

No proposal will be considered from any person, firm, or agent in arrears or 
in default to the Dade County Port Authority or the county of Dade upon any 
debt or contract as surety or otherwise, or who has failed to perform acceptably 
on any contract or agreement with the Dade County Port Authority or the 
county of Dade. 


ADVERTISEMENT FOR PROPOSALS FOR THE CONCESSION RIGHTS TO SELL TRAVEL ACCcI- 
DENT AND OTHER APPROPRIATE INSURANCE POLICIES AT THE MIAMI INTERNA- 
TIONAL AIRPORT 


Pursuant to section 2 (19) of chapter 22963, Laws of Florida, Act of 1945, 
as Amended (Dade County Port Authority Act), the Dade County Port Authority 
gives notice herewith of its intention to enter into negotiations for the granting of 
concession rights to sell travel accident and other appropriate insurance policies 
on a nonexclusive or exclusive basis at the— 

New 20th Street Terminal Building for a period of 5 years; 
Temporary 20th Street terminal until new 20th Street Terminal Building 
operational ; and 
Thirty-sixth Street Miami International Terminal Building until new 
20th Street Terminal Building operational ; 
all situate on the premises of the Miami International Airport, Dade County, 
Fla. Specifications and information are available daily except Saturdays and 
Sunday, between the hours of 1 p. m,. and 5 p. m., at the office of the director, 
Dade County Port Authority, Miami International Airport. Specific written 
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proposals must be submitted prior to July 19, 1958, to the office of the general 
counsel, Dade County Port Authority, postoffice box 757, Miami 48, Fla. 

Negotiations as to terms, conditions, and provisions will commence at 9 a. m., 
July 21, 1958, and continue for a period of at least 10 days thereafter. 


Dave County Port AUTHORITY, 
Dave Country, FLa., 
E. B. LEATHERMAN, Clerk. 


DapbE County Port AUTHORITY, 
MIAMI INTERNATIONAL AIRPORT, 
Miami, Fla., July 9, 1958. 
Dear Sir: Under separate cover, specifications were sent you regarding the 
insurance concession at the Miami International Airport. 
Enclosed herewith is addendum No. 1 to said specifications, for which acknowl- 
edgement of receipt of same is requested. 
Very truly yours, 
Dave County Port AUTHORITY, 
WILLIAM L. CLEVELAND, 
Assistant General Counsel. 
SPECIFICATIONS FOR INSURANCE CONCESSION FOR MACHINE AND COUNTER SALES 


oF TRAVEL ACCIDENT AND OTHER APPROPRIATE INSURANCE POLICIES AT THE 
MIAMI INTERNATIONAL AIRPORT 


Addendum No. 1 to the above-titled specifications : 

The last sentence of the third paragraph on page 5 of the above-titled specifica- 
tions read as follows: 

“Each proposal must also be accompanied by a letter of intent from a surety 
company recognized by the Dade County Port Authority agreeing to provide a 
performance bond in the amount of 1% times the amount of the guarantee for a 
full term if awarded the concession contract.” 

The above sentence is hereby changed in the specifications to read as follows: 

“Each proposal must also be accompanied by a letter of intent from a surety 
company recognized by the Dade County Port Authority agreeing to provide a 
performance bond in the amount of 1% times the amount of the first year’s 
annual guarantee if awarded the concession contract.” 

Note.—All proposals submitted must contain a statement in its contents that 
the proponent has received and read the above-titled specifications and addendum 
No. 1 to said specifications. 
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PROPOSAL 


DECEMBER 14, 1956. 
DIRECTOR, 


Washington National Airport, 
Washington, D. C.: 


Pursuant to the terms and conditions of the invitation to sell flight insurance 
through policy vending machines, dated November 30, 1956, the undersigned 
offers to undertake such operations and pay to the Government the fees indi- 
sated below : 

1. For the privilege and authority to sell flight insurance through policy 
vending machines in the terminal building: 

(a) (1) Annual minimum guarantee: 


Contract years 


ct teanersbeenien etincesemon erento acne eaeicarctacaial acaiiaeltedabaiatandaandii $12, 766. 00 
eect eieiroineice ~ieseeeritireadoapeed tence mela oe) ct eco oR Te Pace 18, 241. 00 
a iactaeliabawaintpi one oil Nieatbhetoe ced lta alii ol nn mms core etgetcgantinncatintie: eretntaln sons ewok 29, 689. 00 


Nore.—The Government will not consider proposals quoting guaranteed mini- 
mums of less than $4,500 each contract year. 


(2) Percent of gross receipts: The proponent should quote a percent of gross 
receipts for the periods indicated, the Government to receive whichever is 
greater ; i. e., the percent of gross receipts or the minimum guarantee. 


Contract years 
Percent 
a ee es wea coca maeeeee casbeenmnd ada ebaesop end aoe) coir onan 13 
indicat ha linia sclera tak Decca hegoetioatiad- ip os aassvero actos vtec Tsbamenhcinsieneaan aloes 13 
a tan a Eh hs ele Sees sitar evens nica ad taoeae om nba aneasadsttn ban 13 


(b) Escalating percentages: If the proponent desires he may quote other 
combinations of minimum guaranties and percentages based on increasing vol- 
umes of business in increments of $15,000 (gross sales). 

Attached is a statement of qualifications which is certified to be true and 
accurate. 

ASSOCIATED AVIATION UNDERWRITERS, 
By Manager, Air Travel Department. 


Nore.—Enclose this proposal and the statement of qualifications in single 
copy in a sealed envelope, addressed to the Director, Washington National 
Airport, Washington 1, D. C., and marked in the lower left-hand corner “Pro- 
posal to sell flight insurance through policy vending machines.” 
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Washington National Airport flight insurance 
MACHINES 


Gross re- Govern- 
Contract period Contractor receipts ment Terms 
revenue 


—. 


Jan 1 to Dec. , 753. 82 | 13 percent. 
Jan 1 to Dec. , 498. 67 Do. 
Jan 1 to Dec. 3 sd aco , 325. , 592. 31 Do. 
Jan 1 to Dec. : 5 , 616. 00 Do. 

Jan 1 to Dec ae 7, 958. 12, 766.00 | 13 percent or minimum 
guaranty of $12,766. 


COUNTER 





- 1, 1953 to Jan. 31, 1954__._. $169, 323.08 | $16, 932.33 | 10 percent. 

. 1, 1954 to Jan. 31, 1955_...|__._.d 194, 400.17 | 19,965.68 | 10 percent increased to 
13 percent Jan. 1, 1955, 

. 1, 1955 to Jan. 31, 1956 248,791.25 | 32,342.88 | 13 percent. 

bs: Rp OR a I desc nccnscline cacMRecawectentsotaany Geen on 6, 395. 05 Do. 

- 1, 1956 to Mar. 31, 1957____| Tele-Trip policy 322, 408.93 | 115, 268.00 | Minimum guaranty of 
$115,268 plus 5 per- 
cent of gross in excess 
of $35,000. 

. 1, 1957 to Mar. 31, 1958____]-.__. 2 370, 440. 50 | 151,244.00 | Minimum guaranty of 
$151,244 plus 50 per- 
cent of gross in excess 
of $450,000. 





ASSOCIATED AVIATION UNDERWRITERS, 
New York, N. Y., August 25, 1958. 
Re: Subcommittee Investigation, Insurance Industry 


Senator Josepu C. O’MAHONEY, 
Antitrust and Monopoly Subcommittee, United States Senate, Senate 
Office Building, Washington, D.C. 


Dear SENATOR O’Manoney: You will recall that during the course of my 
testimony on behalf of Associated Aviation Underwriters, which took place on 
August 7 and 8, a number of questions were asked by you and by Subcommittee 
Counsel relating to certain information which I was not able to supply offhand, 
and which I did not anticipate on the basis of my previous conversations with 
Mr. McHugh and Mr. Rosenman. 

I requested an opportunity to supply this information to the Subcommittee, 
and my counsel, Mr. Porter R. Chandler, stated that we would be glad to do so 
after a check of our office records to determine whether the information was 
available. 

The information requested by the Subcommittee is available in every respect, 
and is as follows: 

1. Washington National Airport, Washington, D. C.—At the time of the bid to 
Washington National Airport by our organization for the year 1957, for a ma- 
chine concession, the bid requested was for a three-year contract term. Previ- 
ous to making our bid, we had maintained air trip insurance machines at the 
airport for approximately ten years, but did not have a concession for an air 
trip insurance counter. With respect to the counter concession, the Washington 
National Airport had asked for and received bids separately some months prior 
to the bid with respect to a renewal concession for machines. We were not 
successful on bidding for the counter concession, and it appears that we were 
considerably outbid by Airport Sales Corporation and Tele-Trip, the latter re 
ceiving the concession with bids commencing at $115,000 for the first contract 
year, increasing to a top limit of $215,000 for the third year. The top limit of 
our bid was $81,200 for the final year of the contract term. 

With respect to the bids solicited by Washington National Airport for insur- 
ance machine concessions, which is the subject of the Subcommittee’s request for 
information (see transcript pp. 379-880), our bid was in the amount of $60,000 
over the three-year contract term, divided between each of the three contract 
years by computation on a sliding scale basis, the final year being the highest 
amount bid. Our machine bid was arrived at by taking the then existing ma- 
chine premium volume of approximately $40,000 per year, increasing that amount 
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for each of the three contract years by 15 percent, resulting in a total estimated 
premium income for the three-year bid of $160,000. If my arithmetic is correct, 
our $60,000 total bid represents, accordingly, slightly over 37 percent of the esti- 
mated three-year revenue. 

2. Atlanta Municipal Airport, Atlanta, Ga. (see transcript pp. 352-3, 360-1) .— 
In 1953 we opened an insurance counter at Atlanta Municipal Airport, for which 
we paid rental at the rate of 13 percent of total premium income per year. In 
1956 the Aviation Commission of the City of Atlanta approved a new contract 
running through 1959, for which we offered the City a minimum guarantee of 
$64,000 for the entire three-year term. In November 1956 the Aviation Com- 
mission elected, as it had the contract right to do, to give us notice of cancella- 
tion of this agreement, and further notice of an opportunity to offer an alterna- 
tive proposal. In that same month we did offer an alternative proposal of ap- 
proximately $36,000 per year for the remainder of the original three-year term. 
At that time we were receiving total premium income approximating $70,000 per 
year, and our offer of $36,000 per year for three years was based on the $70,000 
figure, plus a normal 15 percent increase per year. If my arithmetic is correct, 
our three-year total bid of approximately $108,000 would represent approxi- 
mately 44 percent of the total estimated revenue of $243,000 over the three-year 
term. We were not the successful bidder on this concession, which was awarded 
to Tele-Trip, which bid in the new contract at $70,000 per year, later increased 
by $1,000 to cover a Tele-Trip machine. I would presently estimate that the 
total premium income might approximate $100,000 per year for which Tele-Trip 
is presently paying $71,000 per year, representing a percentage of 71 percent. 
With respect to Mr. McHugh’s questions (see transcript p. 353) about other 
types of insurance at Atlanta, we have no record of ever having written airport 
liability insurance or any other insurance at that airport. 

3. Greater Cincinnati. Airport, Cincinnati, Ohio (see transcript p. 351).— 
Commencing July 1956 for a two-year term, we had a contract with the Greater 
Cincinnati Airport to pay a minimum guarantee of $3,500 per month. This 
contract covered a counter and machines. In December of 1957 we commenced 
negotiations to renew this contract, and were advised by the airport manage- 
ment that our contract would not be renewed at the same rate, and that the 
airport was negotiating with other potential operators of the insurance con- 
cession. After further negotiation, we notified the airport on June 4, 1958 that 
we were prepared to increase our offer to $6,500 per month, aggregating $78,000 
per year for a two-year term. This offer was ultimately unsuccessful, and we 
were advised that the airport had received a competitive offer of $102,000 per 
year over the same period. I understand that this competitive offer was ac- 
cepted, and based on our experience during the previous contract term, which 
produced an annual total revenue of approximately $112,000 per year, I esti- 
mate that the successful bid was for approximately 91 percent of the total esti- 
mated revenue during the first year. The successful bidder was Tele-Trip. 

4. Miami International Airport, Miami, Fla.—The recent bid for an insurance 
eoncession at Miami International Airport to which Senator Kefauver and Mr. 
McHugh made reference (see transcript pp. 868-75) included, as correctly stated 
by the City of Miami in its communication to the Subcommittee, a bid by our 
organization in the amount of $172,172 for each of five contract years. At the 
time of the bid, we estimated that the total premium volume at this airport 
was approximately $400,000 per year. Applying the normal growth factor of 
15 percent per year for each of the contract years, we estimated that the total 
five-year premium revenue would aggregate approximately $3,069,000. Com- 
puting an average yearly premium revenue, we arrived at a figure slightly in 
excess of $613,000, and, if my arithmetic is correct, our bid of $172,172 per year 
represents approximately 2714 percent of the yearly premium revenue. I should 
like to emphasize in this connection that we anticipate a substantially increased 
growth in air traffic through Miami International Airport, which has been 
enlarged, modernized, and opened to new air routes, and that the growth factor 
may substantially exceed the normal increase of 15 percent per year. As I 
indicated in my testimony, we are very optimistic about the growth of air 
traffic in Miami, and, with this in mind, I should like to point out that the figures 
submitted to the Subcommittee by the Miami Airport authorities may be con- 
servative. 

I trust that the foregoing information meets the requests made by you and 
by Subcommittee Counsel during my testimony, and I will be glad to furnish 
you with any other information you may wish to have. I should also like to 
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thank you for your courtesy in giving me this opportunity to respond to your 
requests. 

Turning to another subject, I received on August 19 a copy of the transcript 
of testimony given before the Subcommittee on August 14 and 15 by Mr. Paul 
F. Brabazon. Certain portions of Mr. Brabazon’s testimony relate to Associated 
Aviation Underwriters, and I refer in particular to the testimony which appears 
at pages 428-456 of the transcript. In connection with this testimony you had 
occasion to state as follows, quoting from your remarks at page 446 of the 
transcript : 

“I don’t know when I have seen presented at a meeting of the Committee on 
Antitrust and Monopoly, a more conclusive statement respecting a combination 
in restraint of trade. 

“It is apparent, unless these statements are challenged, that the alternate bid- 
ding of your two alleged competitors and their reciprocal agreements for selling 
one another’s policies at the counters where, by their alternate high bids, they 
win the business, they have engaged in a combination to restrain the trade of 
a small competitor.” [Emphasis added. ] 

The portion of your remarks which I have emphasized in the above quotation 
is, I believe, very important. I should like to state for the record that the 
statements of Mr. Brabazon are challenged by Associated Aviation Underwriters 
as inaccurate, incomplete and misleading. There was and is no such combina- 
tion, and no such pattern of bidding. 

Mr. Brabazon stated that Associated Aviation Underwriters and Airport Sales 
Corporation “alternatively out-bid the new company for the sale of insurance at 
major airports” (transcript p. 428), and further stated that the figures sub- 
mitted to the Subcommittee are for bids submitted at major airports listed 
“consecutively date-wise” (transcript p. 433). In order to set the record straight 
for yourself and the Subcommittee, a correct statement of the true facts is as 
follows: 

1. The bids for airport concessions to which Mr. Brabazon made reference, 
and which were summarized by Senator O’Mahoney reading from an exhibit 
prepared by Mr. Brabazon, were neither alternative nor consecutive. In addi- 
tion, the bids did not represent in each case a winning bid by Associated Avia- 
tion Underwriters or Airport Sales Corporation, to the exclusion of Tele-Trip, 
as Mr. Brabazon and his prepared exhibit clearly implied. 

2. Mr. Brabazon and his exhibit identified a number of bids for airport loca- 
tions which he stated (see transcript p. 428) took place “from August 1955 
until August 1956.” Referring to a bid at the airport in Houston, Texas, for 
which Mr. Brabazon gave no date, and of which the correct date was April 1955, 
Mr. Brabazon then listed succeeding bids, commencing with what he identified 
as the “next bid,” namely the Minneapolis airport, in October 1955. The bid at 
Minneapolis was actually made in August 1954, and in listing Minneapolis Mr. 
Brabazon did not correctly list the “next bid” but in fact skipped backwards 
seven months in time and skipped backwards over two intervening bids on 
airport locations. 

3. Mr. Brabazon then identified as the “next bid” a bid made in Cleveland 
on December 1, 1955. As pointed out above, there was no intervening bid in 
Minneapolis, but between the bids in Houston and Cleveland there were three 
intervening bids to which Mr. Brabazon made no reference at all, namely Buf- 
falo, Cincinnati and St. Louis, in May, July and September 1955. 

4. Mr. Brabazon then stated that “Miami followed,” giving the date (correctly) 
of the bid as June 1956, but omitting to state that in the interval there had 
been bids at New Orleans and Washington, D. C. Also in connection with the 
bid at Cleveland Mr. Brabazon stated that Airport Sales bid $697.25, Tele-Trip 
bid $5,200.55, and Associated bid $2,791.67 “monthly minimum annual guarantee.” 
Mr. Brabazon’s statement is incorrect because, as our record show, Airport 
Sales Corporation did not bid $697.25 per month for the concession in Cleveland 
but a total of $83,000 per year, ten times the amount given by Mr. Brabazon. 
In addition, the figure of $5,200.55 given by Brabazon as Tele-Trip’s bid applies, 
so far as our figures show, only to the second year of the three-year contract 
term. 

5. To give further illustration of the inaccuracies in Mr. Brabazon’s state- 
ment (transcript p. 429) that “the company that was low on a previous bid was 
the very high bidder on the next city that was bid’’, I would like to refer to 
the exhibit provided by Mr. Brabazon, which has not been made available to 
me, and which Senator O’Mahoney read into the record (commencing at tran- 
script p. 431) : 
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(a) After Minneapolis, at which Associated was high bidder, the next city 
-was not Columbus, at which Associated was also high bidder, but Milwaukee, 
at which in December 1954 Mr. Brabazon’s company was high bidder. In Mil- 
waukee, Associated bid higher than Airport Sales and, accordingly, there were 
three dirports in succession where Associated was the high bidder as between 
itself and Airport Sales. 

(b) The next city was Houston, at which neither Associated nor Airport 
Sales was high bidder, and which was awarded to Mr. Brabazon’s company, 
Tele-Trip. 

(c) The next bid was not, as Mr. Brabazon’s exhibit indicated (transcript 
p. 432), Minneapolis, which had taken place approximately seven months before 
Houston. 

(d) The next bid was not, as Mr. Brabazon’s exhibit indicated, Cleveland, 
because there were intervening bids, after Houston, at Buffalo, Cincinnati and 
St. Louis; Tele-Trip was high bidder at Buffalo, Associated was high bidder at 
Cincinnati, and none of the three companies was high bidder at St. Louis. 

(e) As Mr. Brabazon’s exhibit indicated, Airport Sales was, in fact, high 
bidder at Cleveland, but the “very next city” was not, as Mr. Brabazon’s exhibit 
indicated, Miami, two bids intervening at New Orleans and Washington, D. C. 

(f) The “next city” was, in fact, Indianapolis, and Airport Sales bid higher 
than Associated, but Mr. Brabazon’s exhibit apparently omitted to show that 
the bid was actually won by his own company. 

(g) The “next city” was not Atlanta, where incidentally Mr. Brabazon’s 
company was high bidder, but Dayton, at which Mr. Brabazon’s company was 
also high bidder. 

(h) The “next eity” was, as Mr. Brabazon’s exhibit indicated, Hartford, but 
at both Hartford and Akpen, Ohio, the “next city”, Mr. Brabazon’s company 
was high bidder. 

(i) The ‘next city” was not. Los Angeles but Dallas; Airport Sales was the 
high bidder at Dallas, and Associated was the high bidder at Los Angeles. 

(j) With respect to the airports listed above commencing with Dayton, the 
bids did not take place, as Mr. Brabazon stated (see transcript p. 428), “from 
August 1955 until August 1956.” The bids from Dayton forward took place in 
the period October 1956 through May 1957. 

Our records show, therefore, that Mr. Brabazon’s statements and his exhibit 
are inaccurate as to certain of the amounts bid, incomplete in that the bids 
were not consecutive or alternating, and misleading in failing to indicate that 
in the cases listed above his own company was the high bidder and winner of 
the concession and not—as his testimony and exhibit implied—Associated or 
Airport Sales. 

On the basis of this record, I would like again to emphasize that Mr. 
Brabazon’s statements and his exhibit are directly and specifically challenged 
by us. I appreciate the indication which you gave that such a challenge might 
be made, and am grateful for the opportunity thus extended to set the record 
straight. 

I also have a further point to make with respect to testimony by Mr. 
Brabazon on another matter. I refer to his statements with respect to so-called 
“reciproeal agreements” between our organization and Continental Casualty Com- 
pany covering sales of “each other’s pelieies at each other’s counters’. I should 
like to correct any misleading impression which you or the Subcommittee may 
have received from this testimony as referred to in your remarks. The facts are 
that commencing in early 1956, as a result of frequent and repeated requests 
from the public and from airport managements to provide air trip insurance 
eoverage above the top limit written by any one insured. $62,500, we agreed 
with Airport Sales Corporation, now operated by Continental, as follows: As 
to any customer desiring coverage in excess of $62,500, the organization oper- 
ating the particular insurance counter would issue to that customer its own 
policy for the base amount, and for the excess amount would process and 
deliver to the customer a policy underwritten by the other insurer. A procedure 
was set up for the reporting of policies processed in this way, and each com- 
pany agreed to pay the other a commission to cover these services. This was 
not an exclusive arrangement between our organization and Airport Sales 
Corporation, but no other insurer participated at that time in further excess 
coverage above $125,000 because there was no demand for such further cover- 
age by the public or by airport managers. 
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At the present time, as Mr. Brabazon is well aware, his organization, Tele- 
Trip, does underwrite additional excess coverage in at least one important 
location, namely Kansas City. Further, I should like to point out that Mr. 
Brabazon’s statement (see transcript pp. 440-1) that Associated “is offering 
$250,000 per person coverage” at the Miami airport is incorrect. Coverage in 
that amount is not offered at present by Associated or anyone else, although 
contrary to Mr. Brabazon’s further statement (see transcript p. 440) there is 
presently a demand for $250,000 coverage at Miami airport, which I anticipate 
will be met by an excess coverage arrangement when the new terminal at 
Miami goes into operation. 

Mr. Rosenman, of the Subcommittee staff, advised me a few days before my 
appearance at the hearings that he would come to my office to inquire about 
any arrangements between our organization and Airport Sales, and to examine 
whatever files we had. He did not have an opportunity to do this, apparently 
because of his time schedule. I was prepared to give him, for the use of the 
Subcommittee, the information set forth above, and I am glad to make it avail- 
able to you at this time. 

Turning to a further statement made by Mr. Brabazon (transcript pp. 454-5) 
with reference to airport liability insurance at airports in Salt Lake City, 
Utah and Buffalo, New York, I should also like to correct the record. Mr. 
Brabazon stated that after his organization, Tele-Trip, successfully negotiated 
an air trip insurance concession at Salt Lake City, Associated Aviation Under- 
writers, which underwrote airport liability insurance at Salt Lake City, com- 
menced to criticize the airport management on the condition of the airport, as 
a result of which the airport was forced to improve its facilities. Mr. Brabazon 
implied that Associated had exercised retribution against the Salt Lake City 
airport for awarding an air trip insurance con@eSsion to his company. The 
statements he made, and his implications, are completely inaccurate and un- 
warranted. The facts are that Associated underwrote airport liability in- 
surance at Salt Lake City from 1954 through 1957. During that period the 
total claims paid exceeded total premiums received by approximately 50 percent. 
Because of the frequency and severity of the claims against the airport manage- 
ment, we employed Atwell, Vogel & Sterling, an engineering firm, to make a 
safety survey, which resulted in seven separate recommendations to the air- 
port to improve their facilities to eliminate accidents. On the basis of past 
experience, we also notified the airport, through a broker, that we desired a 
substantial increase in premiums. The airport did not renew the liability in- 
surance with us, and, so far as I am advised, renewed its insurance elsewhere, 
but at a rate of premium equal to the revised rate we had requested. I em- 
phasize that the foregoing had nothing whatsoever to do with any develop- 
ments, favorable or unfavorable with respect to our obtaining or failure to ob- 
tain an air trip insurance concession at that airport. 

Mr. Brabazon also stated (transcript pp. 455-6) that the airport manager at 
Buffalo, N. Y. told him, after Tele-Trip had obtained an air trip insurance con- 
cession, that the airport’s public liability insurer, which was Associated Aviation 
Underwriters, had “drastically” increased its premiums for this insurance. Here 
again, this statement or any implications contained in it are totally inaccurate. 
We first commenced to underwrite airport liability insurance at Buffalo on May 
15, 1958. Prior to that date we did not write any insurance of any kind at 
Buffalo. Shortly before that date, in the early spring of this year, we were 
approached by a broker asking us to make a quotation for liability insurance at 
Buffalo. We did not quote, for the reason that in our opinion the existing rates 
($9,500 per year) were very much too low for the risk assumed. We subse- 
quently quoted a rate of $21,000 per year, but our quotation was unsuccessful, 
and the Continental Casualty Company was awarded the business for a premium 
of $15,000 per year. It later developed that Continental did not issue a policy to 
the Buffalo Airport management, and shortly before May 15, 1958 the business 
was again offered to us and accepted at the $21,000 figure. I emphasize again 
that none of the foregoing had anything whatsoever to do with our obtaining or 
failure to obtain an air trip insurance counter at the Buffalo Airport. In this 
connection, our records also show that the last bid for an insurance counter at 
the Buffalo Airport occurred three years previously, in May 1955. 

On behalf of Associated Aviation Underwriters I would like again to thank 
you for the opportunity to set the record straight on these matters and to supply 
you with the specific information requested during my testimony before the 
Subcommittee. You and the Subcommittee staff have at all times been very 
courteous and cooperative, and we appreciate it. 


BB i ie a a a 
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I respectfully request that this letter be made part of the record of the Sub- 
committee investigation, as you indicated at the hearings would be possible. 
Yours respectfully, 
Byron B. May, 
Executive Vice President, Associated Aviation Underwriters. 


AVIATION INSURANCE RATING BUREAU, 
New York, N. Y., October 8, 1958. 
UNITED STATES SENATE SUBCOMMITTEE ON ANTITRUST AND MONOPOLY OF THE 
CoMMITTEE ON THE JUDICIARY, 
Senate Office Building, Washington, D. C. 


HONORABLE Sirs: The undersigned is, and has been since its formation on June 
24, 1948, the General Manager of the Aviation Insurance Rating Bureau. 

On August 7, 1958, following a telephone call, I voluntarily interrupted my 
vacation and proceeded to Washington prepared to testify before the Subcom- 
mittee herein addressed. 

Prior to adjournment of the Subcommittee hearings on Aviation insurance on 
August 8, 1958, Mr. McHugh, Counsel to the Subcommittee, advised Senator 
Kefauver, who was in the Chair at the time, that I was present at the request 
of the committee, had not been reached for testimony and that under the circum- 
stances he felt that I could be excused at this time. Senator Kefauver agreed 
and I was excused. 

It had been my understanding that my testimony was desired with respect to: 

1. The activities of Company Service Corporation, of which I am the President, 
in connection with the gathering and compilation of statistics pertaining to the 
Aviation insurance industry ; and 

2. The activities of the Aviation Insurance Rating Bureau. 

When the Subcommittee reconvened they heard testimony of Messrs. William 
C. Gould, Joseph F. Collins, David Wohlner and Harold Rothbart, all of the 
Insurance Department of the State of New York. During that testimony, Mr. 
Collins, Chief of the Rating Bureau of the New York Insurance Department, 
in particular was questioned with respect to certain aspects of the activities 
of the Aviation Insurance Rating Bureau pertaining directly to the relationship 
between that Bureau and its members. In this connection Mr. Collins was ques- 
tioned on matters which only I, and those closely associated with me in the 
Aviation Insurance Rating Bureau were qualified to answer. It is for that 
reason and in order to clarify and correct the record that I have prepared 
this statement and respectfully request that it be made a part of the committee’s 
record of the hearings. 

During the proceedings, Mr. McHugh put the following question to Mr. Collins: 
“The type of aviation insurance which is subject to the rating law provision, do 
I understand that the rates for that type of coverage are filled by the insurers 
with the New York Insurance Department?” 

Following this question and Mr. Collins’ reply thereto, there was an exchange 
of questions and answers between Mr. McHugh, Mr. Collins, Mr. Peck and Mr. 
Collins, all pertaining to the matter of whether or not and to what extent rates 
for Aviation insurance were filed with the New York Insurance Department. 
The facts are as follows: 

On June 28, 1948, pursuant to section 181 of the Insurance Law of the State 
of New York, the Aviation Insurance Rating Bureau filed notice with the Super- 
intendent of Insurance of the State of New York of its intention to commence 
rate making operations in that State. Simultaneously, the Bureau submitted 
an application for a license to act as a rating organization in the State of New 
York and submitted as a part of the application a copy of the Constitution and By- 
Laws, a list of insurers which had agreed to become members of said Bureau 
and a statement with reference to the management of the Bureau. On June 30, 
1948; the Department acknowledged the application, advised the Bureau that it 
would accept and place on file the Constitution and By-Laws and forwarded to 
the Bureau a license to act as a rating organization with respect to the following 
kinds or types of insurance: Aircraft hulls, aircraft passenger liability, aircraft 
bodily injury liability, aircraft property damage liability and employers’ aviation 
indemnity ; such other kinds or classes of insurance related to or appertaining 
to aircraft, the manufacture, use, ownership or maintenance thereof as may be 
directed by its Executive Committee in order to enable the members of the 
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Bureau to comply with any law. Subject to the Provisions of Article VIII of 
the Insurance Law. 

On July 19, 1948, the Aviation Insurance Rating Bureau submitted a rating 
plan to the New York Insurance Department for filing. A copy of that rating 
plan has previously been furnished to the Subcommittee and another copy 
thereof is attached to this letter marked “Exhibit A.” 

The New York Insurance Department acknowledged receipt of the rating 
plan on August 3, 1948, and advised the Bureau that it was being placed on 
file. On August 12, 1948, the Bureau submitted to the New York Insurance 
Department a schedule of rates. A copy of that schedule as originally filed is 
attached hereto and marked “Exhibit B.” On September 29, 1948, the New 
York Insurance Department acknowledged receipt of this further filing and 
advised that this and the previous filings “have been placed on file with the 
understanding that there is much to be accomplished in the future development 
of rating plans and rates in this field.” 

Since filing of the original rate schedule, Exhibit B, numerous revisions 
have been made and filed with the New York Department. 

On May 7, 1956, a completely revised schedule of rates was filed in all states 
in which the Bureau is licensed, namely, California, Montana, New Jersey, 
New York and North Carolina. A copy of that schedule is attached and marked 
“Exhibit C.” A supplement to the schedule was filed on June 29, 1956, a 
copy of which is attached and marked “Exhibit D.” 

I believe that it is quite evident from the foregoing that insofar as this 
Bureau is concerned, rates have been filed by the Bureau with the New York In- 
surance Department, as required by the statutes of that State, for all those 
kinds of aviation risks within the purview of the Aviation Insurance Rating 
Bureau which are susceptible to schedule rating. 

The rating laws of the State of New York require that all rates, whether 
made by an individual company, group of companies or by a rating bureau 
shall be adequate, not excessive and not unfairly discriminatory. In this 
connection it may be well to point out the following sections of Article VIII 
of the New York Insurance Law: 

“Sec. 180. The purpose of this article is to promote the public welfare by 
regulating insurance rates to the end that they shall not be excessive, inade- 
quate, unfairly discriminatory or otherwise unreasonable and to authorize and 
regulate cooperative action among insurers in ratemaking and in other matters 
within the scope of this article. * * *” 

“Sec. 181. (10). Cooperation among rating organizations or among rating 
organizations and insurers in ratemaking or in other matters within the scope 
of this article is hereby authorized, provided the filings resulting from such 
cooperation are subject to all the provisions of this article which are applicable 
to filings generally. * * *” 

The element of judgment has an important place in ratemaking. This is 
especially true in dealing with the complexities and magnitude of airline 
operations which are not susceptible to schedule rating. 

Mr. McHugh, in questioning Mr. Collins, stressed the matter of rate filings. 
While it is true that the Aviation Insurance Rating Bureau did not record 
with the Insurance Department the rates and conditions prescribed for each 
specific airline, those rates and conditions were prescribed in accordance with 
a plan of rating on file with the Department and in my opinion constituted 
a rate filing within the spirit and intent of the statutes. The basis for this 
view is set forth in the rating plan originally filed with the New York Depart- 
ment. The files on such ratings were at all times subject to inspection and 
examination of the Insurance Department and indeed were examined. 

In this connection I should point out that while the New York Insurance 
Department chose, presumably as a matter of administrative policy, not to have 
the Bureau file the specific rates which it made and promulgated under the 
provisions of the rating plan, this was not the case in the State of New Jersey. 
The latter state required the filing of all such rates and such filings were made 
from the time the Bureau obtained its license to act as a rating organization in 
New Jersey. Moreover, the Bureau’s files are replete with inquiries from the 
State of New Jersey as to rates so filed and with the explanations made by the 
Bureau in such cases. 

Mr. McHugh asked Mr. Collins: “Are there any other members of this rating 
bureau besides the companies who compromise the Associated?” Mr. McHugh 
was of course referring to the Aviation Insurance Rating Bureau on the one 
hand and the Associated Aviation Underwriters on the other. 
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The fact is that the members of the Aviation Insurance Rating Bureau are 
those companies which comprise the Associated Aviation Underwriters group. 
The Aviation Insurance Rating Bureau has never received an application for 
membership from any other company. During its existence I can recall only 
one application for subscribership—that from a company in the Middlewest. 
That company was advised that it was privileged to become a subscriber to the 
Bureau if it so wished. The company concluded that, inasmuch as it was writing 
no aviation insurance and probably would not undertake such coverage in the 
foreseeable future, it would not become a subscriber. 

In this respect it might be well to call to the attention of the Subeommittee 
the fact that the model Fire, Marine and Inland Marine Rate Regulatory Bill 
on which the rating laws of a majority of the states are patterned; (Section 
6 (b)), the rating laws under which the Bureau is licensed and the Constitution 
and By-Laws of the Bureau, (Article VII), require the Bureau to accept any 
insurer as a subscriber to its rating services. 

Mr. McHugh put the following question to Mr. Collins: “Now, in connec- 
tion with the relations between members of the Associated Group and the 
Rating Bureau, can you tell us who handles these negotiations on behalf of 
the Group with the Rating Bureau? Is it with the members of the Group or is 
it with the operators of the Group?” There follow several pages of questions 
and answers relating directly to the operations of the Aviation Insurance Rating 
Bureau; its relationship with Asociated Aviation Underwriters and to me, as 
the General Manager of the Bureau. The facts are as follows: 

The aviation insurance business of the companies comprising the membership 
of the Aviation Insurance Rating Bureau is conducted by and through Asso- 
ciated Aviation Underwriters. The lutter, therefore, is in effect the aviation 
insurance department of those companies. As such, all matters of rating air- 
line risks as between the members of the Aviation Insurance Rating Bureau 
and the Bureau are handled by the management of the Associated Aviation 
Underwriters on behalf of the companies, with the Bureau. The duties and 
functions of the Bureau in this respect are clearly set forth in Article III of 
its Constitution. The responsibility for the promulgation or the “making of 
rates and all necessary filings thereof” rests squarely upon the Bureau and is 
discharged by the Bureau. Any statement or implication that the management 
of Associated Aviation Underwriters determines the rates to be charged is 
incorrect. 

The making or rates and the establishment of appropriate insuring condi- 
tions in the case of airline risks necessarily involve discussion and day to day 
contact between the rating bureau and the management of Associated Aviation 
Underwriters. Accordingly, it is now and always has been the established 
practice of the management of Associated Aviation Underwriters to discuss 
rating or rerating of airline risks with the Rating Bureau management well 
in advance of submission of quotations to representatives of the airlines. These 
discussions are frequently protracted and involve examination in minute detail 
of the past experiences of the airlines and of their operations—past, present 
and prospective. The General Manager of the Bureau was authorized many 
years ago by the Executive Committee to fix and promulgate rates in such 
cases without reference to the Form and Rate Committee of the Bureau. At 
that time it was agreed that in the event of a dispute between the Bureau 
and the management of Associated Aviation Underwriters, the matter would 
be referred to the Form and Rate Committee for determination. This action 
is evidenced by the Minutes of a meeting of the Executive Committee of the 
Rating Bureau held on October 8, 1948, which Minutes in part read as follows: 


“Management's Rating Authority 


“The following resolution was moved, seconded and carried: be it 

“Resolved, That the Management of this Bureau be and hereby is authorized 
and empowered to act for and on behalf of the Rating Committee of this 
Bureau in the promulgation of rates on risks falling within the jurisdiction 
of the Bureau, provided, however, that any and all cases upon which a difference 
of opinion may exist between the Management and the members shall be referred 
to the Rating Committee of the Bureau for final disposition.” 

The only significance in the fact that but two meetings of the Form and 
Rate Committee have been held during the past several years, not just one 
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as stated in the record, is that in only two instances were differences of opinion 
between the Bureau and Associated taken to the Committee. 

In the day to day operations of the Aviation Insurance Rating Burean it is 
not unusual for the Bureau and the Associated Aviation Underwriters to 
disagree as to appropriate rates in a given case. In every case other than 
the ones aforementioned, the decision of the Bureau prevailed and was accepted 
by Associated Aviation Underwriters without appeal. This, in spite of the fact 
that the Bureau was from time to time advised by Associated of the loss of 
some of the accounts to competing underwriters at lower rates. 

That the aviation business is highly competitive has been recognized by 
Insurance Department examiners. In an examination of the Bureau conducted 
im 1952 by the New York Insurance Department, participated in by the California 
Insurance Department, the examiners in part stated as follows: (Page 41 of 
the Report of Examination of the Aviation Insurance Rating Bureau dated 
January 2, 1952, a copy of which I furnished to the Subcommittee. ) 


“Competition 


“Leveling factors in the rating of Aviation insurance are the various under- 
writing groups and independent companies writing and rating this class of 
business—as well as competition of the foreign markets. 

“The fact that there are other groups and independents making rates outside 
this Rating Bureau, provides, to some degree, a check on the rates and premiums 
that can be charged to write or retain the business. The greatest competition of 
the Associated Aviation Underwriters (that comprises the members of this 
Rating Organization) in the writing of airlines is the United States Aviation 
Underwriters Group and London Lloyds. 

“Other groups that apparently provide competition generally are the Aero 
Associates, Inc., the Mutual Companies, the Royal Group and the Insurance 
Company of North America.” 

The same report at page 49 states: 

“Airline and factory risks have numerous differences in exposure, coverage 
and forms including varying deductibles. Losses are of a catastrophic nature. 
Competition is also a factor. Some of the competition comes from foreign mar- 
kets which are not subject to rate regulation. Airline risks are attractive 
because of their large premiums. This competition and the fact that the rates 
are not rigidly controlled within a fixed rating plan provide leveling factors 
so that the rates do not become unnecessarily high. The exercise of underwrit- 
ing judgment tends to keep rates from becoming inadequate.” 

Mr. McHugh put a series of questions to Mr. Collins pertaining to the rating 
of risks within the range of rates as filed by the Bureau. To understand this 
method of operation, the Subcommittee must realize that there are differences 
between risks in the aviation field far more extensive and diverse than are to 
be found in most other fields of insurance. On the other hand, from a practical 
standpoint, neither the company nor the Bureau could inspect and evaluate each 
separate risk to determine an appropriate rate therefor. 

After a thorough review of past experience and taking into consideration the 
judgment of individuals with long experience in underwriting aviation insurance, 
the Bureau conceived the idea of the filing of a rate schedule which would permit 
the flexibility so essential in this field and which at the same time would provide 
for a prescribed range, within the limits of which company representatives in the 
field would be free to accept risks which in their opinion reflected or varied but 
little from normal. Thus the rate schedule provides for minimum and maxi- 
mum rates for each classification, within which the Bureau may promulgate rates 
in individual cases, and the standard range for the essentially normal risks. 

Each individual case which in the judgment of Associated Aviation Under- 
writers represents a departure from the norm provided for in the standard range 
must be submitted to the Bureau with full facts and recommendations. The 
submissions are individually examined by the Bureau. Where they appear logical 
and reasonable, the recommendation is accepted and the specific rate above or 
below the standard range is promulgated. If in the opinion of the Bureau the 
conditions do not warrant the request of Associated, the matter is discussed with 
them and the difference of opinion is either composed or the request is rejected. 
There have been many such cases. Files on each risk are maintained by the 
Rating Bureau and are subject to examination by the Insurance Department. 
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The record in several places makes reference to Company Service Corporation. 
Company Service Corporation is incorporated under laws of the State of 
York. 
eens Corporation’s purpose is to furnish space, clerical and mechanical facili- 
ties for the several insurance organizations serviced by me and Joseph G. Bill. It 
was conceived and established as a ready and convenient means for the furnish- 
ing of such facilities at a substantial saving of expense. 

At the request and by appointment of the Insurance Department of the State 
of New York, Company Service Corporation also serves as the statistical agent 
of the State for the collection and compilation of premium and loss statistics 
on aviation insurance. In that capacity the Corporation receives statistical 
reports, not only from members of the Associated Aviation Underwriters but 
other stock insurers as well. The sole function of the Corporation in this respect 
is to collect and compile those figures. 

I respectfully repeat my request that this statement be made a part of the 
Subcommittee’s record. 

fully, 
ee aes H. L. Wayne, 
General Manager. 
ExHIsit A 


RATING PLAN OF THE AVIATION INSURANCE RATING BUREAU 


In view of the provisions of the rate regulatory laws in New York State 
in respect to aviation insurance, the Aviation Insurance Rating Bureau has 
been formed by the member companies thereof, its functions being as established 
in its constitution and by-laws. 

In establishing the Aviation Insurance Rating Bureau as a rate making and 
filing organization for such business, the companies are embarking upon a new 
venture without precedent for the particular class. In undertaking this 
venture the Bureau, its members and Insurance Departments alike must of 
necessity realize that there are in existence no fixed, pre-determined formulae 
for the rating of such business, 

Like Ocean Marine Insurance of which Aviation insurance is the air counter- 
part, it can be said that each and every risk must be examined in its own 
light, and rates established for each which are satisfactory to both the assured 
and the underwriter; meet the standards of the rate regulatory laws and are 
such that the Aircraft operators can find a market for their insurance require- 
ments. 

It may be that out of the experience of the Bureau as time goes on, there 
will evolve a rating schedule which can be applied to this business with justice 
to all concerned. To make any attempt to establish such a rating schedule at 
this stage of our activities, however, is impractical and impossible of accomplish- 
ment, excepting only as to individual private airplane risks, in respect to which 
a range of rates will be filed. 

For the foregoing reasons which but briefly outline the task facing all con- 
cerned in this undertaking, the rating plan of the Bureau contemplates indi- 
vidual consideration and rating of each and every such risk as comes within 
the scope of the Bureau’s activities. To carry out this plan the Bureau will 
appoint a rating committee of individuals well qualified by their training and 
experience in the undertaking of such business in the past, to consider each 
case submitted and to make a rate or rates therefor which will then be 
promulgated by the Bureau to the company or companies interested in the 
risk. In arriving at the rate or rates to be charged, the committee will 
give consideration to all aspects of the risk, including— 

(1) the insuring conditions and other ratable provisions of the policy 
form to be issued ; 

(2) the size and spread of the risk and catastrophe potential ; 

(3) the previous loss experience on the risk in relationship to the coverage 
desired ; 

(4) the willingness and determination of the airplane operator to fre- 
duce the probability of loss to a minimum as evidenced by the past co- 
operation of the management in this respect ; 

(5) the willingness of the airplane operator as evidenced by past practice 
to furnish sufficient equipment and personnel to insure a reasonable degree 
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of compliance with safety and loss prevention practices and its agreement 
to permit inspection and supervision of all safety practices and facilities; 
(6) the general management of the airplane operation including 
(a) general housekeeping ; 
(b) fire prevention practices; 
(c) discipline of employees in observance of rules and in safety 
matters ; 
(d) maintenance of trained fire fighting units and crash trucks; 
(e) watchman service ; 
(f) servicing and refuelling practices ; 
(7) type and age of airplane and equipment ; 
(8) qualifications of pilots; 
(9) adequacy of maintenance of flying equipment ; 
(10) hangar facilities ; 
(11) uses of aircraft and type of terrain; 
(12) aids to navigation, including meteorological services ; 
(13) use of experimental equipment. 

Rates made by the Bureau shall be for a period of one year only except that 
upon application to the Bureau, rates may be established and authorized for a 
longer period. 

Other than to its members, rates made by the Bureau will be furnished only 
to the insured or to authorized representatives of the insured as evidenced by 
appropriate letters of authority. 

It is the opinion of the Bureau that this rating plan fully meets the require- 
ments of the rate regulatory laws and is in keeping with both the letter and 
spirit of such statutes. In this connection, particular attention is invited to the 
specific provision found in the rate regulatory laws of most States—and in the 
Bureau’s opinion, inherent in all—to the effect that the Commissioner, Super- 
intendent or Director of Insurance may suspend or modify the requirement of 
filing as to any kind of insurance, sub-division or combination thereof, or as to 
classes or risks, the rates for which cannot practicably be filed before they are 
used. In all such cases the supervising authority way make such examination 
as he may deem advisable to ascertain whether any rates made pursuant to this 
provision of the statute meet those standards of the law which apply to all 
rates made on classes of risks not specitically exempted from the scope of the law. 
The Bureau respectfully submits that there are at this time no other classes of 
risks to which this provision would apply more so than to insurance on aircraft 
operations. 

In no event shall this plan be construed as applying to insurance on hangars, 
airport structures or other fixed properties. 


ExnHisit B 
AVIATION INSURANCE RATING BUREAU SCHEDULE Or RATES 


SECTION I—GENERAL 


A. Description of use classifications 


1. Private Business and Pleasure—Aircraft used for private business and 
pleasure flights including non fare paying passengers but excluding any opera- 
tion for which a charge is made. Not more than two student pilots per aircraft 
permitted for this class. (This classification applies where predominant use is 
private or personal and the Insured is (are) individual(s). Aircraft owned by 
more than two individuals do not qualify for this class.) 

2. Industrial Aid.—Same definition as 1 above. (This classification applies 
where predominant use is in connection with an individual's or firm’s business. 
An aircraft belonging to an individual or firm engaged in any commercial avia- 
tion activity will qualify for this classification only when it is used solely for 
private pleasure and administrative flights. ) 

3.. Normal Commercial.—Aircraft operated for any or all of the following 
uses shall take this classification: Student instruction, Rental, Passenger carry- 
ing for. a consideration, charter flights, sales demonstration, high altitude pho- 
tography, and any operation for which a charge is made but which is not more 
hazardous than the foregoing. 

4. Limited Commercial._Same as definition 3 above but does not apply to air- 
craft used for charter or for carrying passengers for a consideration. (Note: 
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This classification term used only with respect to Passenger Bodily Injury 
Coverage.) 
5. Flying Clubs.—Use normal commercial hull rates and liability premiums 
and rates for Bodily Injury (excluding passengers) and Property Damage; use 
Limited Commercial premiums and rates for Passenger Bodily Injury. The 
class includes aircraft used by regular clubs and also any pleasure aircraft which 
is owned by more than two persons or on which more than two students receive 
instruction during the policy year, 
B. Definitions 


1. Basic Rate.—A basic hull rate is the rate for a hull risk which is applied to 
the amount of insurance; a basic liability rate is the rate for the lowest limit(s) 
applicable to a particular type of aircraft liability coverage. 

2. Loading Rate.—Loading rate is the rate applied (whenever the amount of 
insurance is less than the list price of an aircraft) to the difference between the 
amount of hull insurance and the list price of the aircraft. (Note: Loading 
rates are not shown in this schedule because the loading rate is always 25 per- 
cent of the basic rate except on a fire only policy where it will be 15 percent 
of the basic rate.) 

3. Basic Premium.—A basic premium is the premium for the lowest limit(s) 
applicable to a particular type of aircraft liability coverage. 

4. Conventional aircraft.—For purposes of rating, a conventional aircraft is 
deemed a fixed wing aircraft bearing an NC Type certificate and accepted by the 
Bureau as being of conventional design because of similarity to previously proved 
designs or because of proved performance on the particular model. 

5. Non-Conventional Aircraft—For rating purposes, a non-conventional air- 
craft is any aircraft which does not come within the scope of the definition of 
conventional aircraft. Certain types of non-conventional aircraft are specified 
in Section IV, and the Bureau will notify member companies as and when addi- 
tional types or models are ruled non-conventional. In case of doubt request a 
ruling from the Bureau. 

6. Rate Submissions.—Whenever the phrase “to be submitted for rating” (or 
“submit the risk to the Bureau” or “submit for rate promulgation”) is used in 
this schedule, it means that the risk is to be submitted to the Aviation Insurance 
Rating Bureau. Unless a risk is written at a rate within the applicable standard 
range of rates shown in this schedule, submit the risk to the Bureau. 


C. General rules—hull and liability 


1. Short Term Policies——Where a policy is issued for a term of less than 
twelve months, charge short rate of 125 percent of the annual premium. 

2. Deferred Premium Payments.—Policies may be issued for deferred pre- 
mium payments in the following manner. (In either case a full annual pre- 
mium is earned with respect to each aircraft which becomes a total or con- 
structive total loss) : 

(a) (1) 40 percent of Premium payable upon attachment date; (2) 30 
percent payable on 90th day; (3) 15 percent payable on 180th day; (4) 15 
percent payable on 270th day. Deferred payment charge is 2% percent of 
original unpaid balance. 

(b) (1) 20 percent payable upon attachment; (2) Balance payable in 8 
equal monthly installments beginning on 30th day after attachment. 
Charge is 3 percent of original unpaid balance. 

38. Minimum Premiums.—A fleet risk written on a reporting basis shall carry 
a minimum and deposit premium which shall be not less than 25 percent of 
the flat annual premiums on the entire fleet (as of date of attachment) nor less 
than the total of the full annual premiums on the three aircraft carrying the 
highest premiums (as of date of attachment), whichever is the greater. If 
this rule would invoke undue hardship on an insured due to unusual aspects 
of the risk, or if due to extra hazards or concentration of exposure it would be 
inadequate for the underwriting requirements of the Company, the risk shall 
be submitted to the Bureau for promulgation of adequate deviation. 

4. Per Diem Reporting Form.—On a fleet risk where there is a frequent change 
in aircraft owned or operated by the Insured, the policy may be written on a 
reporting form at per diem rates. The per diem rate shall be 1/365th of the 
annual standard or promulgated premium. 
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D. Aircraft airworthiness certificates 


1. The following letter symbols used in this schedule of rates to designate 
the airworthiness certificate of an aircraft shall also apply to aircraft bearing 
the revised comparable designation authorized by the Civil Aeronautics Au- 
thority : 


Applies to aircraft bearing 
certificate designation 


PP aaenedahc eck hehad ein acs aia id ns nd bln dees ee “NC” or “Standard” 
Os cclocricchctdecaDilates hdc Tag hihi ean naiesnnieanassicbasonn “NL” or “Limited” 
I rhc chtiN  a ae “NR” or “Restricted” 
Tne ete ea tie ee ae DS ee “NX” or “Experimental” 


SECTION II. HULL RATES AND RULES 


The rates in this section apply only to conventional aircraft, as defined. The 
rules apply to all types of hull risks except where the nature of the rule makes 
it applicable only to a certain type or certain types of policies. 


A. Description and scope of coverages and perils 


1. Limitation of Perils—The actual coverage afforded by any Peril referred 
to in this section is determined by the definition of such peril in the standard 
policies and standard endorsements currently in use by member and subscriber 
companies. 

2. All Risks—Wherever the term “All Risks” is used it shall be deemed to 
describe a type or basis of coverage which is subject only to such exclusions and 
limitations as appear in the standard policies and standard endorsements cur- 
rently in use by member and subscriber companies. 

8. Coverage 1—Wherever this designation is used, coverage applies only while 
the aircraft is not in motion. 

4. Coverage 2.—Wherever this designation is used, coverage applies only while 
the aircraft is not in flight. An extension of coverage 2 can be added, at proper 
rate, to include fire in flight excluding fire following a crash. 

5. Coverage 3.—Wherever this designation is used, coverage applies whether 
the aircraft is on the ground or in flight. 

6. Fire Peril.—This peril as used herein covers also the risk of Transportation, 
as limited by policy definition. The term “Fire ex crash” means fire on the ground 
and fire in flight excluding fire following crash. 


B. Hull named perils, where individual perils insured 


Rates are for Annual Coverage on single engine aircraft. No Deductible 
applies to fire or theft. 
Basic rates 


10-PERCENT DEDUCTIBLE WINDSTORM AND LAND DAMAGE 


as Aircraft under 2,000 itisinat we| Aircraft over 2,000 pounds 


| 


Max | Mini- Standard 




















Standard ty | Maxi- 
| mum | | mum | mum | | mum 
ean Eh Snail pat cella 7 Mwai os 2 iiknbad sadheneaiaalal 
1. Private and industrial aid: | 
(a) Fire: | Percent} Percent | Percent| Percent| Percent Percent 
Cpe 2 e253 ae ---| 0.75 | 1.80-2. 20 | 0.75 | 1.80-2.20 | 5 
Ex-crash___- ul 75 | 2. 00-2. 50 | 5.25 | -75 | 2.00-2. 50 5. 25 
(6) Windstorm: | | | 
oS) EEE Le Lee 15 -50- .70 2 | .15 . 45- .55 2 
I Ti 59k. iin act gor nd= 46d —— - 20 . 69- .79 2.5 . 20 . 49- . 69 2.5 
(c) Land damage: 
ga alle aap a -15 -45— . 55 2 15 . B5- . 45 | 2 
a, EE ee . 20 -.48- .68 | 2.5 | . 20 .42- . 52 | 2.5 
eT ee eee ee |} .10| .20-.80) 15 | 10) .15-.25) 15 
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Basic rates—Continued 
5-PERCENT DEDUCTIBLE WINDSTORM AND LAND DAMAGE 





Aircraft under 2,000 — | Aircraft over 2,000 pounds 























Mini- | Standard | Maxi- | Mini- hy Standard | Maxi- 
mum mum | mum | mum 
oe il oc< peeled al L 
2. Private and industrial aid: Percent | Percent Percent | Percent Percent | Percent 
a) Fire and theft: Rates under 1 above--j-_-......|.-..--.----- posh nacre i 7 ie 
Windstorm: | =F 
I ao. cabin alesis dtlhniinie ncaa 0. 25 0.72-0.92 | 2.25 0.20 | 0.57-0.77 | 2. 25 
EY Si dicen cncdsvarictctet watecathien ini asnene - 25 - 84-1. 04 | 2.5 - 20 | . 6 .89 | 2.5 
(c) Land damage: | 
NN Bn ri St ieeinbehs aba . 25 - 58- . 78 | 2.5 | . 20 .43- .63 2.5 
SIND Siocon ne nadine yd snnanent . 25 -70- .90) 25 | -20| .53-. 73 | 2.5 
} | 
24 PERCENT DEDUCTIBLE WINDSTORM AND LAND DAMAGE 
| | 
3. Private and industrial aid: | | 
(a) Fire and theft: Rates under 1 above--|-_-......|_..-..--....|.-..---- Sutton tee Dd esiginsitondginiel damian aals 
(6) Windstorm: | 
nae tea ennGimie 0. 30 0.88-1.08 | 3.00 0.30 | 0.73- .93 3.00 
Cepetene S255 s10.siie1s-30cba 30 1.03-1.23| 3.00} .30| .881.08| 3.00 
(c) Land damage: | 
UE a .%| .72%.92| 275| .25) .8%.77 2.75 
DOTS Bicinenenenslnstncatoetites | 25 | .841.04) 275) .25| .60-.8 | 2.75 


10 PERCENT DEDUCTIBLE WINDSTORM AND LAND DAMAGE 


| | | 


























4. Normal commercial: 
(a) Fire: | | | 
det haicdabbbc in cddienLieel 0°75 1°80-2°20 | 5.00 0.75 1. 80-2. 20 | 5.00 
a 75 | 200-250) 5.25| .75| 200-250) 5.25 
(b) Windstorm: | | 
DIR Bho cnn ae eduwewweanadnlen } 15 .70-.90 | 2.25) 15 .61- .81 | 2. 25 
a ae ae * -15 | 1.07-1.27| 2.5 | -15| .93-1.13 2.5 
” ame | .15| 105 .95| 225| .15| .5%.73| 2.00 
ee Gas 5. op cdenaes ABs ’ ; ; . 25 | -15| .53.7 s 
oo eee oatparaeisand acon . 20 . 98-1. 18 | 2.5 | . 20 . 82-1. 02 | 2. 50 
CS PIN se oon nde cumdolmaaes | 10 | .2- .30} 1.50} .10| .15.25| 1.50 
5 PERCENT DEDUCTIBLE WINDSTORM AND LAND DAMAGE 
5. Normal commercial: | | | 
(a) Fire and theft rates under 4 above--_-.|_.....-_j--.--------- OF tee Feet ees sp eeeenten |----==== 
(6) Windstorm: | | | 
Gommeees 62 ah | 0.20! 0.96-1.16 | 2.50} 0.20| 0.821.02]} 2.50 
Coverage 2 li tae eens nab dies .2 | 1,221.52] 2.75 .20| 1,141.44] 2.75 
(c) Land damage: 
hit ih ca occa cam iwanengence . 2 | 0.89-1.09 | 2.50 .20 | 0.62- .82 2. 50 
NE i tenetinesininie cashibguaoue .25 | 1.33-1.63 | 2.75 . 25 - 95-1. 15 2. 75 
oes | | | | 
24 PERCENT DEDUCTIBLE WINDSTORM AND LAND DAMAGE 
sed ey np Ee 
6. Normal commercial: | | | 
(a) Fire and theft: Rates under 4 above--}_..-----}- ean er anther wddeill acids lebthoteesdadiell mataanentate 
(6) Windstorm: | | 
SNUNED Bact tcdnssaknescehensacdume | 0. 30 1.12-1.42 | 3.00) 0.30 | 1, 03-1. 23 3. 00 
a a | P 1. 54-1. 84 3. 00 | .30 | 1.35-1.65 3.00 
(c) Land damage: 
NON i ctaace' huessiubliiiccnaaniceng 25 | 1. 28 | 3.00 | | 91-111] 2765 
IE ooo rnc okatescweninnnes . 25 | t aL 71 | 3.00 | . 25 | 1.19-1.49| 2.75 
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Rates for Annual Coverage, Single Engine Aircraft 
1. ALL RISKS BASIS—GROUND NOT IN MOTION (COVERAGE 1) 


| 
| 
Deductible ex- | 











Basic rates 



































Use classification | cept fire and Under 2,000 pany Over 2,000 pounds 
theft para ie 
Mini- | Standard Maxi- | Mini- | Standard | Maxi- 
mum |} mum mum } Mum 
sleet pen — | " eee in qrereenbeegliht-scciaiial 
Mini- | | 
Percent mum |Percent| Percent | Perce ty | Percent | | Percent | Percent 
Be eR ee 10 $100 | 2 3. 05-3. 75 | 61 2 | 270-3. 60 6 
Commercial...........--.-.- | 5 | 75 3141 3. 50-4. 30 2%| 3.05-3.75 7 
244) 50 2%| 3.85-4.75 7% 2%| 3.40-4. 20 8 
PE cocci tbetihda does ol 10 | 100 | 2 | 2. 45-2. 95 | 6 | 1%| 2.05-2. 55 6 
Business and pleasure_.--..- 5 | 75 | 214| 2. 80-3. 40 | 614) 2 | 235-2 85 6% 
24 50 | 244| 3.05-3.75 | a 2A 2. 60-3. 20 7 
| | | 
2. ALL RISKS BASIS—NOT IN FLIGHT (COVERAGE 2) 
Normal_____.-__--- Le Sea | 10 | $100 24%) 3.70-4.50 | 8 2 | 3.25-3.95 6% 
RON . on. os cctdecoedsl 5 | 75 244) 4.25-5.15 8le 24%| 3.70-4. 50 7% 
| 2% 50 | 234| 4. 60-5. 60 9 244| 4.05-4.95 8% 
UNO re fou ndabcdeckas | 10 | 100} 2 | 2.80-3. 40 | 6 2 | 2.45-2.95 7 
Business and pleasure. ----- a 5 | 75 | 244| 3. 25-3.95 61% 2 2. 80-3. 40 7% 
2% 50 | 2%4| +3. 50-430 | 7 214| 3.05-3.75 | 84 
3. ALL RISKS BASIS—GROUND AND AIR (COVERAGE 3) 
NE Bab Gannnbtnbomanets 10 | $100 8 |14. 40-17. 60 22 516/10. 80-13. 20 22 
Commercial. -2_....-........ 5 | 75 | 9 |16. 45-20. 15 23 6 |12. 35-15. 05 23 
214) 50 10 |18. 00-22. 00 25 | 7 13. 40-16. 40 25 
I ae 10 100 6. 11. 50-14. 10 | 18 5 9. 10-11. 10 | 18 
Business and pleasure----.---) 5 75 | 7 113. 25-16.15 | 20 | 514)10. 45-12. 75 | 20 
| 24} 50 | 8 /|14. 40-17. 60 22 6 j11. 35-13. 85 | 22 
D. Hull rates, multi engine aircraft 
Rates are for all risks coverage and annual terms. Rates do not apply to air- 
craft under 7500 lbs. gross weight. 
ALL RISKS BASIS—NOT IN FLIGHT (COVERAGE 2) 
oa eee ee ae —7 ie . ae: 
Use classification | Dedue- Mini- | Standard Maxi- | Deprecia- 
| tible } mum mum | tion 
a naecpli gina = _ . j 5 aan } ie : | ee eae | a, 
Private business and pleasure and indus- | | Perce 4} u6\ Percent Percent | 
NONE nr et ie hereon | Na | 1. 80-2. 20 | 6 | Nil, 
ereieeire ee an ‘| Pew Fn es ee 
2. ALL RISKS BASIS—GROUND AND AIR (COVERAGE 83) 
Private business and pleasure and indus- | 
St fn. pnadmnaconnnnmananl (1) 344) 4. 50-5. 50 10 | Nil. 





1 Ground, nil; flight, 5 percent; maximum, $1,000. 


' 
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E. Hull rates, models specifically rated 


These rates are annual rates for designated models which vary from rates of 
other aircraft in the same weight category. 
1. Following rates apply to Cessna Models 190 and 195; also to all Models 
of North American and Ryan Navion; also Stinson Models 150 and 165, 
(a) All. Risks Basis—Not in Motion—Use rates shown in C 1 above. 
(b) All Risks Basis—Not in Flight. 


| 
Basic rates 














Use classification Deductible 
Minimum | Standard | Maximum 
| 
ettiainton nt _— —— een eecrinle ween fe ae pare aee 
Percent Percent Percent Percent 

Private business and pleasure and industrial aid _ _--_--_- 10 1.50 | 2. 20-2. 60 5 
5 1.90 2. 55-3. 15 6 

2% 2. 20 2. 85-3. 45 7 


c. All Risks Basis-Ground and Air—To qualify for these standard rates risk 
must be confined to pilots with minimum experience of 1000 total hours includ- 
ing 50 hours in type for Cessna and Navion. Stinson risks must specify pilots 
having minimum of 300 hours experience. 


| 
Basic rates 








Use classification apse seas 
| | 
Minimum | Standard Maximum 
cattmeiith . en 7 = eens | 
Percent Percent Percent Percent) 
Private business and pleasure and industrial aid_----- 1 7.00 | 7.80- 9. 50 15.00 
| 5 8.30 | 8. 95-10. 95 16. 50 
| 
| 


2% 9.15 | 9. 70-11. 90 | 17. 50 
| 


F. Delivery flights 


The following are Standard rates for delivery flight risks or other risks where a 
single flight is insured. If any ground coverages (for less than a year) are in- 
sured before or after the specific insured flight, charge short rate of regular rate 
for applicable coverage in addition to the charge shown below. Rates contem- 
plate All Risks Ground and Air. Loading applies in usual manner. Minimum 
premium is $20 per aircraft. The rates are: 





Deductibles | Distance Single | Multi- 
engine engine 
| 
Percent | Minimum Percent Percent 
10 ----| $100_......| 1st 500 miles__- thie nakedeeas hibicbnab sakes 0. 90-1. 10 | 0. 50 -0.70 
Each additional 500 miles (or fraction thereof) - wind .20- .30 -10 - .20 
§.. si WG = Picereaes | Ist 500 miles _____- adaaal Soil Rc cek eee tanner tone 1. 05-1. 25 .59 - .79 
| Each additional 500 miles (or fraction thereof)... _- .24- .34 |) .157-.191 
Se a ist 500 miles__- en eee eee ee .65 - .85 
Each additional 500 miles (or fraction thereof)_........ -26- .36 | .167- .205 








Submit unusual risks for rate promulgation. 
G. Specific rates and rules 


The following apply to all rates shown in paragraphs B, C, D, E, and F above. 

1. Insurance to value.—-All rates shown require full insurance to value. Any 
risk where full insurance to value is not carried must be submitted for rate 
promulgation. 

2. Depreciation.—Except where specifically hereinabove stated to the contrary 
all hull rates contemplate pro rata of 20 percent annual depreciation on new air- 
craft and of 15 percent on used aircraft. 
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3. Unhangared aircraft——The standard increase in the Standard rate for an 
unhangared aircraft is 1 percent. 

4. Seaplane, amphibian or flying boat.——All rates shown above are for Land- 
planes. Where the aircraft insured is a seaplane, amphibian, or flying boat the 
standard rate is to be increased : 


(a) Ground risks: not in motion or not in flight-increase rate by 114 per- 
cent. Where the only flight risk insured is “fire in flight excluding fire follow- 
ing crash,” the 114 percent increase applies. 

(0) Ground and air: when flight (crash) risks are insured, the standard 
basic rate is 125 percent of the standard rate shown for a landplane. 


5. Full named perils —Where full named perils are insured the standard rate 
to be used is the comparable All Risk rate less one-fourth percent. 
. 6. Students on private pleasure or industrial aid.—For student instruction on 
these classes charge the following additionals: 


1 Student 2 Students 





an cnewspudaepnedeanesquepane UR etepvisicincl ie 
(6) All risks basis—not in flight__...................._.-- et esaceoninete 0.25 percent_| 0.50 percent. 
(c) All risks basis—ground and air_--................-..-...----...-..----.-| 0.50 percent_| 1 percent, 


7. Premium Insurance and Reinstatement Waiver. 


(a) Waiver of Reinstatement: A policy may stipulate that partial losses 
will be automatically reinstated without additional charge provided the 
insured has originally been charged an additional premium figured at 25 
percent of the rate times the annual premium. 

(by Total Loss-Return of Unexpired Premium: A policy may stipulate 
that the company will return the pro rata unexpired premium from date 
of loss on any aircraft which becomes a total or constructive total loss pro- 
vided the insured has originally been charged an additional premium figured 
at 25 percent of the rate times the annual premium. 

(c) Full Premium Insurance: For full premium insurance the charge 
shall be the sum of a and b. 


8. Additional Premiums on Losses-Reporting Forms.—In lieu of the ordinary 
provision that pro rata additional premium is charged in the event of partial 
loss and the full premium is earned on a total loss, a reporting form policy may 
provide that an additional premium, figured at half the policy rate times the 
amount of loss, is due and payable by the insured. Such additional premium is 
considered fully earned. 

9. Breach of Warranty.—Breach of warranty charge is 14 percent of the 
mortgage, lien, or encumbrance on the aircraft as of attachment date. 

10. Flight (Crash) Flying hour Rates—Where flight (or crash) risks are 
insured on an hourly reporting basis, the standard hourly rate will be determined 
by dividing the standard annual rate (for the flight risk only) by 200. 

11. Component Parts.—Where a policy is subject to a component parts schedule 
and the aggregate values of all components gives the same total as the amount 
of insurance, no loading is charged. 

12. Vendor’s Single Interest—Vendor’s Single Interest may be insured for 
ground and air risks at a charge of 10 percent of the original unpaid balance in 
a case where the balance is payable in 12 equal monthly installments. If the 
number of equal monthly installments exceeds 12 months, use the following 
formula: 

Actual Number of Installments 
a X10%=rate 
12 





Multiply the resulting rate by the original unpaid balance to arrive at premium. 
Where the number of equal monthly installments is less than 12, charge short 
rate. Where installments are not equal monthly payments, submit to the 
Bureau. 

13. Strikes and Riots—When the exclusion relating to strikes, riots and civil 
commotion is deleted, the basic rate (either ground only or ground and air 
coverage) is increased 0.15 percent Single Engine Acft. and 0.10 percent on 
Multi-Engine Acft. on Pleasure and Industrial Air Risks. Commercial risks are 
to be submitted to the Bureau. 
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14. Fire Be-Crash.—Fire in flight excluding fire following crash can be added 
to any policy insuring fire or fire and other ground coverages by increasing the 
basic rate by %4 percent. 


SECTION II. AIRCRAFT LIABILITY PREMIUMS—CONVENTIONAL AIRCRAFT 


Premiums shown are for annual coverage both Single Engine and Multi- 
Engine. 








Basic premiums 


Use classification Coverage and basic limits | 1 at 
| 


Min-| Standard Max- 
aad imum 








$12. 15-$14. 85 $25 


A. Private pleasure and industrial | 1. Bodily injury excluding passengers, 1$7. 50 | 
‘ 7. 50 15.75- 19,25 | 30 


aid. $5,000/$10,000 
2. Property damage, $5,000 








3. Passenger bodily injury 





Number passengers, | 
top limit Lg passenger, 2 passengers, 3 passengers, 
000 





4 passengers, | Each addi- 
$5, $10,000 $15,000 $20,000 | tional, add 
| $5,000 
enti ati se a t —_ SS 
Minimum.....-... o% $15. 75 $24. 75 $31. 50 ee $38. 25 $6. 75 
in Res cs ccenrpidnis | $28. 35- 34.65 $44. 55- 54.45 $56. 70- 69. 30 - 84.15 $12. 15- 14. 85 
Maximum... __. 4 47. 25 74. 25 94. 50 | "114.75 20. 25 


















Basic premiums 


Use classification 








Coverage and basic limits | 
|Min-| Standard Max- 
imum| imum 
- — — 
B. Normal commercial_..--...---- | 1. Annual premiums, bodily injury, $10 | $18. 00-$22. 00 $50 
excluding passengers, $5,000/ | 
$10,000. | 
| 2. Property damage, $5,000.__._...._.- 10 | 22. 50- 27.50 60 


3. Reporting form rates: hes eee ae Sa 


| 
| Basic rates per aircraft-hour 
































| 
| (cents) 
Saad se eeenndlipestciagiiginitinabins 
| | j } 
Min-| Standard /|Max- 
| imum| jimum 
Bodily injury, excluding pas- 2 | 4. 8-5.8 15 
sengers, $5,000/$10,000. | } 
Property damage, $5,000... .__- 2 | 6.0-7. 4 | 15 
4. Flat annual, passenger binjodily ury 
Number passengers, L ie os xT 
top limit 1 passenger, 2 passengers, | 3 passengers, 4 passengers, Each addi 
$5,000 | $10,000 $15,000 $20,000 tional, add 
| | | $5,600 
‘ ” 3 ; 1. ii oa ee 
| 
Minimum ninogee | $45. 00 | $81. 00 $112. 50 | $141. 75 $22. 50 
Standard --_-........-- -| $81. 00- 99.00 1$145. 80- 178.20 |$202. 50- 247.50 |$254. 15- 311.85 $40. 50- 49. 50 
Maximum...__...--- 135. 00 243. 00 | 337. 50 | 425. 25 | 67. 50 
i | ' 
5. Reporting form rates, passenger bodily injury—Basic rates per aircraft-hour 
aieias Sceas 
| 1 passenger, | 2 passengers, | 3 passengers, 4 passengers, | Each addi- 
$5,000 $10,000 | $15,000 20,000 | tional, add 
$5,000 
| = ae 
= . : | is | 
| $0. 10 | $0.20 | $0. 25 | $0. 30 $0. 05 
i RA SLR | $0.22- .26! $0. 300” . 472 | $0. 54- . 66 $0. 68- .84 | $0.11- .13 
Maximum___._.__....- .75 | 1.00 | 1. 50 2.00 25 
| 


; 
t 
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SECTION Il. AIRCRAFT LIABILITY PREMIUMS—CONVENTIONAL AIRORAFT—Continued 


Use classification Coverage and basic limits 








C. Limited commercial. -________- 1. Standard rates both flat premium and reporting policies for (1) 
bodily injury, excluding passengers, and (2) property damages 
coverages use charges shown for normal commercial. 





2. Passenger bodily injury 




















Number passengers, | 
top limit 1 passenger, 2 passengers, 3 passengers, 4 passengers, Each addi- 
$5,000 $10,000 $15,000 $20,000 tional, add 
$5,000 
(a) Flat annual: 

Minimum._______- $22. 50 $33. 75 $42. 75 $51.75 $9. 00 
Standard __.......- $40. 50- 49. 50 $60. 75- 74.25 $76. 95- 94.05 $93. 15-113. 85 $16. 20-19. 80 
Maximum..____.-_-- 67. 50 101. 25 128. 25 155. 25 27. 00 





| Basic per aircraft-hour 


ee 
| 1 passenger, | 2 passengers, | 3 passengers, | 4 passengers, | 5 passengers, | Each addi- 











$5,000 $10,000 $15,000 $20,000 $25,000 | tional, add 
$5,000 
, 
(0) Reporting 

form rates: ! | 
Minimum... $0. 05 | $0. 07 | $0. 10 $0. 20 $0. 25 | $0. 05 
Standard..._- $0.11- .13 | $0.16- .20 |$0.205- .251 | $0.54 .66 | $0.68- .84| $0.11- .13 
Maximum._.- - 25 . 36 - 46 1.20 1. 52 . 25 








1 Where a fixed base operator’s fleet consists mainly of trainer type aircraft and (1) the aircraft are used 
primarily for student instruction, sales demenstration, and rental, and (2) the total number ef aircraft hours 
on charter and fare-paying passengers flights does net exceed 10 percent cf the aggregate aircraft hours for 
the entire fleet, the risk will qualify f-r limited commercial reperting form hourly rates. Such a risk, how- 
ever, must take normal commercial premiums if insured at per diem rates or at flat annual premiums. 


D. Rules 


1. Increased Limits.—Standard premiums for increased limits are obtained 
by multiplying the basic premium by the increased limit factor shown on appli- 
cable table 

(a) Bodily Injury Excluding Passengers : 

1. Private Pleasure and Industrial Aid—Table A. 
2. Normal Commercial and Limited Commercial and all other use clas- 
sifications—Table B 

(b) Property Damage for all use classifications—Table C 

(c) Passenger Bodily Injury for all use classifications—Table D 

2. Guest Voluntary Settlement.— 

(a) Previous filings by member companies referred to this coverage as 
admitted Liability. Standard rate applies only to risks of Private Pleasure 
and Industrial Aid Classes. 

(b) Guest Voluntary Settlement Rates per $1000. Death and Dismember- 











ments. 
| Minimum ts Standard Maximum 
| | 
OS as LR BCE vee eases se Bad | off $4.00 | $6. 00-$7. 50 | $16. 00 
| 15. 00 


SES eee ae aa al 2. 50 | 4.00- 5.00 


(c) If the legal Passenger Bodily Injury limits exceed the Guest Voluntary 
limits, the charge for the legal coverage is the full difference between the 
premium for legal limits equal to the Guest Voluntary limits and the pre- 
mium for the total maximum legal limits covered. 

(d) Passenger Guest Voluntary coverage may include weekly indemnity. 
The charge for each $5.00 Weekly Indemnity (payable for 52 weeks) is 20% 
of the charge for $1,000. Death and Dismemberment coverage. Hence the 
standard charge for $5.00 Weekly Indemnity (payable for 52 weeks) is 20% 
of the standard Death and Dismemberment rates. 


a 
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8. Medical Payments.—Available only when passenger bodily injury legal lia- 
bility coverage is carried in the same company. The following premiums apply 
to private pleasure and industrial aid classes: 


Basic premiums 


Pilct seat (if included) Each passenger sedt 
Limit per person ee stad -| alien a al sapllcccatadiieacnes 


| Minimum Standard | Maximum | Minimum 








| 


Standard — 


} 
| 
' 
! 
' 





“ee “ode Se $3.50 | $6. 30-$7. 70 


! 
$15. 00 $2.25 | $4. 05-$4. 95 $15. 00 
$1,000_ ee 4. 50 | 8. 10-9. 90 17. 50 
Bs ik teste ns . 7.00 12. 60-15. 40 | 28. 00 4. 50 8. 10-9. 90 25. 00 
eS ct 8.00 | 14. 40-17. 60 | 32. 00 5. 50 9. 90-12. 10 30. 00 


| whe 
| | 
18.00 | 3.25 | 5. 857.15 
| | 


4. Additional Insured Student or Rentor pilots—Where a commercial risk 
is extended to include student or rentor pilots as additional insureds, the pre- 
mium (or rate on reporting form policy) is to be-increased by 25 percent. 

5. Delivery Flight Premiums.—The following are standard per aircraft pre- 
miums for single and multi-engine delivery flight or other single flight coverage. 
Minimum premium $10. per aircraft : 


| 
Basic limits Standard 
| 


premium 
phe PERRY TED, apc fl 
Bodily injury (excluding passengers) -_ -.........-.....-:-----.-----.----- | $5, 000-$10, 000 $4. 27-$5. 23 
NNOEEe) MENIND SS. eo ck ca daks bemoan sl web dovcinnklssawekoudibmaieibadoee | 5, 000 | 5.04- 6.16 








Risks covering Passenger liability or unusual risks to be submitted for rate 
promulgation. 
6. Non-Ownership Policies.— 

(a) Specified Aircraft: When a non-ownership policy is issued to cover 
only with respect to specified aircraft, the risk is subject to the full pre- 
miums (or rates) and rules applicable to owned aircraft. 

(6) Specified Pilots: When a non-ownership policy is restricted to speci- 
fied pilot(s), the standard charge is an annual premium for each pilot 
named in the policy, the passenger liability premium being that for an air- 
craft of the greatest passenger capacity covered by the policy. 

(c) Blanket Coverage: Where a partnership, firm, or corporation is in- 
sured under a blanket non-ownership policy, standard premium can be 
derived by using the following formula provided an application is signed 
by a partner or officer of the insured, which application sets forth (a) non- 
ownership exposure for the preceding 12 months, and (b) ratable facts as 
required by the formula for the risk as of time of attachment and estimated 
exposure during the next twelve months. This formula can only be used 
when the maximum Passenger limit divided by the limit per passenger 
equals the maximum number of passenger seats for any aircraft covered. 
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The standard charges are: 


(1) For each employee-owned Air- 
craft used on company business______ 

(2) For each employee, partner, 
or executive holding pilot license (no 
charge if policy warrants that flights 
by a particular pilot are not covered; 
no charge if pilot owns an aircraft 
for which charge is made under (1) 
Bt cecthnnaiateiiaaitnnes eden nencmannins ccicatee: 

(3) For each executive, partner, or 
employee permitted to charter aircraft 
for company use. (Excluding any per- 
son for whom a charge is made under 
poeen tS) or: (2) apere:)_.__ 

(4) Unknown Exposure 


Charge 


75 percent of Annual Premium 


50 percent of Annual Premium?” 


25 percent of Annual Premium? 

1 full Annual or 20 percent’ of 
total under (1), (2) and (3), 
whichever is greater 


1 Passenger premium is for aircraft of highest number of passenger seats for 


which the pilot has been approved. 


2 Passenger premium to be used is for aircraft with highest number of passenger 


seats insured. 


Total premium is the sum of charges for items (1), (2), (8) and (4). 


Minimum premium in event of cancellation by insured up to 50 percent 
of total annual premium is optional with company. Company can re- 
quire that insured report any case where a multi-engine aircraft is 
chartered or where a single engine aircraft is chartered for a period be- 
yond two weeks, and if the short rate earned premium exceeds the 
“unknown exposure” charge, the insured shall pay such excess addi- 


tional premium. 


(d@) Variations: Where any non-ownership risk has unusual features, the 


full facts shall be submitted to the Bureau. 


7. Additional Named Insureds.—The standard additional charge for includ- 


ing additional named insured(s) shall be: 
Number of Additional Insureds 


Additional premium 


MeN Ne acetone ome 10% of premium 
a as ae a a NI oa ee ws er eemecenoene 20% of premium 


Fe her ents ante 25% of premium 


No additional charge shall be made for an additional named insured when 
such additional insured is: 
(a@) Member of Insured’s immediate family 
(b) A firm affiliated with the insured firm 
(c) An executive officer of an insured corporation 


(d@) Where the legal exposure of the additional insured is indivisable 


from that of the named insured. 


B. Single limit liability premiums 


Tables setting forth the premiums for Single Limit Liability coverage are being 


formulated. 


Sheets 12 (See * note) will be submitted to the New York Insurance Depart- 


ment immediately upon completion. 


*Tables cannot be limited to 1 page. 


and 12B etc. (as necessary). 


Additional sheet(s) will be numbered 12A 


eS TE IY 
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SECTION IV. RISKS REQUIRING SPECIFIC BATE PROMULGATION 


When any aircraft, which would otherwise be rated under the provisions of 
Section II or Section III, is subject to hazardous uses or unusual risks not con- 
templated in the use classification within which it falls, the rate promulgation 
will be made individually on the basis of the hazards involved. Certain aviation 
industries either because of the complexity of the risk or the abnormal hazards 
inherently involved, require individual rating consideration. 

1. Hazardous Use Classification.—A risk which involves any of the following 
operational uses is to be submitted for rating: 

(a) Acrobatics—any acrobatics for which a charge is made, or over 
crowds, or which are conducted at less than 1500 feet. 

(b) Banner Towing. 

(c) Crop Dusting, Seeding or Spraying. 

(d@) Extended Over Water Flights. 


(e) Patrol—pipe line or power line or other patrol flights which require 
a waiver. 


(f) Photography—where nature of flight requires a waiver. 

(g) Racing. 

(h) Skywriting. 

(4) Stunting—see acrobatics. 

(j) Test Flights—other than routine test flights after repairs. 

(k) Miscellaneous—any risk where the operation involves greater hazard 
than uses described or contemplated under normal commercial use classifica- 
tion in Section I. 

2. Helicopter Rotary Wing Aircraft.—All Helicopter or Rotary Wing Aircraft 
are non-conventional aircraft are to submitted for rating. 

3. Airlines, Aircraft Factories, and Air Cargo Carriers.—All Airline, Air Cargo 
Carriers and Aircraft factory risks are to be submitted for rating. 

4. Prototype and NX and NR Aircraft.—aAll Prototype risks and risks insur- 
ing NR or NX aircraft are to be submitted for rating. Aircraft which have 
previously carried an NC or NL certificate but which are temporarily assigned 
an NX or NR designation because of minor variations or uncommon usage (which 
variation or use does not increase the hazard or affect the airworthiness of the 
aircraft) may be insured at standard rates. 

5. Lighter-than-air Aircraft—All lighter-than-air aircraft are non-conven- 
tional aircraft and are to be submitted for rating. 

6. Roadable Aircraft.—All roadable aircraft are deemed non-conventional air- 
craft and are to be submitted for rating. 


SECTION V. EMPLOYERS AVIATION INDEMNITY COVERAGE 
A. Scope and rules 


1. Hligibility—Any individual, firm, or corporation having two or more em- 
ployees subject to exposure as occupants of aircraft. 
2. Minimum Premium.— 

(a) Each policy written on a basis of an annual charge for each named 
employee covered, shall be subject to a minimum and deposit premium of 
not less than $50.00; a minimum and deposit premium of more than $50.00 
may be required, the amount depending upon the limits or exposures in- 
volved, in which case full details are to be submitted. 

(0) The standard minimum and deposit premium on reporting form poli- 
cies shall be 25% of the estimated annual premium or $200., whichever is 
the greater; a minimum and deposit of more than the standard may be re- 
quired, the amount depending upon the limits or exposures involved, in which 
case full details are to be submitted. 

3. Variations from Standard Rates and/or Minimums.—Any risk, which be- 
cause of unusual exposures do not qualify for standard rates and/or minimums, 
is to be submitted to the Bureau with full details. 





842 


THE INSURANCE INDUSTRY 





B. Standard rates, passengers only (excludes crew members) 














| | 

Death ts Medica] | 

| and dis- | Medical | reim- | Weekly 

member-| reim- | burse- |(52weeks) 

Coverage | Type of flying ment, burse- | ment, | indem- 

| each, | ment, jeach addi-| nity, 

$1,000 Ist, $500 tional, each, $5 

| $500 

= i sinachciactetinmsesdligietiaoeeshaaiaictl to 
1. Domestic airlines: 

“NC” aircraft, United States domestic | 
certificated airlines - Sieg Business - - pee $0. 75 $1. 24 | $0.13 $0. 34 

Geographical limits: U nited States of Business and | . 80 | 1.35 | 14 | . 36 
America and 100 miles into Canada; personal. | | | 
Hawaii. 

2. Basic worldwide airline coverage: 

Civilian aircraft, scheduled airlines, | Business________- 1.00 1.70 17 .42 
any nation. Scheduled trips only. | | 
Geographical limits: Worldwide____- | Business and____- 1.10 | 1.80 18 | 45 

| personal. 
3. Broad worldwide airline coverage: | 

Civilian aircraft, scheduled airlines, | Business__-_-_.-- | 1. 80 | 2. 55 | . 26 . 64 
any nation. Regular: special, or | 
charter trips. 

Military aircraft operated by military | Business and 1.95 2.70 | B . 68 
transport service of any nation. | personal. | | 

4. Nonscheduled and scheduled aircraft, | | 

worldwide: | | 

Same coverage as broad worldwide | Business... ..._- 2. 50 | 4. 25 .34 . 85 
airline coverage, plus any civilian | | | 
aircraft, certificated by any nation. 

Geographical limits: Worldwide--_._--- Business and | 2.70 4. 50 36 | 90 

personal. 





REPORTING FORM 


. " atk 
5. Basic worldwide air- | 





| 
Business__........| 14% percent of | \% percent of Bross | 16 percent of gross 
line: Coverage, as | gross airline | airline fares, airline fares, each 
described above. | | fares, each, | each, $250, med- $5 weekly in- 
| $5,000, deathand | ical reimburse- | demnity (pay 
dismemberment. ment. | 52 weeks). 
6. Nonscheduled trans- ew | 5 cents per $1,000, | Medical: 3% cents | 1 cent each $5, 
| 


port aircraft cov- 


| 
4 death and dis- 


Ist $500; 1.8 


weekly (pay- 





erage: Aircraft of | memberment cents each addi- | able 52 weeks). 
United States or | per passenger- | tional $500. | 

Canadian regis- | | hour. 

try. Geograph- | | 

ical limits: North | | 

America. | | 


Exureit C 


AVIATION INSURANCE RATING BUREAU SCHEDULE OF RATES REVISED May, 1956 


SECTION I—GENERAL 


A. Description of Use Classifications 


1. Private Business and Pleasure—dAircraft used for private business and 
pleasure flights including non fare paying passengers but excluding any operation 
for which a charge is made. Not more than two student pilots per aircraft per- 
mitted for this class. (This classification applies where predominant use is 
private or personal and the Insured is (are) individual(s). Aircraft owned by 
more than two individuals do not qualify for this class.) 

2. Industrial Aid.—Same definition as 1 above. (This classification applies 
where predominant use is in connection with an individual’s or firm’s business. 
An aircraft belonging to an individual or firm engaged in any commercial avia- 
tion activity will qualify for this classification only when it is used solely for 
private pleasure and administrative flights.) 

3. Normal Commercial.—Aircraft operated for any or all of the following uses 
shall take this classification: Student instruction, Rental, Passenger carrying 
for a consideration, charter flights, sales demonstration, high altitude photog- 
raphy, and any operation for which a charge is made but which is not more haz- 
ardous than the foregoing. 
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4. Limited Commercial—Same as definition 3 above but does not apply to 
aircraft used for charter or for carrying passengers for a consideration. (Note: 
This classification term used only with respect to Passenger Bodily Injury’ 
Coverage. ) 

5. Flying Clubs—Use normal commercial Hull rates and liability premiums 
and rates for Bodily Injury (excluding passengers) and Property Damage; use 
Limited Commercial premiums and rates for Passenger Bodily Injury. The class 
includes aircraft used by regular clubs and also any pleasure aircraft which is 
owned by more than two persons or on which more than two students receive 
instruction during the policy year. 

6. Fired Base Operator Fleets (Less than 10% Passengers for Hire).—Same 
as definition 3 above, but applies to fleet risks where less than 10% of flights 
involve fare paying passengers. This classification applies only to a risk which 
has at least three single engine aircraft owned and operated by the same insured 
individual, partnership or corporation. (Note: This classification term used only 
with respect to Passenger Bodily Injury Coverage. ) 

7. Sales Demonstration, (no charge made).—Aircraft (whether or not owned 
by an insured engaged in commercial aviation) used only for free sales demon- 
strations in addition to “Private Business and Pleasure” or “Industrial Aid” 
use ; also aircraft used exclusively for free sales demonstration. For a risk qual- 
ifving under this use classification, apply rates and premiums of the “Private 
Business and Pleasure” classification for both Hull and Liability. (Note: “Sales 
Demonstration” referred to in the description of “Normal Commercial’ in 3 
above, refers to any so called “Sales Demonstration” flight for which a charge 
is made. ) 


B. Definitions 


1. Basic Rate.—A basic hull rate is the rate for a hull risk which is applied 
to the amount of insurance; a basic liability rate is the rate for the lowest 
limit(s) applicable to a particular type of aircraft liability coverage. 

2. Loading Rate.—Loading rate is the rate applied (whenever the amount of 
insurance is less than the list price of an aircraft) to the difference between the 
amount of hull insurance and the list price of the aircraft. (Note: Loading rates 
are not shown in this schedule because the loading rate is always 25% of the 
basic rate except on a fire only policy where it will be 15% of the basic rate.) 

3. Basic Premium.—A basic premium is the premium for the lowest limit(s) 
applicable to a particular type of aircraft liability coverage. 

4. Conventional Aircraft.—For purposes of rating, a conventional aircraft is 
deemed a fixed wing aircraft bearing an NC type certificate and accepted by the 
Bureau as being of conventional design because of similarity to previously proved 
designs or because of proved performance on the particular model. 

5. Non-Conventional Aircraft.——For rating purposes, a non-conventional air- 
eraft is any aircraft which does not come within the scope of the definition of 
conventional aircraft. Certain types of non-conventional aircraft are specified 
in Paragraph FB, and the Bureau will notify member companies as and when ad- 
ditional types or models are ruled non-conventional. In case of doubt request a 
ruling from the Bureau. 

6. Rate Submissions.—Whenever the phrase “to be submitted for rating” (or 
“submit the risk to the Bureau” or “submit for rate promulgation”) is used in 
this schedule, it means that the risk is to be submitted to the Aviation Insurance 
Rating Bureau. Unless a risk is written at a rate within the applicable standard 
range of rates shown in this schedule, submit the risk to the Bureau. 


0. General rules, hull and liability 
1. Short Term Policies. 
(a) Hull Policies: Where a hull policy is written for a term of less than 


twelve months, charge short rate of the annual premium and stipulate that 


the balance of a full annual premium is earned on the amount of any loss 
paid. 


(b) Liability Policies: Where an aircraft liability policy is written for 


less than twelve months, charge the regular short rate of the annual 
premium. 


83077—-59 54 
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2. Deferred Premium Payments.—Policies may be issued for deferred premium 
payments in the following manner. In either case a full annual premium is 
earned with respect to each aircraft which becomes a total or constructive total 
loss : 

(a) (1) 40 percent of Premium payable upon attachment date (2) 
30 percent payable on 90th day (8) 15 percent payable on 180th day 
(4) 15 percent payable on 270th day. Deferred payment charge is 2% per- 
cent of original unpaid balance. 

(b) (1) 20 percent payable upon attachment (2) Balance payable in 8 equal 
monthly installments beginning on 30th day after attachment. Charge is 
80 percent of original unpaid balance. 

8. Minimum Premiums.—A fleet risk written on a reporting basis shall carry a 
minimum and deposit premium which shall be not less than 25 percent of the flat 
annual premiums on the entire fleet (as of date of attachment) nor less than the 
total of the full annual premiums on the three aircraft carrying the highest pre- 
miums (as of date of attachment), whichever is the greater. If this rule would 
invoke undue hardship on an insured due to unusual aspects of the risk, or if 
due to extra hazards or concentration of exposure it would be inadequate for the 
underwriting requirements of the Company, the risk shall be submitted to the 
Bureau for promulgation of adequate deviation. 

4. Per Diem Reporting Form.—On a fleet risk where there is a frequent change 
in aircraft owned or operated by the Insured, the policy may be written on a re- 
porting form at per diem rates. The per diem rate shall be 1/865th of the annual 
standard or promulgated premium. 

1. Aircraft Airworthiness Certificates—The following letter symbols used in 
this schedule of rates to designate the airworthiness certificate of an aircraft 
shall also apply to aircraft bearing the revised comparable designation authorized 
by the Civil Aeronautics Authority : 

Applies to aircraft 


Symbol bearing certificate designation 
a aN i el ata a ad “NC” or “Standard” 
at eek “NL” or “Limited” 
i ke tee “NR” or “Restricted” 
teh ec lalal “NX” or “Experimental” 


R. Risks requiring specific rate promulgation 
When any aircraft, which would otherwise be rated under the provisions of 
Section II or Section III, is subject to hazardous uses or unusual risks not 
contemplated in the use classification within which it falls, the rate promulga- 
tion will be made individually on the basis of the hazards involved. Certain 
aviation industries either because of the complexity of the risk or the abnormal 
hazards inherently involved, require individual rating consideration. 
1. Hazardous Use Classification.—A risk which involves any of the following 
operational uses is to be submitted for rating: 
(a) Acrobatics—any acrobatics for which a charge is made, or over 
crowds, or which are conducted at less than 1,500 feet. 
(6b) Banner Towing 
(ec) Crop Dusting, Seeding or Spraying 
(d) Extended Over Water Flights 
(e) Patrol—pipe line or power line or other patrol flights which require 
a waiver 
(f) Photography—where nature of flight requires a waiver 
(g) Racing 
(h) Skywriting 
(i) Stunting—see acrobatics 
(j) Test Flights—other than routine test flights after repairs 
(kK) Miscellaneous—any risk where the operation involves greater hazard 
than uses described or contemplated under normal commercial use classi- 
fication in Paragraph A, rule 3 
2. Helicopter Rotary Wing Aircraft.—All Helicopter or Rotary Wing Aircraft 
are non-conventional aircraft and are to be submitted for rating. 


~ 
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8. Airlines, Aircraft Factories, and Air Cargo Carriers.—All Airline, Air 
(argo Carriers and Aircraft factory risks are to be submitted for rating. 

4, Prototype and NX and NR Aircraft.—All Prototype risks and risks insur- 
ing NR or NX aircraft are to be submitted for rating. Aircraft which have 
previously carried an NC or NL certificate but which are temporarily assigned 
an NX or NR designation because of minor variations or uncommon usage 
(which variation or use does not increase the hazard or affect the airworthiness 
of the aircraft) may be insured at standard rates. 

5. Lighter-than-air Aircraft.—All lighter-than-air aircraft are nonconventional 
aircraft and are to be submitted for rating. 

6. Roadable Aircraft.—All roadable aircraft are deemed nonconventional air- 
craft and are to be submitted for rating. 


SECTION II—HULL RATES AND RULES 


The rates in this section apply only to conventional aircraft, as defined. 
The rules apply to all types of hull risks except where the nature of the rule 
makes it applicable only to a certain type or certain types of policies. 


A. Description and scope of coverage and perils 


1. Limitation of Perils —The actual coverage afforded by any Peril referred 
to in this section is determined by the definition of such peril in the standard 
policies and standard endorsements currently in use by member and subscriber 
companies. 

2. All Risks.—Wherever the term “All Risks” is used it shall be deemed 
to describe a type or basis of coverage which is subject only to such exclusions 
and limitations as appear in the standard policies and standard endorsements 
currently in use by member and subscriber companies. 

8. Coverage 1.—Wherever this designation is used, coverage applies only 
while the aircraft is not in motion. 

4. Coverage 2.—Wherever this designation is used, coverage applies only while 
the aircraft is not in flight. An extension of coverage 2 can be added, at 
proper rate, to include fire in flight excluding fire following a crash. 

5. Coverage 3.—Wherever this designation is used, coverage applies whether 
the aircraft is on the ground or in flight. 

6. Fire Peril—This peril as used herein covers also the risk of Transporta- 
tion, as limited by policy definition. The term “Fire ex crash” means fire 
on the ground and fire in flight excluding fire following crash. 


B. Hull—Fire, transportation and theft 
No Deductible applies to fire or theft. 








Minimum Standard Maximum 
(a) Fire and transportation: Percent Percent Percent 
SE i cciracniarnaden one rath veut tuk coetk et . 25 0. 80-1. 20 3.00 
mx Geen... 5. ads wheast lia datidabica bend hint ORae abe - 25 1. 00-1. 50 3. 50 
1. 50 


RE} <b inn on ninid G4 054h seg Gidéee eine ie ste eniee +05 - 20- .30 | 





C. Hull rates—all risks basis 


Rates for annual Coverage—Single Engine Landplane aircraft. 

1. Normal Commerical Use— 

All aircraft to which the rates in this sub-section 1 are applicable shall be 
subject to a flat $50 (fifty dollar) deductible applying to any ground loss (fire 
and theft excepted) while the aircraft is not in motion, except as noted. 

The percentage deductibles set forth in sub-sections 1 (a), 1 (b) and 1 (c) 
shall be made applicable to any loss which occurs while an aircraft is in motion 
and shall be subject to the following dollar limits: 10% deductible minimum 
$100., maximum $1,000.; 5% deductible minimum $75., maximum $500.; 214% 
deductible minimum $50., maximum $250. For deductions not mentioned and 
less than 10% rates will be obtained by interpolation. 
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All risks basis 
GROUND NOT IN MOTION (COVERAGE 1) 


Basic rates 





ne 














Under 2,000 pounds Over 2,000 pounds 
Deductible except fire and theft (percent) | bn aera ase 

| Mini- | Maxi- | Mini- Maxi- 

; mum | Standard mum | mum | Standard) mum 

(per- j (percent) | (per- | (per- | (percent)) (per. 

| cent) | cent) | cent) | cent) 
era Bite be re er 
10 1.00 | 2.15-2.65 5.35 0.95 |1. 90-2. 30 | 4.60 
the | 1. 20 2. 45-3. 05 6.10 | 1.00 (2. 15-2. 65 5.35 
BES. sche ceed dads) AL cnt pb ekeises eo tereginy | 1.30 | 2.70-3.30 6. 60 1.15 |2. 35-2. 95 6.00 
01... | 1.40 | 2.95-3.65) 7.30 | 1,25 [2-55 3.15 6.30 

} ' 
NOT IN FLIGHT (COVERAGE 2) 
10_. 1.30 | 2.65-3.25 | 6.50 | 1.10 |2. 25-2. 75 5.50 
Meme dae edie eek. heii bul. Sees OS | 1,40 | 2.95-3.65 7.30 | 1.20 |2.45-3.05 | 6.10 
24 1.60 | 3.25-3.96 | 8.00 1,30 |2. 70-3. 60 7.2 
oe | 175] 3.50-4.30; 860 | 1. 40 fe 95-3.65| 7.30 
| 
GROUND AND AIR (COVERAGE 3) 

a Bln sole eS eee eee : re ae 
we. Be ke es pe ae 4.00 | 9. 00-11. 00 22. 00 2.90 (5. 85-7.15 | 15. 00 
akin ieeptccina cunaieiacienes 4.50 | 9.90-12.10 | 25.00 | 3.10 (6.30-7.70| 16.00 
tne eas ie ae areata 5.00 |10.80-13.20 | 27.00} 3.20 6.75-8.25| 17.00 
Paste Son CS eight ut suelo | 5.50 |11.70-14.30 | 29.00 | 3.60 |7. 20-8. 80 | 18.00 


| ' | ' i 





1 No deductible applicable for not-in-motion coverage. 
All 4- and 5-place aireraft not more than 8 years old take the ‘“‘over 2,000 pounds” rates. 


2. Private Business and Pleasure, Industrial Aid and Sales Demonstration 
(no charge made)—(Single Engine Lane Aircraft except those four place or 
larger aircraft not more than eight years old.) 

For purposes of sub-section 2 aircraft are divided into the following rating 
classes. 

Class A: All one, two and three place aircraft weighing under 2,000 lbs. gross. 

Class B: All aircraft weighing 2,000 lbs. gross or more except four and five 
place aircraft not more than eight years old. 

All aircraft to which the rates in this sub-section 2 are applicable shall be 
subject to a flat $50 (fifty dollar) deductible applying to any ground loss (fire 
and theft excepted) while the aircraft is not in motion, except as noted. 

The percentage deductibles set forth in sub-sections 2 (b) and 2 (c) shall be 
made applicable to any loss which occurs while an aircraft is in motion and 
shall be subject to the following dollar limits: 10 percent deductible minimum 
$100, maximum $1,000; 5 percent deductible minimum $75, maximum $500; 2% 
percent deductible minimum $50, maximum $250. For deductibles not mentioned 
and less than 10 percent, rates will be obtained by interpolation. 
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All risks basis 
GROUND NOT IN MOTION (COVERAGE 1) 




















Basic rates 
—— - 2 —— ] —— 
Class A Class B 
Deductible | | ia ee. te saan iy: le 
Mini- | Standard | Maxi- | Mini- | Standard| Maxi- 
mum | | mum mum mum 
Percent| Percent ended: Percent| Percent | Percent 
| ESSER SEReP eet Cems Shea | 0.80 | 1.75-2.15| 4.50] 0.75 |1.55-1.90 4.00 
| 























aa a 90 | 1.85-2. 25 | 4.50 80 h. 65-2, 05 4.10 
ME 5 choo. cnavemutnatncacekieteintascere 1.00 | 2.10-2.60} 5.20 .90 |1. 90-2. 30 4. 60 
SE cnceahntininnnn coepeihcan ben ccd eee NCTE 1.10 | 2.35-2.85| 5.70} 1.00 |2.10-2.60 5.20 
<4 thasihis ae eeetieel asks mueninienahe 1.20| 2.50-3.10| 6.20] 1.15 |2.30-2.30 5.60 
GROUND AND AIR (COVERAGE 3) 
ae EE es Prt ie . oae y | 3.00 | 6.30-7.70| 15.00| 2.70 \5.40-6.60| 13.20 
i neti icetneh id copidikh tiddubo new amstunifantd 3. 30 | 6.75-8.25 | 16.50 2.90 (e 85-7. 15 14. 30 
© Raha iemactia anal teenie ty meee 3.60 | 7.20-8.80| 18.00] 3.00 |6.30-7.70| 15.40 
one eee st alas deddenkanial 3.80 | 7.60-9.30| 18.60| 3.35 |6.75-8.25| 16.50 
| 











1 No deductible applicable for not-in-motion coverage. 


8. Private Business and Pleasure, Industrial Aid and Sales Demonstration (no 
charge made)—Single Engine Land Aircraft—four place or larger not more than 
eight years old, excluding operation by student pilots. 

All aircraft to which the rates in this sub-section 3 are applicable shall be 
subject to a flat $50 (fifty dollar) deductible applying to any ground loss (fire 
and theft excepted) while the aircraft is not in motion, except as noted. 

The percentage deductibles set forth in sub-sections 3 (b) and 8 (c) shall be 
made applicable to any loss which occurs while an aircraft is in motion and 
shall be subject to the following dollar limits: 10 percent deductible minimum 
$100., maximum $1,000.; 5 percent deductible minimum $75., maximum $500.; 
2% percent deductible minimum $50., maximum $250. For deductibles not 
mentioned and less than 10 percent, rates will be obtained by interpolation. 

All aircraft to which rates in sub-section 3 are applicable shall be made sub- 
ject to no depreciation, full premium insurance and strikes, riots coverage 
included. 

All risks basis 


+ROUND NOT IN MOTION ee RAGE 1) 

















mn | 
Deductible (percent) Minimum {| Standard | Maximum 
' | 2 
. or Tae 
Percent Percent Percent 
Ei 0. 50 1. 15-1. 75 








GROUND NOT IN FLIGHT (COVERAGE 2) 




















a ed se Na ts atin EEE toe 4 1 1. 75-2. 65 | 6 
ee Reecndaeieein ; ; cece ae . 80 1. 55-2. 35 5 
Betscs ‘i . .70 | 1, 35-2..05 | 4. 50 
10... ai : . 60 | 1. 15-1. 75 | 4 

| | 
GROUND AND AIR (COVERAGE 3) 
ER stones on aee names Colors tended ap ee eee ens eas | 1.60} 2,80-4. 20 8. 50 
OC SR OR ae Rae nt RR RS 1. 50 | 2. 70-4. 10 8.10 
i nena di cannes ta ae een A neha ena 1.40 2. 60-3. 90 7. 80 
a en re gS cre he EL cia 1.30 2. 40-3, 60 | 7. 50 


| z | | 
{ | | 


! No deductible applicable for not in motion coverage. 
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D. Hull rates, multi engine aircraft 

Multi Engine aircraft confined to Private Business and Pleasure, Industrial 
Aid and Sales Demonstration (no charge made) use classification(s) shall be 
rated as set forth below, all rates being annual rates: 

1. Rates shown in (a) and (b) apply only to the following makes and types: 


: 
: 
: 









Aero Commander Grumman Mallards 
Beechcraft 18 Types Lockheed Electra Types 
Beechcraft 50 Lockheed Lodestar Types 
Cessna 310 Piper Apache 

de Havilland Dove Twin Navion & Camair 
Douglas DC-3 Types Lear Star 

Douglas DC-4 Types 





Military versions of above types converted to civilian use. 
(a) All Risks Coverage No. 2. No deductible or depreciation. 







Percent 
Nee a pom ener enaneimerane nee 0. 
I 8 a I hc eentancnnnrrevininmenneninienseermmiimersee > . 50-1 
I ea a ae sicibuiceenseetanrrereneienmerien 4 






(b) All Risks Coverage No.3. No deductible or depreciation. 







Nee ee eT oie ach dnemn einen eaininanrenentnein ’ 
I eS oa swecrainaneabnehe 1-2 
Cee eunieaaenebadiengscumntventn cnppanmpensean 6 


The foregoing rates contemplate full premium insurance and Strikes Riots 
coverage and are subject to reduction of 10 cents if Strikes Riots coverage is 
excluded and a reduction of 10 cents if aircraft is made subject to a flight de 
ductible of $1,000. If full premium insurance is not applicable the rates in sub- 
section (a) are to be reduced by 2% cents and those under sub-section (b) by 
5 cents. 

2. Rates shown in (a) apply only Cessna T50 and UC78 

(a) For Coverage No. 1 and Coverage No. 2 use rates and deductibles as 
prescribed elsewhere in this schedule for single engine aircraft over 2000 
lbs. gross weight. 

(b) No standard rates are prescribed for Coverage No. 3 for this type air- 
eraft. Submit to Bureau for rating. 

3. All Other Types of Multi Engine Aircraft—No standard hull rates are pre- 
scribed for any type or design of military or civilian multi engine aircraft except 
those shown in paragraphs 1 and 2 above. Any such risks are to be submitted 
to the Bureau for rating. Note that rule F4, appearing on page H-6 of the 
Schedule of Rates prescribing a formula for rating Seaplane, Amphibians and 
Flying Boats, has no application to multi engine aircraft, but applies only to 
single engine aircraft. 

E. Delivery Flights 

The following are Standard rates for delivery flight risks or other risks where 
a single flight is insured. If any ground coverages (for less than a year) are 
insured before or after the specific insured flight, charge short rate of regular 
rate for applicable coverage in addition to the charge shown below. Rates con- 
template All Risks Ground and Air. Loading applies in usual manner. Mini- 
mum premium is $20. per aircraft. The Rates are: 




































Deductibles Distance Single Multi- 

engine engine 

Percent Minimum Percent Percent 
10__ par ees ccccrst 0b B00 WR ices ec ccwececacccctccascccans swtvand 0. 90-1. 10 0. 50-0, 70 
Each additional 500 miles (or fraction thereof)________- . 20- .30 .10- .D 

Os cet aa | sane lime only . sa : .--| 1.05-1. 25 59- .79 
Each additional 500 miles (or fraction thereof) _._.____- .24- .34 157-. 191 

a hue UU a eee Ee woccast 1 10-4.@ .65- 85 
| Each additional 500 miles (or fraction thereof) - . 26- . 36 . 167-. 0% 











—— —— = — een . — —_— 





Submit unusual risks for rate promulgation. 
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F. Specific rates and rules 


The following apply to all rates shown in paragraphs B, C, D, E and F 
above. 

1. Insurance to Value.—All rates shown require full insurance to value. Any 
risks where full insurance to value is not carried must be submitted for rate 
promulgation. 

2. Depreciation—Except where specifically hereinabove stated to the con- 
trary all hull rates contemplate pro rate of 12 percent annual depreciation. 

On conventional single engine aircraft, depreciation may be waived by in- 
creasing the premium % percent for each 1 percent of depreciation involved. 

3. Unhangared Aircraft.—The standard increase in the Standard rate for an 
unhangared aircraft is 1 percent. 

4. Seaplane, Amphibian or Flying Boat.—All rates shown above are for Land- 
planes. Where the aircraft insured is a seaplane, amphibian, or flyingboat the 
standard rate is to be increased : 

(a@) Ground risks—not in motion or not in flight—increase rate by 1% 
percent. Where the only flight risk insured is “fire in flight excluding fire 
following crash”, the 1144 percent increase applies. 

(bo) Ground and Air—when flight (crash) risks are insured, the standard 
basic rate is 125 percent of the standard rate shown for a landplane. 

5. Full named perils —Where full named perils are insured the standard rate 
to be used is the comparable All Risk rate less 44 percent. 

6. Students on Private Pleasure or Industrial Aid.—For student instruction 
on these classes charge the following additionals: 


1student | 2 students 








ceteiediailicsmsnnmiarteiercadenimniphicibonseanieneret acid ae — As 
(a) All risks basis, not in moetion_--_- 2 s23 + Ni. | Nil. 

(b) All risks basis, not in flight......_..____- Siecle 2 ..----| 0.25 percent___| 0.50 percent. 
(¢) All risks basis, ground and air... ___- a annailiaatg é ...| 0.50 percent - - -| 1 percent. 








7. Premium Insurance and Reinstatement Waiver. 
(a) Waiver of Reinstatement. A policy may stipulate that partial losses 
will be automatically reinstated without additional charge provided the 
insured has originally been charged an additional premium figured at 25% 
of the rate times the annual premium. 

(bv) Total Loss-Return of Unexpired Premium. A policy may stipulate 
that the company will return the pro rata unexpired premium from date of 
loss on any aircraft which becomes a total or constructive total loss provided 
the insured has originally been charged an additional premium figured 
at 25% of the rate times the annual premium. 

(c) Full Premium Insurance. For full premium insurance the charge 
shall be the sum of a and b. 

8. Additional Premiums on Losses-Reporting Forms.—In lieu of the ordinary 
provision that pro rata additional premium is charged in the event of partial 
loss and the full premium is earned on a total loss, a reporting form policy may 
provide that an additional premium, figured at half the policy rate times the 
amount of loss, is due and payable by the insured. Such additional premium is 
considered fully earned. 

9. Breach of Warranty.—Breach of warranty charge is 14% of the mortgage, 
lien, or encumbrance on the aircraft as of attachment date. 

10. Flight (Crash) Flying Hour Rates.—Where flight (or crash) risks are 
insured on an hourly reporting basis, the standard hourly rate will be determined 
by dividing the standard annual rate (for the flight risk only) by 200. 

11. Component Parts.—Where a policy is subject to a component parts schedule 
and the aggregate values of all components gives the same total as the amount 
of insurance, no loading is charged. 

12. Vendor’s Single Interest—Vendor’s Single Interest may be insured for 
ground and air risks at a charge of 10% of the original unpaid balance in a 
case where the balance is payable in 12 equal monthly installments. If the num- 
ber of equal monthly installments exceeds 12 months, use the following formula: 


Actual Number of Installments x 10% =rate 
12 
Multiply the resulting rate by the original unpaid balance to arrive at pre- 
mium. Where the number of equal monthly installments is less than 12, charge 
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short rate. Where installments are not equal monthly payments, submit to the 
Bureau. 

13. Strikes and Riots —When the exclusion relating to strikes, riots and civil 
commotion is deleted, the basic rate (either ground only or ground and air cover- 
age) is increased .15% Single Engine Aircraft and .10% on Multi-Engine Aircraft 
on Pleasure and Industrial Aid Risks. Commercial risks are to be submitted to 
the Bureau. 

14. Fire Ex-Crash.—Fire in flight excluding fire following crash can be added 
to any policy insuring fire or fire and other ground coverages by increasing the 
basic rate by 4%. 


SECTION 111—AIRCRAFT LIABILITY PREMIUMS—CONVENTIONAL AIRCRAFT 


Premiums shown are for annual coverage both Single Engine and Multi-Engine. 


| 
| Basic premiums 


aegis 


| | 
|Min-| Standard | Max- 
jimum) jimum 


Use classification Coverage and basic limits 





aid. $5,000/10,000. 


2. Property damage, $5,000 9.5- 1! 30 


———d 


A. Private pleasure and industrial | 1. Bodily injury excluding passengers $8-$12 $24 
' 
| 








3. Passenger bodily injury 


Number passengers, 
top limit 1 passenger, 


2 passengers, 3 passengers, 4 passengers, | Each addi- 
$5,000 


| 
$10,000 $15,000 $20,000 | tional, add 
| $5,000 


Minimum 
ans dnp iecunwen 
Maximum 


$15 $19 | 
$30- 37 $39- 48 | 
74 


| 
| 
| 
| 


Basic premiums 


Min- Standard Max- 
imum) imum 


Use classification Coverage and basic limits 





B. Normal commercial -_-..-.....-.-- . Annual premiums bodily injury ex- $6 $12-$15 $30 
cluding passengers $5,000/10,000. | | 
2. Property damage, $5,000_.......----| 7) 15- 19 40 


Basic rates per aircraft-hour 
(cents) 


| 
Min- Standard Max- 
imum imum 


3. Reporting form rates: 
Bodily injury excluding pas- | 1.5 | 
sengers $5,000/10,000. | 
Property damage, $5,000___...-- / 1.5) 


4, Flat annual, passenger bodily injury 


Number passengers, | 
top limit 1 passenger, 2 passengers, | 3 passengers, | 4 passengers, | Each addi- 
$5,000 $10,000 $15,000 $20,000 tional, add 
| $5,000 


Minimum $28 $50 | $70 | 
Standard $56- 69 $102-124 | $141-173 
Maximum 138 248 346 | 
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SECTION 111—AIRCRAFT LIABILITY PREMIUMS—CONVENTIONAL AIRCRAFT—continued 





5. Reporting form rates, passenger bodily injury—Basic rates per aircraft-hour 





1 passenger, 2 passengers, 3 passengers, | 4 passengers, Each addi- 
$5,000 $10,000 $15,000 $20,000 tional, add 
$5,000 
Eee ctacesemanse $0. 07 $0. 13 $0. 18 $0. 22 $0. 03 
ac hccecrenaenianl $0.15- .18 $0.27- .33 $0.37- .46 $0.45- .55 $0.075- .095 
NS - 36 . 66 - 92 1.10 . 20 











0. Restricted passenger liability premiums 
1. Flat Annual Premium per Aircraft.— 


(a) The following premiums are to be used when the use is limited com: 
mercial (no passenger for hire) and not more than two aircraft are cov- 
ered for the same insured. (Where permission for passenger carrying for 
hire is permitted on a risk consisting of one or two aircraft, the premiums 
for Normal Commercial as set forth in Paragraph B4 are to be used. 

(b) On Fixed Base Operator Fleets (Less than 10 percent Passengers for 
Hire), the following premiums apply when passenger carrying for hire is 
permitted under the policy. Such premiums must apply to all aircraft in- 


sured for the operator, except as provided in Section IV and except as pro- 
vided in (d) below. 


1 passenger | 2 passengers | 3 passengers | 4 passengers | Each addi- 














OS 70 | 104 130 


Number passengers top limit $5,000 $10,000 $15,000 $20,000 | tional add 
| $5,000 
— 
idan eineninnjerpniemeetniihrine] ce —|—— ee Oe | | z 
Minimum. .._. nes ial eiasn bbe $14 $21 $25 | 32 | $5 
Standard a $28- 35 | $42. 50- 52 | $53- 65 | $65- 80 | $11- 14 
160 | 28 


(c) If a Fixed Base Operator Fleet is insured on a basis of Limited Com- 
mercial Use (excludes passengers for hire), the standard premium for the 
risk must first be determined as prescribed in (0) above; such premium is 
then to be reduced by 10 percent. 

(d) A Fixed Base Fleet operator can elect to insure only certain desig- 
nated aircraft for passenger carrying for hire. The premiums for such air- 
craft as are insured for Limited Commercial Use (Excluding passengers for 
hire) are then calculated as prescribed in (c) above; the premium for each 
aircraft covered on a basis of carrying fare paying passengers is as set forth 
in Paragraph B4 on Page L-2. 

. Reporting Form Rates— 

(a) On Fixed Base Operator Fleets (less than 10 percent Passengers for 
hire) the following rates apply when passenger carrying for hire is permitted 
under the policy. Such rates must apply to all aircraft insured for the 
operator, except as provided in Section IV and except as provided in (c) 
below. 


to 


Basic rates per aircraft-hour (cents) 


L ad acai aiipeenenn oie 


| | | 
2 passenger | 3 p»ssenger | 4 p»ssenger | 5 p»ssenger | Eech addi- 











1 passenger 
Number passenger top limit $5, 000 $10,000 $15,000 $20,000 | $25,C00 tional add 
| | $5, 000 
| a | ee a | ae : . Pe a? 
| 
NN Fo a cae 3 | 5 | 7 3 | 10 1 
EE, cc eg : 7. 5-9.3 11. 3-14 | 14-17 | 17-21 | 20-25 2. 9-3. 6 
Maximum_____- CS ee 19 | 28 | 34 | 42 | 50 7.2 
| 
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(>) If a Fixed Base Operator Fleet is insured on a basis of Limited Com- 
mercial Use (excludes passengers for hire), the standard rates for the risk 
must first be determined as prescribed in (a) above; such rates are then 
to be reduced by 10 percent. 

(c) A Fixed Base Fleet Operator can elect to insure only certain desig- 
nated aircraft for passenger carrying for hire. The rates for such aircraft 
as are insured for Limited Commercial Use (excluding passengers for hire) 
are then determined as set forth in (b) above. The rates for each aircraft 
covered on a basis of carrying fare paying passengers is as set forth in 
Paragraph B5 on Page L-2. 


D. Rules 


1. Increased Limits—Standard premiums for increased limits are obtained 
by multiplying the basic premium by the increased limit factor shown on ap- 
plicable table. 

(a) Bodily Injury Excluding Passengers 

1. Private Pleasure and Industrial Aid-Table A 
2. Normal Commercial and Limit Commercial and all other use classi- 
fications—Table B 

(b) Property Damage for all use classifications—Table C 

(c) Passenger Bodily Injury for all use classifications—Table D. 

2. Guest Voluntary Settlement.— 

(a) Previous filings by member companies referred to this coverage as 
admitted Liability. Standard rate applies only to risks of Private Pleasure 
and Industrial Aid Classes. 

(b) Guest Voluntary Settlement Rates per $1,000. Death and Dismember- 


| Minimum Standard Maximum 


E 





ids eneremilinnhinpeiemminn teal pam $1 $14 
12 


.00 $2. 50-$4. 00 
Multiengine 50 1.00- 2.25 | 


r 
| 





(c) If the Legal Passenger Bodily Injury limits exceed the Guest Volun- 
tary limits, the charge for the legal coverage is the full difference between 
the premium for legal limits equal to the Guest Voluntary limits and the 
premium for the total maximum legal limits covered. 

(d) Passenger Guest Voluntary coverage may include weekly indemnity. 
The charge for each $5.00 Weekly Indemnity (payable for 52 weeks) is 10 
percent of the charge for $1,000. Death and Dismemberment coverage. 
Hence the standard charge for $5.00 Weekly Indemnity (payable for 52 
weeks) is 10 percent of the standard Death and Dismemberment rates. For 
100 weeks increase rate so obtained, by 10 percent and for 200 weeks, 20 
percent. 

3. Medical Payments.—Available only when passenger bodily injury legal lia- 
bility coverage is carried in the same company. The following premiums apply 
to private pleasure and industrial aid classes: 


Basic premiums 


Pilot seat (if included) Each passenger seat 
Limit per person sabia 


Minimum | Standard Sle Minimum | Standard | Maximum 








4. Student and Rentor Pilots Included as Additional Insureds—Where a 
commercial risk is extended to include student or rentor pilots as additional in- 
sureds, the standard premium (or rate on reporting form policy) is to be in- 
creased by 10%. 





.— 
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5. Delivery Flight Premiums.—The following are standard per aircraft pre- 


miums for single and multi-engine delivery flight or other single flight coverage. 
Minimum premium $10. per aircraft: 





Basic limits Standard 








premium 
Bodily injury (excluding passengers) - -_-_..____-- ieee acta aed snevineele $5, 000-$10, 000 $4. 27-$5. 23 
GE GUNG So. oc ec ewscecesereneh paibisl pc retiebé Sesh thutkwonccene 5, 000 5. 04- 6.16 





Risks covering Passenger liability or unusual risks to be submitted for rate 
promulgation. 


6. Non-Ownership Policies. 


(a) Specified Aircraft. When a non-ownership policy is issued to cover 
only with respect to specified aircraft, the risk is subject to the full premiums 
(or rates) and rules applicable to owned aircraft. 

(b) Specified Pilots. When a non-ownership policy is restricted to speci- 
fied pilot (s), the standard charge is an annual premium for each pilot named 
in the policy, the passenger liability premium being that for an aircraft of 
the greatest passenger capacity covered by the policy. 

(c) Blanket Coverage. When written with owned aircraft coverage, 
where no specifically known exposure charge 25 percent of one annual 
premium, otherwise submit for rating. 

(d) Variation. Where any non-ownership risk has unusual features, the 
full facts shall be submitted to the Bureau. 


7. Additional Named Insureds. The standard additional charge including ad- 
ditional named insured(s) shall be 


No. of additional insureds: Additional premium 


RL ET ESS OE ee OR Re Sr 10 percent of premium 
sic cneinseiaih tn sdesiaen-ahimacniate dees ddcametiaib iis ine -nddis bbe ahaaeeies aaa 20 percent of premium 
3 or more 


Sata eects ca Nall eee eet to iain le pees a 25 percent of premium 

No additional charge shal! be made for an additional named insured when such 
additional insured is: 

(a) Member of Insured’s immediate family 

(6) A firm affiliated with the insured firm 

(c) An executive officer of an insured corporation 

(d) Where the legal exposure of the additional insured is indivisible from 
that of the named insured. 

8. Baggage Liability Required by Law. On any Fixed Base Operator’s policy 
containing an endorsement, required by a State Commission, Bureau or Depart- 
ment, which specifies that the Property Damage Coverage is extended to cover the 
baggage of passengers, there shall be charged an additional premium for $5,000. 
Baggage coverage figured at rates shown below : 


(a) On Flat annual policies, the additional premium per aircraft shall be: 


SRG I ccs savin besser occ tains aaeeeine amet aoa apaiateie canadien eaemeee $6. 25 
Si NI TO i cc rsinciescieigsin lla eibbaltahiad Saleh terete Alprealglld AMALIE cohbeat ence 9.38 
I MT UN sp icsca oneness at tne a a ah tes Laeteneiaceieiaieiatn 11. 88 
eI RUDIRIIE.. 5. ......<. scinarqsistchaettnginieidiiaemenbinedieebedina lalate Geigiontnates 14. 38 
ana CPR ORONO) ME a tahchicks Sninccernstecnic acelin it bende nd SE asain eeetia ins 2. 50 


(b) On Reporting form policies, increase the property damage per aircraft 
hourly rate by the amount shown : 


Cents 
ie erat i os ec pe ik BE i ate oss te en aencanen 1.7 
Nae ee he onda ec neta 2.6 
i NN I a cae ch cag meeenslb copa ena ean meta Aagaliendal i 3.2 
Ie ON ON eh SS a a ee as ae a dak de ce wacblalinlngee 3.9 
Each additional seat 7 


Note that although the charge is based on the number of seats, the baggage 
coverage is included under the property damage insuring section. Therefore it 
is the property damage premium or rate which is increased. If higher limits 
apply to Baggage coverage use the Property Damage increased limit table. 
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9. Medical Payments—Employee(s) on Company Business.— 

The following endorsement may be added to a policy by increasing the medica} 
payments premium by 10 percent: “It is agreed that the insurance afforded under 
Coverage D—Medical Payments of Insuring Agreements of this policy shall apply 
with respect to employees of the Insured but shall be payable only in the amount 
in excess of the maximum limit of the Insured’s liability under any Workmen's 
Compensation or Occupational Disease act, plan or law and then subject to the 
Insurer’s limits of liability stated under Item 3D of Declarations of this policy.” 


INCREASED LIMITS 


TaBLeE A.—Public liability—Lower limit 


| 
90 | 100) 125 1501 20012501300 400) 500 600|700 7501800 


bodasl bral cbas| 
ry 
| bond 
| 


Upper s | 10| 15| 20| | 
limit oJ | | 


6S aid 
15_...|110 120/124) | 
| 
80_ . ..|150|155 158) 161/164) 169 174/179 181)185/188| | 
90... -|153)158 161|164|168|174 178/181|185|188 189 190| 
100 _ - . . |156| 162, 166) 169,173) 177 | 180|184| 187 | 189' 190|191|192| 


20....|118 125)183 140) | 
125_ _ - .|159) 165 169’ 173) 176|180 183/186)188,190 192)193 194/196) 


PARR H&S 


25. . ..}124 132,138 144/148 

30-- . 129 136)142 146 151/155) 

40... .|134 142)145/148 153) 157)162! 

50. .-.|138 145/148 152 156 160/164) 167| 

60... -.|142 148 153) 155) 158 162,166 171/176 
70....|146 152 155/158 161/165/170|174'178 182 


| 
| 
| 





' 
| 
| 
| 
i 
| gg 
150_ - --|162, 167/172, 175) 179) 182 185) 188/190 192 194 195|198 199 200) | 
200. . . -|164| 170) 174, 178) 181)184|187|189)192)194 196) 198; 199 204 206) 208 | | | 
250_ _ ..|166 175\177)180| 183|187)189 191/194|197 199 201/202 206 209 214 216 | 
300-_ ...|168 179)183| 185 188/190 193 195|197|199 201 203 204,208 212 220 228 236 
400 _ . ..|180 191/195) 197 200 202,205 | 207/209) 211 212 213,216 220 224/232 240 248 252 | i 
500_ _ ..}192 203'207/209 212) 214/217/219 221/223 224 225/228 232 236 244 252 260 264/268 | | 
600. . -.|203 214 217}219 222/224 | 227 229 231 233 234 235/238 242 246 254 262 270 276 280 284 
700. . .-/213 221, 225)|227 230) 232| 235/237 239 241/242 243 246/250 254 262 270 276 286 292 296 300! 
750 _ . ..'218 225 228/230) 233/235/238 240 242 244 245 247 250 254 257 265/272 278 289 296 302 306 308 
800 . . . . |222, 227) 231/233 236\238 241 | 243 245 247 248 249 252 256 260 267|274, 279 291 300 308 314 315 326 
900. . . .|227|231/235/ 237 240)242,245 | 247/249 251 252,253 256 259 262 269 275 281 293 304 316 326 327 328 332 
1, 000. _ - . |234/ 237) 240' 242 244) 246) 248) 250/252, 254 255/256, 258, 261 | 264 | 270 276, 282,294 306 318 330 333 336 a 342 
| i | | | | | ! \ | | | 














' 


TABLE B.—Public liability—Lower limit 


| 
5 | 10 


| | ! 
ie Ll | 
Upper 15 20 | 25| 30 | 40 | 50 60 | 70 | 80 | 90 |100) 125) 150' 200) 250'300| 400' 500 600 700)7 
limit Be , ee oes 
| | } | | 
| 


15______}116, 128) 137) } 

20. . ...}131)138) 145/155) 

25 ~~ |138) 145) 152) 159/163 

30__ ...|145)152) 158) 163) 168) 174 

40... ..|150)157| 162) 166)171 176/183 

50__ ...|155/162)166/170/175 184/188) 190 

60 _ _ . ..|162|174/ 179) 182) 185, 188) 192/195 198 
70__ ...|166'178/183/ 186/189! 192/196! 199 202/204) 


| 

bith bail atal 

10...../100/116| | mB ried } | | | 
| | 

' 


| 


80 
90 


100... 
ee... 
150... - 
200. . 


_ ._..|169) 181/186) 189) 192) 195) 199|202)205, 208210 


Boe 


. . --|171|183/188)191|194)197|201 
.|174|186/ 191/194) 197|200)204 
-|181}193)198/ 201/204! 207/211 

. =| 188) 200) 205) 208)211| 214/218 

--|201| 213} 218/221 |224' 227/231 


204 | 207 
207/210 
214/217 
221 | 22 
234 | 237 


210/213 215 
213/ 216/218! 220 
220) 223} 225 227 |232 


227 | 230 232 234/241 244 


240 | 243/245 247/254 259 265 


250 _ - 
300 .|218 
400 


- - -|208|220/225}228}231|234 
225|230| 233/236 239 
267|274/280|285 289 


238 241 
243/246 
295 302 


244|247|250'252\ 254 | 261/266 272) 282! 
249) 252/255 | 257 | 259 ' 266271 |277 | 287/204 
309 316/323 330 335 342 347 353 363/370 386 


500 _ . . . .|333)/341|348!354|359 363/370) 377 384 391|397 404/409 416 421/427 437/446 452/457 | | 

600 is |405)/413/420 426/431/435/442\449 456 463/470 477|482'489 494) 500/510) 519 535/540)545 | | | 

BU cc-scansil 478/486 493/499 504 508/515/522 529 536/543 550/555 562 567/573 583) 590/606'611/615 620 | 

750__...|516/524/531 |537|542 546/553 560| 567 574/581 |587|592)599 604/610/620/627|643 648 652 657/660) Lod 

}551 |559| 566 | 572/577 581/588 595'602 609/616 623/628 635 640/646}656 663/679 684/688 693 696/698 

1624/632|639/645/650 654/661 668 675 682/689 696/701|708,713|719|729|736|752' 757|761/765| 767 |769)|773 

1,000. .-.- \697 ees sia a 727'734\741 748 755\762|769|774 — 792 802,809) 825/830 834/838 840 ae ica 850 
| Pe a ‘Ge oh shes Gee ie | 
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B. Single limit liability premium tables 
1. Private business and pleasure and industrial aid: 
b | Including passenger liability 
Without passenger liability |- eg 
Limit | 1 seat 2 seats 
7 l l 
Mini-| Standard |Maxi-|Mini-| Standard |Maxi-\Mini-| Standard |Maxi- 
‘mum | mum | mum mum | mcm | mum 
a f 
$5,000.......---- | $7 | $14.40-¢17.60| $40 | $14 | $29.25-$35.75 | $75| $18| $36.45-$44.55| $90 
$10,000_....-- 8 | 17.55- 21.45 45 18 37. 80— 46. 20 95 23 7. 70- 58.30 120 
Rene. 10 20. 25- 24. 75 50 21 43. 65- 53.35 110 27 | §4.90- 67.10 125 
cate eenm ll 22. 50- 27. 50 55 23 46. 80— 57. 20 115 29 59. 40—- 72. 60 145 
Possess 12 23. 40- 28. 60 60 24 48. 60- 59. 40 120 30 | 61.20- 74.80 150 
nae 12 | 24.75- 30 25 60 25 50. 85- 62.15 125 31 |} 63.90- 78.10 160 
Sl vcdiewecans an 25. 65- 31.35 65 26 52. 65- 64. 35 130 32 65. 70- 80. 30 165 
$50,000......---- | 13] 27.00- 33.00} 70| 27 54.00- 66.00 | 135] 33] 67. 50- 82.50 165 
e..---<0 14 29. 70- 36. 30 75 28 57. 60- 70. 40 1445; 35] 71. 55- 87.45 170 
$100.000_.......- 15 31. 05- 37.95 80 29 59. 40- 72. 60 150 36 | 73. 35- 89. 65 130 
| | | | | 
Including passenger liability 
Limit | 3 seats 4 seats Each additional seat 
j j ears ] -_ 
Mini-| Standard | Maxi-|Mini- Standard | Maxi-|Mini-| Standard | Maxie 
mum | aa | ee | mum mur | ieee 
wi oud + i | 5 | 
SE Meccnecanes | $21 | $42.30-$51.70 | $105 | $24 | $48. 60-$59. 40 |} $120; $2 | $4. 50-$5.50 | $11 
a |} 25 j 56. 25- 68.75 140 31 | 63.90- 78.10 | 160 | 2 5.85- 7.15 15 
tan ccas 32 64. 35- 78.65 160 36 73. 35- 89. 65 180 3 | 5. O8— 7.! 53 16 
$20,000. ......... | 34] 68.85- 84.15 170 39 78. 75- 96. 25 195 3 | 7.43- 9.08 19 
a |} 35 71. 55- 87. 45 175 40 81.45- 99.55 | 200 | 3 7.65- 9.35 19 
itn decod 37 74. 70- 91. 30 185 42 | 85.05-103.95 | 210 3 | 7. 88— 9.63 20 
ae 38 | 76.50- 93.50 | 190 43 | 87.30-106.70 | 215 | 4 8. 10- 9.90 20 
$50,000.-........ 39 | 78.30- 95.70 195 44 89. 55-109.45 | 220 4 | 8. 33-10. 18 | 21 
ea 41 | 82. 35-100. 65 205; 46 93. 60-114.40 | 230 4 8. 55-10. 45 | 21 
$100,000__....... 42 | 84. 60-103. 40 210 47 95. 85-117.15 | 235 | a 8. 78-10. 73 22 
| | | | | | 
2. Limited commercial : 
| Including passenger liability 
| Without passenger liability 
Limit 1 seat | 2 seats 
7 ot | | | 
iMini-| Standard |Maxi-| Mini- Standard IM axi- Iai ini-| Standard /Maxi- 
mum } mum | mum mum |} mum | mum 
— — ee | — —— ) — | ——__—_ 
| | | f | 
$5,000_ _- --| $10 $21. 15-$25.85 | $52 $21 $42. 30-$51. 70 | $104 $26 | $53. 10-$64.90 | $130 
$10,000__. |} 12] 25.65- 31.35} 63 27 54. 90- 67.10 | 135 34] 69.30- 84.70] 170 
$15,000____- wail 15 | 31.50 38.50 77 32 | 64. 80- 79. 20 159 40) 81. 45- 99.55 | 200 
$20,000_.........| 17] 34.20 41.80 84 34 69. 30- 84.70 | 170 43) 86.85-106.15| 213 
$25,000. __- inp 17 | 35.55 43.45 | 87 36 72. 00- 88. 00 176 45 | 90.00-110.00 | 220 
$30,000... ...__- 18 37.80- 46.20 | 93 37 | 75.15- 91.85) 184) 46) 93.60-114.40 | 229 
$40,000. ___ 20 | 40.05- 48.95 | 98 39 | 78.30- 95.70} 192] 48 97.20-118.80 | 258 
$50,000..........| 21 42.30- 51.70 | 104] 40| 81.45- 99.55 | 200} 50| 100.80-123.20| 147 
$75,000 Ye 45.45- 55.55} 112 42 85.50-104.50 | 209| 52 105. 30-128. 70 258 
$100,000.........}| 23 47.70-— 58. 30 117 44 88.20-107.80 | 216, 54) 108. 45-132. 55 266 
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2. Limited commercial—Continued 
























































Including passenger liability 
: 

Limit 3 seats 4 seats | Each additional seat 
Mini-| Standard /Maxi-|Mini- -| Standard Inanxs Mini-| Standard Maxi- 
mum | | mum mum | lana mum | mum 

— a ——— 
$5,000.....__....| $30 | $61. 65-$75.35 | $151 | $35 | $70. 20-$85.80 | $172 | $3 |  $6.30-$7.70| $15 
$10,000.......---; 40 | 80.55 98.45 | 197 | 46 92. 70-113. 30 | 227 | 4} 8. 55-10. 45 | 21 
$15,000_____- ---| 47 | 94.95-116.05 | 233; & 108. 45-132. 55 | 266 | 5 10. 13-12. 38 | 25 
$20,000_-_... ; & 101. 25-123.75 | 148 | 57 115. 20-140. 80 | 282 | 5 | 10. 58-12. 96 } 26 
$25,000_......... | §2! 104.40-127.60 | 256| 59 119. 25-145. 75 292 5 | 10. 80-13. 20 7 
$30,000_____._- -| 54 108.45-132.55 | 266) 61 123. 30-150. 3 302 | 5 | 11. 03-13. 48 a 
SE. ng-ncduonn 56 | 112. 50-137.50 | 275 63 127. 35-155. 6£ 312 5 | 11. 25-13. 75 | R 
$50,000_____. oa 58 | 116.55-142.45 | 285 | 65 131. 85-161. 1 iB 323 | 5 | 11. 70-14. 30 o| 20 

75,000..........| 60 | 121.05-147.95 | 296 | 68 136. 80-167. 20 335| 5] 11.93-14.5 30 
$100,000. _....--- 62 | 124.20-151.80 304 | 70 140. 40-171. 60 | 344 6 12. 15-14. 85 | 30 
3. Normal commercial: 
| Including passenger liability 
| Without passenger liability | 4 alle 

Limit =| 1 seat | 2 seats 
|Mini-| Standard Maxi-|Mini-| Standard | Maxi-|Mini- Standard Maxi- 
mum | | mum | mum | mum mum | mum 

| | i 

—' | | | |__| —_—— -—,-— 

| 
C5000... 5 chin $10 | $21. 15-$25. 85 $52 | $31 $63. 45-$77. 55 | $156 | $42 | $85.05-$103.95 | $208 
SER 00.. cnticoians | 12 | 25.65-.31.35 | 63) 41) 83.70-102.30 | 205 | 56) 112.95- 138.05 7 
$15,000_......... 15 | 31. 50- 38. 50 77.| 49 98. 10-119.90 | 240 - 131.85- 161.15 | 3% 
$20,000__.....-- 17 34.20- 41.80} 84/ 52 104. 40-127. 60 256 | | 189.95- 171.05 | 343 
$25,000__._......] 17 | 35.55- 43.45; 87/ 54 108. 00-132. 00 264 | 7 144.45- 176.55 | 364 
Rc acksainn 18 37.80- 46.20, 93 55 116. 60-136.40 | 273 74 | 148.95- 182.05 | 365 
$40,000... ...... 20 | 40.45- 48.95} 98 | 58| 116.10-141.90| 284 | 77 | 154.35- 188.65 | 378 
$50,000... ...... | 21] 42.30- 51.70} 104 | 60] 120.15-146.85 | 294) 79] 158.85- 194.15 | 389 
$75,000__......- | 22) 45.45- 55.55; 112! 62 125. 55-153.45 | 307 82 | 165. 15- 201.85 404 
RS |} 23) 47.70- 58.30 | 117 | 64 128. 70-157.30 | 315 s4 168. 75- 206. 25 413 

ee passenger liability 

Limit | 3 seats 4 seats Each additional seat 
oo ae ny ee EEE a — Ee 
|Mini-| Standard |Maxi- Imini| Standard |Maxi- Mini-| Standard Maxi- 
mum | | mum | mum | } mum | mum mum 

waist = aia acenkdiel cl teeth Eastside abicindgeag aia 
$5,000 ———— $51 $102. 15-$124. 85 | $250 $59 Is119. 25-$145.75 | $292 | $6 $12. 83-$15.68 | $32 
I siictiteccninietens 67 | 135. 90- 166. 10 333 | 79 | 158. 85- 194.15 389 s 17 33- 21.18 45, 
SR os namene 79 | 158.40- 193.60 | 388 | 92 | 185.40— 226.60 454 10 20. 03- 24. 48 | 49 
a | 84 | 168. 30- 205. 70 412 | 98 | 196.20- 239.80 | 480 10 21. 15- 25. 85 52 
OO oo nceuen 86 173. 25- 211.75 | 424 101 | 202. 50- 247.50 | 495 10 21. 83- 26.68 | 533 
i cncemevee 89 | 178.65- 218.35 | 437 104 208. 35- 254. 65 510 1] 22. 28- 27.23 | 55 
$40,000_......_.- | 92 | 184 95- 266.05 | 453 | 107 | 215. 55- 263.45 | 427 ll 22. 95- 28.05 | iv 
is 94 | 189. 90- 232. 10 465 110 | 220. 95- 270.05 541 11 23. 40— 28. 60 bd 
ee 98 | 197. 10- 240.90 482 | 114 | 229. 65- 279.95 560 11 23. 85- 29.15 59 


$100,000_........ | 100 | | 201. 15- 245. 85 | 492 | 116 233. 55- 285.45 | 571 12 24. 30— 29. 70 | 60 
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4. Private business and pleasure and industrial aid—Single limits in excess 




































































of $100,000. 
| | 
ae Without passenger liability | Including passenger liability—1 seat 
imi |_ a sie oa panitaceeiod 
| | | | | 
Minimum | Standard Maximum | Minimum Standard I Aaximum 
— —-—— — —— = —-|—- | — —_ 
| | 
$250,000 Sne $20 | $40. 50-$49. 50 | $99 | $35 | 7 1. 10-$86. 90 | $174 
— 29 | 58. 50- 71.50 | 143 | 46 | — 93. 60-114. 40 | 229 
$1,000,000 __._-_--_-- 44 | 88. 20-107. 80 | 216 66 | 133. 20-162. 80 | 326 
$2,000,000 - -._..--- 71 | 143. 10-174. 90 350 99 | 198. 90-243. 10 | 487 
$3,000,000 -.__..__-- 88 | 176. 40-215. 60 | 432 119 | 238. 50-291. 50 | 583 
$4,000,000... ------.- 103 | 207. 00-253. 00 | 506 136 | 272. 70-333. 30 | 7 
$5,000,000... ...------_| 118 | 287. 60-290. 40 | 581 153 | 306.00-374. 00 | 748 
$6,000,000. - -- bunt 131 262. 80-321. 20 | 643 | 166 | 333. 90-408. 10 | 817 
$7,000,000 _ __ wn) 144 | 288. 90-353. 20 | 707 | 181 | 363. 60-444. 40 | 839 
§,000,000. . ..-- + 156 | 312. 30-381. 70 | 764 | 194 | 389. 70-476. 30 | 953 
$0,000,000 _ -..-..------} 167 | 335. 70-410. 30 821 | 208 416. 70-509. 30 | 1,019 
$10,000,000 __ ._ _- 179 | 359. 10-438. 90 | 878 | 221 | 442. 80-541. 20 | 1, 083 
} | 
Including passenger liability 
1$25,000,000, UL agode broil bebbpiaioniiWel nus ||| 
2 seats 3 seats 
Limit a aa eh = aa ; 
| 
| Minimum Standard Maximum | Minimum | Standard | Maximum 
'.anepeans ipso ae lca a wilehlail x a 
$250,000 y | $43 | $87. 30-$106. 70 $213 $49 | $09. 00-$121. 00 | $242 
$500,000 rE ---| 55 | 111. 60- 136. 40 273 63 | 126.00- 154.00 | 308 
OS EES 77 | 154. 80— 189. 20 379 86 | 172. 80- 211.20 | 423 
$2,000,000 -  - = 113 | 227. 70- 278. 30 | 557 | 125 | 250. 20- 305. 80 611 
a | 135 | 270.00— 330. 00 660 147 | 295. 20- 360. 80 721 
$4,000,000 _ - - 152 | 304. 20— 371. 80 | 744 165 331. 20— 404. 80 810 
$5,000,000 | 170 | 340. 20— 415. 80 | 831 | 183 | 367. 20— 448. 80 898 
$6,000,000_- ._-.-- 184 | 369. 90- 452.10 | 905 | 199 | 398. 70- 487. 30 975 
$7,000,000 200 | 400. 50— 489. 50 79 215 | 430. 20- 525. 80 1, 052 
$8,000,000 - . . ¥ | 214 | 428. 40- 523. 60 | 1, 048 229 | 459. 00- 561.00 1, 122 
$9,000,000 a -| 228 | 458. 30- 557.70 | 1, 116 243 | 487. 80— 596.20 | 1,193 
$10,000,000 242 | 484. 20- 591.80 | 1, 184 | 258 | 517. 50- 632. 50 1, 265 
i ! 1 
———— —- —== SS = === 
| Including passenger liability 
4 seats 5 seats 
Limit Ee neat ae thd + ssa alae mena esiedacheags somal 
| | | 
Minimum Standard Maximum | Minimum Standard | Maximum 
etd res ee "7 -——_-_—_—__ ——_ a -—- <= ——-—— $3 $$$ | —— — 
$250,000_ —— $55 |$111. 60-$136. 40 | $273 | $62 si2s. 10-$152. 90 | $306 
$500,000_______- | 69 139. 50- 170. 50 341 76 | 153. 90- 188. 10 376 
$1,000,000 _ _. | 95 | 190. 80- 233. 00 466 | 104 | 208. 80— 255. 20 511 
$2,000,000 _ _ _ - | 136 | 272. 70— 333. 30 | 667 147 | 295. 20— 360. 80 722 
SR ac cirideinicsni 159 | 319. 50-— 390. 50 781 | 172 344. 70— 421. 30 843 
$4,000,000. _ 4 178 | 357. 30- 436.70 | 874 191 | 383. 40— 468. 60 938 
$5,000,000 _ 197 | 394. 20- 481.80 | 964 | 211 422.10— 515. 90 1, 032 
ES oa cc ceccscul 213 | 426. 60- 521. 40 | 1, 043 | 227 455. 40- 556. 60 1,114 
Ue 229 | 459. 90- 562.10 | 1,125 244 | 489. 60-— 598. 40 | 1, 197 
$8,009,000. ._- 244 | 489. 60- 598. 40 1, 197 260 | 531. 10— 636. 90 1, 274 
$9,000,000 _ 260 | 520. 20- 635. 80 | 1, 272 276 | 552. 60— 675. 40 1, 351 
$10,000,000 os 275 | 550. 80— 673. 20 | 1, 347 | 292 584. 10- 713. 90 1, 428 
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4. Private business and pleasure and industrial aid—Single limits in excess 



































of $100,000—Continued 
a -—4 
Including passenger liability 
Limit 6 seats Each additional seat 
Minimum Standard Maximum | Minimum Standard Maximum 

ee $67 |$135. 90-$166. 10 $333 $3 $6. 30-$7. 70 $16 
IR one cchensgawadl 84 | 168. 30- 205. 70 412 3 7. 20— 8. 80 18 
$1,000,000__._.___-____ 112 | 225. 90- 276. 10 553 4 9. 00-11. 00 2 
Geen... book 158 | 317. 70— 388. 30 777 5 | 11. 70-14. 30 29 
SED. nbn doe oe 184 | 369. 90— 452. 10 905 6 12. 60-15. 40 31 
$4,000,000_......______ 204 | 409. 50- 500. 50 1, 001 6 13. 50-16. 50 33 
$5,000,000 ......._.____ 224 | 449. 10—- 548. 90 1, 098 7 14. 40-17. 60 36 
$6,000,000. ........___- 242 | 484. 20- 591. 80 1, 184 7 15. 30-18. 70 38 
Geeeeee. ...6222..2 259 | 519. 30- 634.70 1, 270 8 | 16. 20-19. 80 40 
$8,000,000. ........__.- 275 | 551. 70- 674. 30 1, 349 8 17. 10-20. 90 42 
Seeneee.........-.--- 292 | 585. 00- 715.00 1, 430 | 9 18. 00-22. 00 44 
$10,000,000. _......___- 308 | 617. 40—- 754. 60 1, 510 9 18. 90-23. 10 47 





Upper limit 





Public liability—Increase factors above $1,000,000/$1,000,000 


Lower limit 


1 





| | | | | 
$200 | $250 | $500 | $750 | $1,000 | $1,250 | $1,500 | $1,750 | $2,000 
aus Se ah a ln cnc cachet lh Atl Blobel 3 cad | ‘oul 
j | | 
oe ee ce ae 273 om | su} 30] 361 0). ote 
at Pers a ae 276| 22] 316) 347| 372 397 ae |... ee 
RR cis oa cas Spode neh ail | 279) 285) 321 354} 381 409 | 436 | 462 |....-._. 
Siac. ss... seh ths cae Sa 282 | 288) 326] 361) 389) 417) 445/ 473] 502 
| | | | 
INCREASED Limits TABLES 
TABLE C.—Property damage Tas_e D.—Passenger liability 
Increase Increase 
Limits: factor | Limit per passenger : factor 
a a a 100 a ae asc caienniceneeneae 100 
a ea la iaalaaliaiets tla as ll 108 a i ial 131 
| RR NEE RM eR PER 113 tc a re 136 
Re 123 a ee i. a caeemnniianie 157 
eS ae RR Se 130 A ee re a haa on ns 166 
ca ls ct hn nen wcegesiane 137 ee es 170 
re, ere 142 te el 174 
Eh 152 RR iat eo Soe ei 179 
I I kt 160 I a ersten dincteantaee 183 
allie ESS. Ee 166 OMI tS oi is ai dics eaasiniin eae 187 
I ad 172 it ae ge 190 
UI gan eek Se eee 175 4 pees 196 
ace ae aia hee nate ee 178 DD es ssdeniebaceceee 202 
I eae 181 ee ee 208 
ES ee eer 183 a cs a al 214 
a 211 tlh eae ae 226 
ya aes 239 LE ne 
|” TE AER a eee ree 267 2 et ee 250 
ee 295 ci ak alate 262 
ak a 351 0 Sere oa 
Ee re 407 Fe a 274 
EES ee eee 463 Nt a ha 286 
I 519 STII iisc:nninicielenicedeinek ditigipissiskatattarenal 298 
lla 547 
EEE AEST ee eee oe 575 
a a 631 
I 687 


Nore.—Plus 220 percent for each $500,000 over $1,000,000 up to $2,000,000, then 110 
percent for each $500,000 over $2,000,000. 


, -_—a- = 


ae = a = ~*~ 
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SECTION IV. EMPLOYERS AVIATION INDEMNITY COVERAGE 
A. Scope and rules 


1. Eligibility—Any individual, firm, or corporation having two or more em- 
ployees subject to exposure as occupants of aircraft. 

2. Minimum premiums.— 

(a) Policies written on the basis of an annual charge for each named 
employee covered shall be subject to a minimum and deposit premium of 
$50. Such policies are to contain an errors-and-omissions clause which may 
be deleted at the request of the assured. 

A minimum and deposit premium in excess of $50 may be required depend- 
ing upon the limits or exposures involved. In all such eases full details 
are to be submitted to the Bureau. 

(b) Each policy written on a reporting form basis shall be subject to a 
minimum and deposit premium of not less than $200; a minimum and deposit 
premium of more than $200 may be required, the amount depending on the 
limits and exposures involved, in which case details are to be submitted to 
the Bureau. 

(c) Each policy written on a blanket basis at a flat annual premium is 
subject to the minimum premium shown in paragraph A, 5 below. 

8. Rates.—The rates for this section are set forth in B and C on the following 

ages. 

. 4. Variations from standard rates.—Any risk which involves unusual exposures 
or which involves a type of flying for which no standard rates are prescribed is 
to be submitted to the Bureau for rating. 

5. Flat annual premium blanket coverage.—If basic worldwide airline cover- 
age is desired, as per coverage No. 2 of paragraph B (p. E-3) and the insured 
so elects, a flat premium may be charged, arrived at as follows: 

The rates set forth in paragraph C (p. E-4) shall be applied to the annual 
airline fares paid by the insured during the last consecutive 12-month period 
for which records are available, but that period shall include at least a 9-month ; 
record of fares paid during the year immediately preceding the attachment date 
of the new policy. In no event shall the flat annual premium be less than $200. 

6. Annual readjustment, blanket coverage.—Where there is no record available : 
of airline fares as required in paragraph 5 above, the policy may be issued at an ? 
advanced premium, which shall be based upon the estimated fares, subject to an 
adjustment at the end of the term that is based upon the actual fares paid, but 
in no event shall a premium of the less than $200 be charged. Rates to be used 
are those set forth in paragraph C (p. E-4). 










































Standard rates, passengers only (excludes crew members), named employees 














Medical 
Death | Medical | reim- Weekly 
and dis- reim- burse- (52 
Coverage Type of flying member-| burse- ment, weeks) 
ment, ment, each indem- 
each Ist $500 addi- nity, 
$1,000 i each $5 





1, Scheduled air carrier coverage—Any 






a i e $0. 40 $0. 85 $0. 25 $0. 12 
scheduled.-air carrier. Geographie 
limits: Worldwide. Business and personal | 45 . 90 aa -13 
2. Nonscheduled civilian aircraft and 
scheduled civilian and military || Business. -__-...-.-- 1.10 2. 25 . 80 .40 
ovine aircraft anywhere in the |{ Business and personal_| 1.20 2. 40 . 90 45 
world, 





om | | 


33077—39——35 
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0. Standard rates, passengers only (excludes crew members), blanket reporting 
form 
Percentages to be applied to reported airline fares.—Worldwide airline cov- 
erage, as described in coverage 1 of paragraph B above. 


[In percentage] 











Death and Medical Weekly 
Type of flying dismem- reimburse- | indemnity 
berment, ment per (52 weeks) 
per $5,000 $250 per $25 
Business: 
premigtel wp totes. oc oa iin scs de. Se sess Hed 0. 50 0.10 0. 20 
Premiums from $1,000 to $2,000_- . 325 . 065 .13 
Premiums from $2,000 to $3,000_- . 275 . 055 ll 
Premiums from $3,000 to $4,000 ‘ . 225 . 045 .09 
Premticmes over $6,000... 251... sc--~- suis 8), - 2. si, .175 - 035 .07 


D. Standard rates, passengers or crew members, blanket reporting form 
Nonscheduled transport aircraft coverage.—Aircraft of United States or 
Canadian registry ; geographic limits, North America. 


{In cents per man-hour] 





Death and | Medical reimbursement} Weekly 

dismem- et ts i er 

Type of flying berment (52 weeks), 
per $1,000 Ist $500 | Each addi-| each $5 
tional $500 | weekly 





Business: 
Re n,n taddbddadboumegocbulicckstad 5.0 3.75 1.8 | 1.0 
PNR cy) mong ome ennyonesnecomever=patbeous 2.5 1.87 9} 5 





E. Supplement 


Meiical reim- 








Death bursement Weekly 
| and dis- |___ } (52 
Coverage Type of travel member- | weeks) 
ment, | | Bach in 'em- 
each | Ist $500 aidi- | nity, 
$1,000 tional each $5 
7 ea 0 
Fd eipennaiadeaniinenmstmadl aside ciettienaeeniad 
Desinel si wu-\.- 00.05. $0. 48 $1. 05 $0. 48 $0 30 
While on common carrier... ..--.-.-... {Busines and personal. - 50 1.12 . 50 . 33 











Note.—Coverage includes any air or land or water conveyance, operate’? by a carrier licensed to trans- 
= ae for hire, ani any aircraft operate i anywhere in the world by the Military Air Transport 

ervice of the United States of America or any other airline operated by the military authorities of the 
recognized government of any nation. 


Exursit D 


AVIATION INSURANCE RATING BUREAU, 
Neu York, N. Y., June 29, 1956. 
Re supplement aviation filing No. 1956-1. 
To the Insurance Departments of All Jurisdictions in Which This Bureau is 
Licensed. 

GENTLEMEN : The Bureau's attention has been called to an error in filing No. 
1956-1 which was transmitted to the various insurance departments on May 7, 
1956. 

On page H-2, section 1, the second paragraph refers to percentage deductibles 
set forth in subsection 1 (a), 1 (b), and 1 (c) as being applicable to any loss 
which occurs while an aircraft is in motion. Subsection 1 (a), all-risk, ground 
not in motion, should not be included and therefore the rule and rates under 
subsection 1 (a) are corrected to read as follows: 


-, tow ~ 


co oa 
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“The percentage deductibles set forth in subsections 1 (b) and 1 (c) shall 
be made applicable to any loss which occurs while an aircraft is in motion and 
shall be subject to the following dollar limits: 10 percent deductible minimum 
$100, maximum $1,000; 5 percent deductible minimum $75; maximum $500; 
2% percent deductible minimum $50, maximum $250. For deductibles not men- 
tioned and less than 10 percent rates will be obtained by interpolation. 

(a) All-risk basis, ground not in motion (coverage 1) : 


Basic rates 
Under 2,000 pounds : Percent 
Nee eee oe crn a Rieeeaias pabeaeeerenauedealtiiias dams eeewe lees inlapncnmniaiaaanaedice 2. 20 
ne ee list acs peace eiencianeemeighag innate mmc ordaied 2. 45-3. 05 
ng ee ere ce eR rls ne cede araeaainral 6. 10 
Over 2,000 pounds: 
ns 8 a a ea eee nlemeeienae r i. 00 
TN ee ee eee eee an, 2. 15-2. 635 
Ne een ae ee oe gle rau NB sala tie ek edie 5. 35 


Will you please be good enough to make the correction in your copy of the 
filing. 
Yours sincerely, 


H. L. Wayne, General Manager. 


REPORT ON EXAMINATION OF THE AVIATION INSURANCE RATING 
BUREAU, FEBRUARY 3, 1958 


Harold Rothbart, Associate Insurance Examiner 


STATE oF New York, 
INSURANCE DEPARTMENT, 


New York, February 3, 1958. 
Hon. Lerrert Ho1z, 


Superintendent of Insurance, 
Albany, N.Y. 


Sir: Pursuant to your appointment No. 14516, dated October 10, 1957, and 
attached hereto, I have made an examination of the Aviation Insurance Rating 
Bureau “as to the methods and maner of operating the said Bureau” and ac- 
cordingly submit the following report thereon. 

This examination-was conducted@:at-the home office of the Aviation Insurance 
Rating Bureau, 161 William Street, New York City, and covers the period frum 
date of previous examination, November 13, 1951, to December 31, 1957. 

The Aviation Insurance Rating Bureau is licensed as a rating organization 
under article VIII of the New York insurance law and accordingly this examina- 
tion pertains to those matters that are within the scope of said article. 

The Aviation Insurance Rating Bureau will hereinafter also be referred to 
as the A. I. R. B., the Bureau, or the Organization. 


HISTORY 


The previous Examination Report (dated January 2, 1952) contained the 
history and background that precedéd the organization of the A. I. R. B., and 
are will not be repeated in this report except for the following pertinent 

cts. 

On June 28, 1948, there was submitted to the New York Insurance Depart- 
ment on behalf of the Aviation Insurance Rating Bureau, an application for said 
organization to be licensed as a rating organization. The application was sub- 
mitted with a copy of the proposed Constitution and Bylaws, a list of insurers 
who agreed to become members of the Bureau, and a statement of qualifications 
of the Bureau management. The New York Insurance Department accordingly, 
effective as of July 1, 1948, issued a license to the A. I. R. B. to act as a rating 
organization with respect to the types of insurance specified in said application, 


ORGANIZATION AND MANNER OF OPERATION 


The A. I. R. B. organizational setup and manner of operation is set forth in 
a Constitution and Bylaws accepted in writing by each-member and subscriber: 











862 THE INSURANCE INDUSTRY 


The purpose of the Organization as stated by Article III of said Constitution 
follows. (The A. I. R. B. is referred to as the Bureau:) 


“ARTICLE III. PURPOSES 


“The Bureau is a voluntary nonprofit organization formed for the following 
purposes insofar as they may be lawful: 

“1. To provide a forum for the discussion of rating and other matters relating 
thereto, and serve as a medium for exchange of information. 

“2..To conduct the following activities: 

“(a) The establishment and administration of plans to secure compila- 
tion by members, and by others when necessary or advisable, and the 
prompt filing with the Bureau, of complete, accurate and up-to-date statistical 
data for use by the Bureau in the establishment of underwriting rules, 
classification of risks, rating plans, rates or premiums; 

“(b) The collection and analysis of experience ; 

“(c) The establishment of underwriting rules, classification of risks, 
rating plans, manual or other rates of premiums ; 

“(d) The prevention of unfair discrimination, and the advancement and 
regulation of good underwriting practices ; 

“(e) The performing of such other duties and functions as may be inci- 
dental to the foregoing or necessary to enable the Bureau and its members 
and subscribers to comply with the laws to which they are subject and 
specifically to act as a filing organization on behalf of its members and 
subscribers.” 

The classes of business authorized and jurisdiction over same are defined 
in the following Article IV and V: 


“ARTICLE IV. CLASSES OF BUSINESS 


“The Bureau shall have jurisdiction over insurance contracts insuring aircraft 
hulls, aircraft passenger liability, aircraft bodily injury liability, aircraft prop- 
erty damage liability and employers’ aviation indemnity; such other kinds or 
classes of insurance relating to or appertaining to aircraft, the manufacture, 
use, ownership or maintenance thereof as may be directed by the Executive 
Committee in order to:enable the members of the Bureau to comply with any law. 


“ARTICLE V. 


“This Bureau shall comply with all the laws relating to rating organizations 
applicable to the Bureau in every jurisdiction in which the Bureau is licensed 
or in which it operates. If any of the provisions of the Constitution are in 
conflict with the laws of any jurisdiction, such provision shall be considered 
to be modified for such jurisdiction to the extent necessary to make it consistent 
with the laws of such jurisdiction.” 

Eligibility requirements for memberships and for subscribers are given in 
the following Articles VI and VII: 


“ARTICLE VI. MEMBERSHIP 


“1. Any Capital Stock insurer authorized to write classes of insurance for 
which forms, rates and rules are prescribed by the Bureau may apply for 
membership. 

“2. Applications by insurers for membership may be accepted by the Executive 
Committee upon written agreement of the applicant to pay its reasonable share 
of the expenses of operation of the Bureau and to observe all rules and regu- 
lations thereof, subject however to all statutory rights. 


“ARTICLE VII. SUBSCRIBERS 


*1. Any insurer authorized to write classes of insurance for which forms, 
rates and rules are prescribed by the Bureau shall be entitled to become 4 
subscriber to the Bureau upon application and filing of a written agreement to 
pay its reasonable share of the expenses of operation of the Bureau, and to 
observe all rules and regulations thereof subject, however, to all statutory 
rights: Provided, however, that such subscribers shall not be entitled to voting 
privileges within the Bureau.” 


-_— - 
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The following is the current list of members. ‘There are no subscribers: 


MEMBERSHIP LIST 


Alliance Assurance Co., Ltd. 

American Central Insurance Co. 

American Insurance Co. 

British General Insurance Co., Ltd. 

California Insurance Co. 

Columbia Casualty Co. 

Commercial Insurance Co. of Newark. 

Commercial Union Assurance Co., Ltd. 

Commercial Union Fire Insurance Co. 
of New York. 

Continental Insurance Co. 

Centennial Insurance Co. 

Federal Insurance Co. 

Fidelity and Casualty Co. of New York. 

Fidelity-Phenix Fire Insurance Co. 

Fireman’s Fund Insurance Co. 

Fireman’s Fund Indemnity Co. 


Home Fire & Marine Insurance Co. 

Law Union & Rock Insurance Co., Ltd. 

London Assurance. 

London & Lancashire Insurance Co., 
Ltd. 

Marine Insurance Co., Ltd. 

Merchants Fire Assurance Corp. 

Merchants Indemnity Corp. 

Metropolitan Casualty Insurance Co. 

Milwaukee Insurance Co. of Milwaukee. 

National-Ben Franklin Insurance Co. 
of Pittsburgh. 

National Surety Corp. 

Niagara Fire Insurance Co. 

Ocean Accident & Guarantee Corp., Ltd. 

Palatine Insurance Co., Ltd. 

Potomac Insurance Co. 


Firemen’s Insurance Co. of Newark. Safeguard Insurance Co. 

Fulton Insurance Co. Sea Insurance Co., Ltd. 

General Accident Fire & Life Assur- Union Assurance Society, Ltd. 
ance Corp., Ltd. Vigilant Insurance Co. 


Glens Falls Insurance Co. Washington Assurance Corp. of New 
Hanover Insurance Co. York. 


The executive functions of the A. I. R. B. are vested in an Executive Com- 


mittee. The manner of election and the powers of this commitee are stated 
in the following Articles VIII and IX: 


“ARTIOLE VIII. EXECUTIVE COMMITTEE 


“1. Election: The Executive Committee shall consist of not less than six 
nor more than ten members, at which annual meeting of the Bureau the mem- 
bers shall elect executive committee members for a period of two years to 
succeed the Executive Committee members whose terms are currently expiring. 

“2. The Executive Committee shall be responsible for and have general super- 
vision and control over the business and operations of the Rating Bureau; shall 
enact such lawful rules and regulations as it may deem necessary; shall an- 
nually elect its Chairman; shall by itself or through the General Manager 
provide the housing requisite to carry out the purposes of the Bureau and 
employ and fix the remuneration of such personnel as is required; shall employ 
such experts and agencies as may be advisable to accomplish effectively the 
purposes of the Rating Bureau; shall appoint such standing and special com- 
mittees as may be deemed necessary; shall define and limit the powers and 
duties of such committees and prescribe the terms of office of the members 
thereof. Members of any such committees shall be representatives of Rating 
Bureau members. 

“3. The Executive Committee shall have power to determine the number, 
time and place of such regular meetings as it may deem necessary ; provided, 
however, that it shall hold a regular meeting at least once each year immedi- 
ately following the organization or annual meeting. 

“Special meetings of the Executive Committee may be called by the General 
Manager upon his own authority and shall be called by him upon application 
by a majority of the members of the Executive Committee, or at the call of any 
Standing committee of the Bureau. 

“Seven (7) days’ notice in writing shall be given to all members of the 
time, date and place of all regular meetings, and not less than forty-eight (48) 
er notice of the time, place and date of special meetings of the Executive 

mmittee. 

“Members of the Executive Committee may be represented at meetings by des- 
ignated alternates who shall have the power to vote. 

“Members of the Bureau shall be privileged to attend the meetings of the 
Executive Committee without the power of voting. 

“4. A majority of the members of the Executive Committee shall constitute a 
quorum at any meeting. 
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“5. All notices of special meetings of the Executive Committee shall state the 
purpose for which the meeting is called, and no other business shall be transacted 
at such meeting. 


“ARTICLE IX. Review oF ACTION OF EXECUTIVE COMMITTEE—HEARING 


“Application for a review of any ruling or action of the Executive Committee 
may be made to the Bureau. Such application must be in writing and filed with 
the General Manager of the Bureau within fifteen (15) days after the final de- 
cision of the Executive Committee has been communicated to the member or 
subscriber, following a hearing of the applicant by the Executive Committee if 
such hearing is requested by the applicant. The General Manager shall notify 
each member of such application and no action shall be taken thereon until 
twenty days have elapsed after the General Manager has notified the mem- 
bers thereof. The action of the Executive Committee shall stand unless over- 
ruled by vote of a majority of the membership taken either by mail or at a reg- 
ularly called meeting of the Bureau.” 

The Executive Committee has held its regular annual meeting for each of 
the years under review, 1952-1957. 

The present membership of this committee is composed as follows: 

Chairman, J. R. Parsons. 


TERM EXPIRING 1958 


William Bernhard, General Accident Fire & Life Assurance Corp. 
Harry W. Melville, American Insurance Co. 
F. Elmer Sammons, Hanover Fire Insurance Co. 


TERM EXPIRING 1959 


John H. Dillard, Fireman’s Fund Insurance Co. 
J. V. Herd, Continental Insurance Co. 
J. R. Parsons, Chubb & Son. 


OTHER COMMITTEES 


There are two other committees, a Rating Committee and an Audit Committee, 


RATING COMMITTEE 


With reference to the Rating Committee, at the October 8, 1948, meeting of 
the Executive Committee the following resolution was adopted. 

“Resolved, That the Management of this Bureau be and is hereby empowered 
to act for and on behalf of the Rating Committee of this Bureau in the pro- 
mulgation of rates on risks coming within the jurisdiction of the Bureau: Pro- 
vided, however, That any and all cases upon which a difference of opinion may 
exist between the Management and the members shall be referred to a Rating 
Committee of the Bureau for final disposition.” 

At the May 22, 1950, meeting of the Executive Committee the following motion 
Was passed: 

“On motion duly made, seconded, and carried, the following were appointed 
as a Rating Committee to function in accordance with the resolution adopted 
at the meeting of the Executive Committee of October 8, 1948: ” 

A committee of three was then named. The present members of this com- 
mittee are: 

John H. Dillard, Fireman’s Fund Insurance Co. 

J. V. Herd, Continental Insurance Co. 

J. H. Parsons, Chubb & Son. 

The Rating Committee found it necessary to hold just one meeting since its 
inception and that was on July 30, 1948. At that meeting three subjects were 
considered, viz: Adoption of schedule of rates, authorized use of standard 
rates, and variations from standard rates. 


OFFICERS 


The chief executive officers of the A. I. R. B. are the General Manager and the 
Assistant General Manager. The General Manager who is Harold L. Wayne and 
the Assistant General Manager Joseph G. Bill have both been elected and re 
elected to their respective offices from the time the A. I. R. B. was organized. 
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Joseph G. Bill is also, by election of the Executive Committee, the General 

Counsel of the A. I. R. B. 
he manner of election and the duties of the officers are stated in the following 

Articles X and XI: 

“ARTICLE X. OFFICERS 


“1, ELECTIVE OFFICERS 


“(a) Election: A General Manager, who shall also perform the duties of 
Secretary and Treasurer and an Assistant General Manager shall be elected at 
the first meeting of the membership and thereafter at each annual meeting for 
the period to the next annual meeting of the Bureau, or until their successors are 
elected by an affirmative vote of a majority of the members of the Bureau present 
and voting at the annual meeting. 

“(b) Vacancy: Recall. A vacancy in an elective office may be filled by the 
Executive Committee. An elected officer may be recalled at any time by an 
affirmative vote of three-fourths of the members of the Bureau present and 
voting at a special meeting of the Bureau. 


“2, APPOINTIVE OFFICERS 


“(a) Appointment: Such officers as may be deemed necessary may be ap- 
pointed by the Executive Committee for the period to the next annual meeting 
of the Bureau. 

“(b) Vacancy: Recall. A vacancy in an appointive office may be filled or an 
appointed officer may be recalled at any time by the Executive Committee. 


“ARTICLE XI. DUTIES OF OFFICERS 
“2, CHAIRMAN OF THE EXECUTIVE COMMITTEE 


“The Chairman of the Executive Committee shall preside over all meetings of 
that committee. He shall be a member of all committees with power to vote. 


“(b) The General Manager 


“The General Manager shall be the chief executive officer of the Bureau. He 
shall have authority, subject to direction and supervision by the Executive Com- 
mittee, to direct the work of the Bureau and to supervise the activities of all 
salaried officers and employees, 

“The General Manager shall be an ex officio member of all the Bureau’s stand- 
ing committees, except the Executive Committee, but without power to vote. 

“The General Manager shall keep a record of all proceedings of the Bureau and 
all of its Committees; publish bulletins subject to the direction of the Executive 
Committee, and perform such other duties as the office may entail, subject to the 
control of the Executive Committee. 

“The General Manager shall receive and properly care for all funds of the 
Bureau. Statements of all transactions showing balance on hand and now held 
shall be made to the Bureau at each annual meeting, or oftener if called for by 
the Executive Committee. Such statement shall be first audited by a Committee 
appointed for that purpose. 

“The General Manager shall furnish surety in such form and amount as may 
be prescribed by the Executive Committee. 


“(c) The Assistant General Manager 


“The Assistant General Manager shall perform such duties as may be assigned 
to him by the Executive Committee or by the General Manager, and shall in the 
General Manager’s absence have the same general powers and duties as the 
General Manager.” 


Article XII pertains to complaints and violations and is as follows: 


“ARTICLE XII. COMPLAINTS—VIOLATIONS 


“Complaints of infractions of obligations hereunder by the members or sub- 
Scribers shall be made in writing addressed to the General Manager who shall 
submit them to the Executive Committee for consideration and disposition.” 


There is no record of any complaints or violations during the period under 
review. 
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. Meetings of the general membership is provided for by Article XIII and is ag 
ollows: 


“ARTICLE XIII. MEETINGS OF MEMBERS 

















“1. Annual meetings of the Bureau, unless otherwise voted by the Bureau shall 
be held during the month of May in each year at such time and place as may be 
designated by the Executive Committee. 

“2. Special meetings of the Bureau may be called at any time by the Executive 
Committee or by the General Manager, and shall be called by the General Man- 
ager at any time upon the written request of five or more members. 

“3. Seven (7) days’ notice in writing from the date of call must be given of 
all meetings. All such notices shall be given by the General Manager and may 
be given by mail. 

“4. All members shall be entitled to vote at meetings of the Bureau. Action 
may be taken only upon affirmative vote of a majority of the members present 
and voting. Voting by proxy shall be permitted. 

“5. Representation of members at all meetings of the Bureau shall be by a 
representative designated by the member in a written notice filed with the General 
Manager. 

“6. Each member shall have one vote. Matters of general organization or 
procedure, not specifically covered by the Constitution and Bylaws, shall be 
determined by the Executive Committee. 

“7, The presence of 60% of the members, or their proxies, shall be required 
to constitute a quorum at any regular or special meeting of the Bureau. 

“8. Minutes of all meetings of the Bureau shall be sent to all members.” 

A meeting was held in each of the years under review. 

Articles XIV, XV, XVI, and XVII refer to receipts, disbursements, and audits. 
These items will be reviewed under the financial section of this report. 

The Bylaws and Rules are contained in the following Articles : 



















“ARTICLE X VIII. ByLaws AND RULES 


“The Bureau members shall have power to adopt Bylaws and Rules for the 
government of the Bureau. 


























“ARTICLE XIX. AMENDMENTS 





“This Constitution and Bylaws may be amended by an affirmative vote of two- 
thirds of the membership taken either by mail or at a regularly called meeting 
of the Bureau—provided not less than twenty days’ (20) written notice of the 
proposed amendment is mailed to the members by the General Manager. In 
the event of adoption of an amendment, an exact copy thereof shall be sent to 
all members and subscribers together with notice of its effective date. 


“ARTICLE XX. RESIGNATION 


“A member or subscriber may resign from the Bureau subject to the following 
provisions : 

“‘(a) The resignation shall not become effective until at least sixty days after 
the notice of resignation is filed with the Bureau; provided, however, that upon 
the resignation of any member, any other member having given at least ten (10) 
days’ written notice to the Bureau of its intention, may terminate its membership 
as of the date on which the resignation of the resigning member is to become 
effective ; 

“(b) The resigning member or subscriber shall be obligated to the Bureau for 
its proportion of all assessments for which it would have been liable as a member 
or subscriber, for a period of six months, after the notice of resignation is filed 
with the Bureau, unless such resigning member or subscriber shall be specifically 
relieved therefrom by vote of the Executive Committee of the Bureau; 

““(c) Such resigning member or subscriber shall have no rights whatever to anv 
of the assets of the Bureau. 


“ArtTIcLE XXI. ACCEPTANCE OF CONSTITUTION AND BYLAWS BY MEMBERS AND 
SUBSCRIBERS 


“Bach member of or subscriber to the Bureau shall, through a duly authorized 
official, subscribe and file with the Bureau a copy of this Constitution and By- 
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laws. Each member and subscriber so subscribing and filing thereby declares 
its acceptance of the provisions of this Constitution and Bylaws.” 


ASSOCIATED AVIATION UNDERWRITERS 


All members of the Aviation Insurance Rating Bureau are also members of 
the Associated Aviation Underwriters. 

The Associated Aviation Underwriters operates as the aviation insurance 
division of each of the member companies. The Associated functions as an 
underwriting pool and as a management organization for the members relative to 
aviation business. All policies issued are on an approved associated form, and 
contain the names of all member companies. 


TERRITORIAL JURISDICTION 


Aviation insurance not only transcends state boundaries but also extends to 
world wide operations. In view of this, and in accordance with provisions of 
the all-industry bills as recommended in 1946 and 1947 by the National Associa- 
tion of Insurance Commissioners, most states have excluded from rate regula- 
tion many of the coverages contemplated under aviation insurance. 

These exclusions, however, apply to direct aviation insurance only. For most 
of the incidental lines such as workmen’s compensation, airport and hangar- 
keepers’ liability, products liability, and manufacturers’ liability, which are not 
excluded, compliance with the rate regulatory laws is effected by the various 
insurers through the respective rating organizations having jurisdiction. The 
A. IR. B. assumes no jurisdiction over these incidental lines. 


COVERAGE 


Coverages and rates for the classes of insurance under A. I. R. B. jurisdiction 
are contained in a series of mimeographed sheets in the form of a manual. 

Policy forms and endorsements other than for airline and factory risks have 
toa great extent been standardized. 


HULL COVERAGE 


The hull policy form contains the declarations and conditions, with the covy- 
erages purchased added thereto by attached endorsements. 

Coverage on hull (physical damage to aircraft) is available under any of sev- 
eral all-risk insurance forms, or for fire alone or on a named peril basis. 

Perils that may be insured against are, fire, explosion, lightning; tornado, 
cyclone, windstorm; theft, robbery, pilferage; collision; denting, marring, 
scratching; stranding and sinking; and accident to the conveyance used for 
transpotation of aircraft. 

The actual coverage is determined by the definition in the policy form or 
endorsement of the peril insured against. The term “all risk” is used to describe 
a type or basis of coverage subject only to such exclusions and limitations as 
appear in the policy form and endorsements. The fire peril coverage includes 
transportation as limited by the policy definition. The term “fire ex crash” 
means fire on the ground and fire in flight excluding fire following crash. 

The “all risk” standard coverages are available for: 

1. While aircraft is not in motion. 
2. While aircraft is not in flight. 
3. While aircraft is on the ground or in flight. 

Some other features applicable to hull insurance are as follows: 

Deductibles—Policies may be written so that losses are subject to a stipu- 
lated deductible amount at adjusted premium. 

Depreciation.—A depreciation factor may be inserted in the policy also with 
premium adjustment. 

Fleet plan.—There is available a fleet plan endorsement for fixed base opera- 
tions. By this means the coverage is extended to include additions or elimina- 
_— of aircraft at pro rata, provided at least two aircraft are continuously 
nsured. 

Reporting form.—There is also available a reporting form in connection with 
fleets for fixed base operators. This plan provides for a deposit premium, 
monthly reports of values, and annual premium adjustment. Where there is a 
frequent change of aircraft the reporting form may be written at per diem rates. 
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Coinsurance.—It is the practice of the insurers to try and obtain 100 percent 
of insurance to value. If they are unable to do so they may either not write 
the risk or apply to the A. I. R. B. to determine a surcharge to the rate for the 
amount of underinsurance. The amount of surcharge is determined by the 
A. I. R. B. for each case. 


LIABILITY COVERAGE 


Aircraft liability insurance is protection against the liability imposed by law 
upon the insured for injuries accidentally caused to third parties as a result of 
the ownership, maintenance, or use of the aircraft described in the policy. 

There are two forms of aircraft liability policies available for conventional 
type aircraft. 

1. Aircraft liability policy—tThis is used for risks usually classified as ‘‘pri- 
vate business and pleasure,” “industrial aid,” or “commercial” when used for 
purposes other than in the business of an airport operator. 

2. Fixed base liability policy—tThis is used to cever the operations of air- 
craft used in the business of airport operator, dealer, or distributor, and is also 
used for insureds that charter, rent, or instruct in planes that operate from 
one airport or a “fixed base.” 

Both these policies give third party liability coverage (other than passenger) 
and property damage liability. The fixed base liability policy in addition pro- 
vides coverage for passenger liability, premises operations, alterations and re- 
pairs, contractors, products, hangerkeepers liability, and baggage liability. 

However, the A. I. R. B. promulgates rates only for aircraft third party lia- 
bility, property damage liability, passenger liability, and in some instances 
baggage liability. The other coverages are rated by rating organizations other 
than the A. I. R. B. such as the National Bureau of Casualty Underwriters. 


EMPLOYERS’ AVIATION INDEMNITY COVERAGE 





This form of coverage is to reimburse insureds for payments made to em- 
ployees or their survivors for death or dismemberment while traveling on planes 
for the employer or in employer’s interest. It is considered as a contractual 
liability in the nature of accident insurance with a limit of liability for each 
employee. Employees covered are named in the policy and additional employees 
can be covered by endorsement. 


HULL AND LIABILITY 


Term insurance.—Hull and liability policies are written on an annual basis 
with short rate applicable when written for less than 12 months. Policies may 
also be written on either of two deferred premium payment plans in the following 
manner: 














A 


(1) 40 percent of premium payable upon attachment date. 
(2) 30 percent payable on 90th day. 

(3) 15 percent payable on 180th day. 

(4) 15 percent payable on 270th day. 

Deferred payment charge is 214 percent of original unpaid balance or 


B 
















(1) 20 percent payable upon attachment date. 
(2) Balance payable in 8 equal monthly installments beginning on 30th day 
after attachment. 

Charge is 3 percent of original balance. 

Aircraft hull and liability policy form.—On June 7, 1957, a new aircraft hull 
and liability policy form was filed to be used primarily to insure industrial aid 
risks with 4-place aircraft not more than 8 years old. This form was revised 
on August 7, 1957, mainly for editorial changes. 

This form contains provisions for stipulated limits per person and per oc- 
currence, and also premiums for each of the following six sections: 

A. Bodily injury liability, excluding passengers. 
B. Passenger bodily injury. 
C. Property damage liability. 
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D. Single limit bodily injury including passenger and property damage 
liability. The limits of liability in this section apply only per each occurrence 
and does not contain limits per person. 

BE. Medical payments. 

F. Physical damage. 

Endorsements—Hull and liability—In addition to the straight hull, liability, 
hull and liability policy forms there are numerous endorsements varying in 
degree of importance that are used with these policy forms when applicable. 

Revisions—Hull and liability coverage and forms.—There were no material 
changes during the period under review in the coverages or forms other than 
the addition of Aircraft Hull and Liability Policy form mentioned previously. 


RatTEs 


The conventional types of aircrafts are rated in accordance with a filed 
Schedule of Rates. Airline and manufacturing risks are specifically rated. 

The schedule of rates contains minimum, standard, and maximum rates, for 
each of the various classifications and coverages. Standard rates are not given 
as a specific amount but instead allow for a spread within a stated range so as 
to allow for variations in rating factors. 

There are also set forth in some instances a mandatory deductible, either as a 
percentage or an amount, however, generally this does not apply to Hull fire and 
theft, or while aircraft is not in motion. 

The members and subscribers are permitted to write and rate standard risks 
within the stated ranges of rates; however, unusual risks must be submitted to 
the A. I. R. B. for rating but are subject to the filed minimum and maximum 
rates. 


HULL RATES 


The rates for hull risks provide for differentials, for types of coverage, weight, 
deductibles, single-engine and multiengine planes. These rates are set forth for 
the various Classifications and coverages which briefly outlined are as follows: 

1. Hull—Fire, transportation, and theft: 

(a) Fire and transportation: 

(1) Ground. 
(2) Ex crash. 

(b) Theft. 

2. Hull—All-risk basis: 

(a) Normal commercial use—Single-engine landplane. 

(b) Private business and pleasure, industrial aid and sales demonstra- 
tion—Single-engine landplane, except four places or larger aircraft not 
more than 8 years old. 

(c) Private business and pleasure, industrial aid and sales demonstra- 
tion—Single-engine landplane four places or larger not more than 8 years 
old, excluding operations by student pilots. 

Each of these three classes (a), (b), and (c) are subdivided for— 

(1) Ground not in motion. 
(2) Not in flight. 
(3) Ground and air. 

The description of the use classifications, such as private business and pleasure, 
industrial aid, normal commercial, conventional and nonconventional aircraft, 
etc., are defined in the schedule of rates. 

8. Multiengine aircraft—all risks: 

(a) Designated makes and types. 

(b) All others. 

4. Delivery flights: Delivery flight risks or other risks where single flight is 
insured. 

5. Students on private pleasure or industrial aid: 

(a) All risks, not in motion. 

(b) All risks, not in flight. 

(c) All risks, ground and air. 

6. Seaplane, amphibian or flying boat: 

(a) Ground, not in motion or not in flight. 

(b) Ground and air. 

In addition to the foregoing coverages and classifications there are also the 
following specific rates and rules pertinent to hull insurance. 
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1. Insurance to value.—All rates shown require full insurance to value. Any 
risks where full insurance to value is not carried must be submitted for rate 
promulgation. 

2. Depreciation—Except where specifically hereinabove stated to the contrary 
all hull rates contemplate pro rata of 12 percent annual depreciation. 

On conventional single engine aircraft, depreciation may be waived by increas- 
ing the premium one-half percent for each 1 percent of depreciation involved. 

3. Unhangered aircraft—The standard increase in the standard rate for an 
unhangered aircraft is 1 percent. 

4. Full named perils.—Where full named perils are insured the standard rate 
to be used is the comparable all risk rate less one-fourth percent. 

5. Premium insurance and reinstatement waiver.— 

(a) Waiver of reinstatement: A policy may stipulate that partial losses will 
be automatically reinstated without additional charge provided the insured has 
originally been charged an additional premium figured at 25 percent of the rate 
times the annual premium. 

(b) Total loss—Return of unexpired premium: A policy may stipulate tnat 
the company will return the pro rata unexpired premium from date of loss on 
any aircraft which becomes a total or constructive total loss provided the in- 
sured has originally been charged an additional premium figured at 25 percent 
of the rate times the annual premium. 

(c) Full premium insurance: For full premium insurance the charge shall 
be the sum of (a) and (b). 

6. Additional premiums on losses—Reporting forms.—In lieu of the ordinary 
provision that pro rata additional premium is charged in the event of partial 
loss and the full premium is earned on a total loss, a reporting form policy may 
provide that an additional premium, figured at half the policy rate times the 
amount of loss, is due and payable by the insured. Such additional premium 
is considered fully earned. 

7. Breach of warranty.—Breach of warranty charge is one-half percent of the 
mortgage, lien, or encumbrance on the aircraft as of attachment date. 

8. Flight (crash) flying hour rates——Where flight (or crash) risks are in- 
sured on an hourly reporting basis, the standard hourly rate will be determined 
by dividing the standard annual rate (for the flight risk only) by 200. 

9. Component parts.—Where a policy is subject to a component parts sched- 
ule and the aggregate values of all components gives the same total as the 
amount of insurance, no loading is charged. 

10. Vendor’s single interest—Vendor’s single interest may be insured for 
ground and air risks at a charge of 10 percent of the original unpaid balance 
in a case where the balance is payable in 12 equal monthly installments. If 
the number of equal monthly installments exceeds 12 months, use the following 
formula: 

































Actual Number of Installments X 10 percent 
- 12 —z= Rate 


Multiply the resulting rate by the original unpaid balance to arrive at the 
premium. Where the number of equal monthly installments is less than 12, 
charge short rate. Where installments are not equal monthly payments, submit 
to the Bureau. 

11. Strikes and riots—When the exclusion relating to strikes, riots and civil 
commotion is deleted, the basic rate (either ground only or ground and air cover- 
age) is increased 0.15 percent single-engine aircraft and 0.10 percent on multi- 
engine aircraft on pleasure and industrial aid risks. Commercial risks are to 
be submitted to the Bureau. 

12. Fire ex crash.—Fire in flight excluding fire following crash can be added 
to any policy insuring fire or fire and other ground coverages by increasing 
the basic rate by one-fourth percent. 





LIABILITY RATES 


There are three general categories of rates for aircraft liability coverage as 
follows: 
1. Public liability—Bodily injury, excluding passengers. 
2. Public damage liability. 
8. Passenger liability. 
As in hull insurance there is a range of rates for each category with a fixed 
minimum and a fixed maximum. 
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There are three major rate classifications, as follows: 
1. Private pleasure and industrial aid. 
2. Normal commercial. 
3. Restricted passenger liability. 
The rates are for single and multiengine aircraft without differential. 
Rates are given in the manual for public liability and property damage (ex- 
cluding passengers) at standard limits of $5,000/$10,000 and $5,000 and by a 
table for increased limits. 


Passenger liability rates are on the basis of a $5,000 limit for each passenger 
with a table for increased limits. 


The manual also provides for reporting form policies with rates computed on 
the basis of aircraft hours. 

In addition to the foregoing there is also provision in the rates and rules for 
medical payments, guest voluntary settlement or admitted liability, student and 


rentor pilots, delivery flight, nonownership, additional named insureds and 
baggage liability required by law. 


EMPLOYERS AVIATION INDEMNITY 


Rates for Employers’ Aviation Indemnity Coverage are set forth for three 
major categories, as follows: 

1. Passengers only (excludes crew members), named employees. 
2. Passengers only (excludes crew members), blanket reporting. 
3. Passengers or crew members, blanket reporting. 

4. Common carrier. 

Rates for Nos. 1, 3, and 4, are given per person, for death and dismemberment 
in units of $1,000, for medical reimbursement in units of $500, and for weekly 
indemnity at $5 per week limited to 52 weeks. Rate for 1 and 4 are stated at 
amounts per each unit, and for 3 at amounts per man-hour. 

Rates for No. 2 are stated in percentages applied to reported airline fares per 
person for death and dismemberment in units of $5,000, for medical payments in 
units of $250, and for $25 weekly indemnity, limited to 52 weeks. 

For No. 3 there is differential in rates for single-engine and multiengine air- 
craft, for all others there is no distinction. 

Specific rate promulgation—When any aircraft which would otherwise be 
rated under the foregoing is subject to hazardous uses, or is considered an un- 
usual risk not contemplated by the use classification within which it falls, then 
it may also be submitted for specific rating by the A. I. R. B. As previously men- 
tioned airline risks and manufacturing risks are also specifically rated. 

All specific rates are developed by one rater under the general supervision 
of the management, and thus reasonably consistent results are contemplated. 


AIRLINE RIsSkKs 


The rating of airline risks presents in addition to other considerations com- 
plicated technical problems necessitating the rating of each such risk specifically 
and not by formula or class. There are approximately fifteen airlines in the 
United States that are trunk lines with about another twenty that are feeder 
lines. 

Airline risks are not only specifically rated but are also generally covered under 
tailormade contracts, due to among other factors the large size of the average 
airline risk, the great hull hazards involved, the high potential! liability, the dif- 
fering types of aircraft insured, the routes flown, the multiplicity of perils cov- 
ered, the variations from standard or normal in the coverage desired, and the 
large premium amount customarily involved. 

The risks differ each from the other to such a substantial extent that it is not 
practicable to classify them under any rating plan of general application. Fur- 
thermore, the airlines are in a good bargaining position to obtain the best pos- 
sible rates among the markets competing for this business both admitted and 
nonadmitted, and Bureau and non-Bureau. 

The information required by the A. I. R. B. for rating these risks is obtained 
from technical manuals, accident reports published by Federal agencies, in- 
sureds records, and from the insurer’s own compiled data and experience. 

Rates are usually established for hulls on the basis of a percentage of insur- 
ance to value, and for aircraft third party liability they are as a rule divided 
into two'parts (1) rate-per airplane mile for public liability and property damage 
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and (2) rate per revenue passenger mile for passenger liability. Airline risks 
may also be written on a reporting basis, with a suitable minimum premium 
charged based on the size of the risk and the exposure involved. Rates may 
also be subject to negotiation after the rater has evaluated the potential hazards 
and liability and based on same proposed or tentative premium. 

Net retention basis.—Airline coverage according to a plan, is sometimes written 
on an excess basis over the insured’s self insured net retention. 

Lecess insurance with loss fund.—This is a plan which provides a combina- 
tion of an established self insurance escrow loss fund and excess insurance when 
escrow fund is exhausted. 

From the foregoing it is readily observed that for the time being and in the 
foreseeable future, airlines will be necessarily rated on an individual risk basis. 


MANUFACTURING RISKS 


All manufacturing risks are submitted to the A. I. R. B. for rating. There are 
just a few of these risks, and as they vary a great deal, each one is specifically 
rated. 

The most important consideration in the rating of such risks is the developed 
experience of each. 

Generally, coverage is on an All Risk basis for the normal operations and a 
Named Peril basis for the more hazardous operations, such as testing. 

Liability coverage is usually divided between types of aircraft, that is, stand- 
ard, other civilian, supplemental, and military. 


REVISIONS—RATES AND RULES 


The following are the more important revisions in rates and rules effective 
since the previous examination report. 


SEPTEMBER 3, 1952 
Hull 


1. Where a policy is written for a term of less than 12 months then the charge 
is the short rate of the annual premium. 

Formerly the charge was short rate of 125 percent of the annual premium. 

2. Single-engine land aircraft of four or more places manufactured on or after 
January 1, 1946, was set up as a separate class. This effected a rate reduction 
as to such aircraft. 


Liability 
1. Same as for hull No. 1, above. 
2. For single-engine aircraft a reduction in rates was effected on guest volun- 


tary settlement coverage in the minimum rate and in the standard range. The 
maximum was not changed. 


Employers’ aviation indemnity 


Elimination of the former charge for attachment of errors and omissions en- 
dorsement where premiums did not exceed $200. 


APRIL 1, 1953 
Employers’ aviation indemnity 


The geographic limits were extended from domestic to worldwide at the same 
domestic rates. A new schedule was filed with rates for coverage on any common 
carrier. 

FEBRUARY 1, 1954 
Employers’ aviation indemnity 

Rates were reduced as a result of good loss experience, and also to bring the 
rates for named employees into closer conformity to rates for personal accident 
coverage. 

MAY 1, 1954 
Hult 

Good loss experience promoted the following rate reduction : 

1. Rates for private business and pleasure, industrial aid, and sales demonstra- 
tion risks were reduced approximately 10 percent, primarily through reduction 
of the standard range of rates provided for each classification. The minimum 
and maximum rates were correspondingly reduced. 
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2. Rates for multiengine aircraft were reduced approximately 25 percent for 
the same categories as given in No. 1, above. 
Liability 

1. Guest voluntary settlement rates for death and dismemberment were re- 
duced approximately 20 percent to reflect extremely favourable loss experience. 

2. Weekly indemnity rates for passenger guest voluntary coverage were re- 
duced to bring same in line with reduction under No. 1, above, and also more in 
line with employers’ aviation indemnity. 

3. Medical payments rates for private pleasure and industrial aid classes were 
reduced approximately 30 percent for pilots and 12 percent for passengers. 
Although the premiums for these classes are nominal, it was decided that the 
rates be revised in keeping with the rates for such coverage charged by other 
insurers. 


APRIL 1, 1955 
Hull 


1. The former 12-percent mandatory depreciation feature on single-engine land 
aircraft was removed for private business and pleasure and industrial aid risks. 
This was done to bring same in line with multiengine aircraft of the same kind. 

2. Rates for some classes of multiengine aircraft were reduced to bring same 
in line with rates charged by other insurers. 

3. A number of new types of multiengine aircraft added to rate schedule at 
rates charged by other insurers. 


Liability 

1. Guest voluntary settlement reduced in line with reduction of hull coverage 
rates. 

2. Increased limits tables revised (a) to include factors for amounts above 
$1,000,000/31,000,000, and (0b) in keeping with current conditions in the market 


the factors used for increased limits for property damage and for passenger 
liability were reduced. 


Employers aviation indemnity 
Rates reduced to reflect market conditions and also prevailing rates for 
personal accident policies. 
MAY 1,1955 
Employers aviation indemnity 


Rates reduced further for passengers only (excluding crew members), named 
employees, so as to keep in pace with rates currently charged for personal acci- 
dent policies. 


JUNE 1, 1956 


Effective as of this date a completely new schedule of rates was promulgated. 
This is the schedule now in use as outlined previously in this report. 

Generally rate reductions were made throughout, editorial and clarification 
changes were made, as well as additions and eliminations, as found desirable. 

These changes generally were in line with current conditions, and the rate 
reductions reflect the going market prices. 

Due to the diversification of the changes made, it is not possible to estimate 
the effect, percentagewise, of the rate reductions effected by this revision. 


STATISTICS 


The New York Insurance Department has appointed the Company Service 
Corporation, located at 161 William Street, New York City, to act as its statis- 
tical agent with respect to aviation insurance. All stock companies entered 
in New York are required to report their statistical experience annually to the 
Company Service Corporation. The experience is reported on a countrywide 
basis, by policy year, indicating incurred (paid and outstanding) losses, and 
written premiums by coverage and use classifications. The Company Service 
Corporation then consolidates and condenses such experience, and prepares 
statistical exhibits. 

The experience of the companies comprising the Aviation Insurance Rating 
Bureau is reported as a unit by the Associated Aviation Underwriters, as is 
also the case with the companies comprising the United States Aircraft Insur- 
ance Group, which experience is reported as a unit by the United States 
Aviation Underwriters. 
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The following compilation represents the consolidated and condensed statis- 


tical experience of stock companies for the latest available five years. 


In order 


to reflect a proper relationship to incurred losses, the written premiums for the 
policy years 1952 to 1955 inclusive, have been taken fully earned, while the 
written premiums for policy year 1956 have been adjusted to an earned basis 
by application of an earned percentage factor. 

It is noted that all liability experience, with the possible exception of property 


damage, shows favourable loss experience. 


should be initiated for possible rate revisions. 


Policy year experience to Dec. 31, 1956 


Policy year 


—— Property loss and property 


Personal accident (individual and ihe 


group): 
ihc ote aten reign aia 





DUB « « o come ecco ccccececccccens 


ee ee 








1 Estimated earned premiums, 











A review of all liability classes 













































































Incurred Pai‘ losses, 
Net direct losses, in- including | Loss reserve, Loss 
premiums | cuding allo- allocated Dec. 31, ratio 
earned cate’ claim | claim 1956 
expense expense 

$659, 874 $349, 486 $251, 536 $97, 950 52. 96 
758. 671 460. 669 259, 514 201. 155 60. 72 
81°, 191 473. 788 196. 780 277. 008 58. 34 
977, 059 566. 407 174 844 391. 543 57. 97 
1 §8°, 692 365, 171 37, 433 327, 738 62. 67 
————_——__—_ ————— | ——-! —— 
3, 790, 417 2, 215, 521 920, 127 295, 394 58. 45 
1, 769. 703 471. 095 139, 074 33?, 071 26. 76 
1. 838, 343 1, 135, 089 139, 239 995. 850 61.75 
2, 144, 772 419, 409 68, 499 342, 0N0 19. 12 
1, 887, 276 431. 901 61,77 370, 197 22. 88 
1 966, 357 155, 199 11, 289 143, 910 16. 06 
8, 599, 451 2, 603, 693 | 419, 785 2. 183, 908 30. 28 
3. 851, 224 390, 800 | 381, 910 8. 890 10. 15 
4, 039, 915 1, 359, 966 1, 345, 955 14,911 | 33. 66 
3. 852, 871 512. 540 485, 725 25, 815 13. 30 
4, 579, 940 1, 331, 447 1, 187. 779 163. 668 29. 07 
13, 451. 998 1, 671, 231 917, 191 754. 040 48. 41 
19. 775, 898 5. 265, 984 4, 299, 560 966, 424 | 26. 63 
163. 245 46, 001 42, 501 3, 590 28. 18 
198 458 65. 148 63, 293 1. 945 32. 84 
241, 276 39. 135 37, 580 1. 555 16. 22 
24, 246 99. 178 73 407 25,771 7. 53 
1 132, 062 22, 652 10. 004 12, 648 17.15 
999, 287 272, 134 226. 715 45, 419 27.23 
6, 967 63, 752 60. 752 3. 00 915. 06 
26. 283 49, 483 46. 233 3. 250 188. 27 
3A. 909 55, 507 22. 817 32, 700 150. 39 
88. 642 61, 811 35. 871 25, 989 69. 72 
1 237, 376 2?, 148 | 8, 864 | 13, 284 9. 33 
39°, 177 25°, 691 174, 477 | 72, 214 | 63. 78 
5, 655, 852 1, 482, 594 1, 481, 844 750 26, 21 
5, 732, 607 2, 383, 243 2, 382, 943 300 41, 57 
5, 754, 286 2, 117, 664 | 2, 038, 401 79, 283 36. 80 
5, 428, 716 2, 973, 727 2, 711, 399 262, 328 54. 78 
1 3, 049, 616 1, 130, 247 752, 309 377, 938 37. 06 
25, 621, 077 10, 087, 475 9, 366, 896 720, 579 39. 37 
12, 814, 071 8, 719, 537 | 8, 718, 887 650 68. 05 
11, 496, 656 6, 765, 208 6, 758, 749 6, 459 58. 85 
13, 143, 705 5, 654, 416 5, 524, 931 129, 485 43. 02 
12, 934, 214 7, 470, 768 6, 277, 189 1, 193, 579 57. 76 
18, 175, 082 8, 440, 910 6, 047, 312 a | 2, 393, 598 103. 25 
58, 563, 728 37, 050, 839 I i. ee 3, 723, 771 63. 27 


—— 
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Policy year experience to Dec. 31, 1956—Continued 



































Incurred Paid losses, | 
Net direct losses, in- including | Loss reserve, Loss 
Policy year premiums | cuding allo- allocated Dec. 31, ratio 
earned cated claim claim 1956 
expense expense 
Aircraft passenger liability: 
lata eiiscsapdudies ktinastaaaed $6, 554, 584 $4, 658, 491 $4, 147, 997 $510, 494 71. 07 
Be wesestscoiecncdl ddéadebod 7, 089, 877 3, 563, 927 2, 625, 025 938, 902 50. 27 
Ds mabgpietindddt seomdhhtbindddemes 6, 278, 801 3, 919, 849 2, 992, 704 927, 145 62. 43 
Pw ccastedtdbeace wosbedatboagen 7, 442, 313 5, 608, 557 1, 737, 198 3, 871, 359 75. 36 
SE stot ede cnwesk pabaddbeaweee 1 3, 428, 590 4, 317, 248 874, 660 3, 442, 588 125. 92 
ht ccnitealic a tlnsk Nithinclisehiatnlatemnaal 30, 794, 165 22, 068, 072 12, 377, 584 9, 690, 488 71. 66 
871, 088 229, 735 192, 235 37, 500 26. 37 
915, 063 439, 114 265, 262 173, 842 47.99 
986, 754 847, 143 88, 448 758, 705 85. 85 
1, 106, 741 1, 311, 268 40, 356 1, 270, 912 118. 48 
1 726, 496 1, 210, 902 17, 520 1, 193, 382 166. 68 
TE inssicarnindciconnadiiice ui pectaemiale 4, 606, 142 4, 038, 162 603, 821 3, 434, 341 87. 67 
Aircraft property damage liability: , a = oa 
Se veiktheinik baat achigndindiabs nese 1, 346, 806 685, 951 652, 300 33, 651 50. 93 
a aaheuet 1, 420, 779 685, 351 587, 426 97, 925 48. 24 
SI iia!Ets-hsacduetiieaeecieinabenemansecaniall 1, 497, 106 1, 043, 451 441, 928 601, 523 69. 70 
SS TE ee ee al ee 1, 726, 590 710, 313 494, 899 215, 414 41.14 
SD sc dlethe sis tnctgne a hited cnammanaganiteniceteal 1 1, 229, 533 1, 551, 114 146, 243 1, 404, 871 126. 15 
A cciclint dake edonguande 7, 220, 814 4, 676, 180 2, 322, 796 2, 353, 384 64. 76 
1 Estimated earned premiums, 
FINANCIAL 


The expenses for maintaining the A. I. R. B. are met by assessments to mem- 
bers in conformity with the Bureau’s Constitution and Bylaws, Article XIV, 
which is as follows: 


“ARTICLE XIV. FEES AND ASSESSMENTS 


“The expense of maintaining the Bureau shall be paid out of funds provided 
by a pro rata assessment levied on members and subscribers based on the pre- 
miums written for the previous year on those kinds of insurance coming within 
the scope of the Bureau’s activities on such basis and in such amount as may be 
prescribed by the Executive Committee: Provided, however, That each group 
of members and group of subscribers shall pay annually a minimum assessment 
of $150 for which amount credit shall be duly allowed in calculating the assessed 
sum due from each member or subscriber. 

“The word ‘group’ for the purposes of this section shall mean affiliated com- 
panies, or companies under the same ownership, control or management which 
transact the classes of insurance over which this Bureau has jurisdiction.” 

In accordance with the above the expenses are distributed by the Associated 
Aviation Underwriters to the individual members and the assessments made by 
the A. I. R. B. are paid annually in one lump sum by the Associated. 

The A. I. R. B. rents space, and shares the office facilities, equipment and 
clerical staff of the Company Service Corporation which is a nonprofit org iniza- 
tion furnishing statistical and office services to a number of rating organizations. 
The Company Service Corporation for the use of its facilities and services is 
reimbursed by the A. I. R. B. on a proportionate basis. 

The financial affairs and records of the A. I. R. B. are audited annually by a 
firm of Certitied Public Accountants and approved by the Audit Committee. 

The A. I. R. B. operates on a fiscal year ending June 30, and following is a 
composite financial statement for the 6 years 1952-57, since the previous depart- 
ment examination. 


83077—59——56 
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Aviation Insurance Rating Bureau statement of receipts and disbursements 





Fiscal year ended June 30 
































| ' 
1952 1953 1954 1955 | 1956 | 1957 
| 
~ =p hie MM, 
Receipts: Assessments__.....- $29, 000. 00 0 $26, 000.00 | $26, 000. 00 $26, 000. 00 $29, 000. 00 
Disbursements: | aS an 
Salaries and management_} 15,000.00 | $15, 000. 00 15, 000. 00 15, 000. 00 15, 000. 00 15, 000. 00 
Clerical and mechanical_..} 10, 768. 00 10, 768. 00 9, 870. 66 10, 768.00 | 10, 768.00 10, 768. 00 
Legal (license) .....-._-..- 300. 00 325. 00 300. 00 400. 00 | 300. 00 300. 00 
hy ae 50. 00 50. 00 50. 00 50. 00 50. 00 50. 00 
Employee taxes_.........- 90. 80 108. 00 152. 20 136. 00 168. 00 271. 74 
Traveling expenses___.....}......-...-. NE hits dikcngineiniapekdedehanssesnulnbsbannncnen 
Examination, New York | 
State and California de- | 
DOTGOGE. ...-occncecns I A I Ih ccden toi te ie natin ave nencecigininmrontis a sdcnaiiaieaane 
Total disbursements_...| 28, 968. 48 26, 301. 00 25, 372. 86 26, 354. 00 26, 286. 00 26, 389. 74 
Balance of receipts over dis- Uae tT ; Feel C , al 
ne ee in cee een IS NE incineration s cdhateladiecitia aa 2, 610. 26 
Balance of disbursements over 
al care eee el nga ends oat SEO: t=. as S | 354. 00 | SD Renecwes mies 
Cash balance beginning of | 
SEE, b ct cedisircyiccecuenaila 28, 767. 59 28, 799. 11 2, 498. 11 3, 125. 25 2, 771.25 | 2, 485. 25 
Cash balance end of pe- 





| 
Si ashadhidvceduarase 28, 799. 11 2, 498. 11 3, 125. 25 2, 771. 25 | 2, 485, 25 5, 095. 51 








CONCLUSION 


Aviation insurance is subject to rate regulatory laws to some degree in only 
five states. In the other states it is exempt. 

The volatile nature of the business, the difficulties in rating which do not 
occur in most other types of insurance, the severe loss potentialities, and the 
ever-changing airplanes as evidenced by the present jet and rocket age, all tend 
toward a different rating approach than in the more conventional insurance 
fields. 

Specific rating of individual risks is used to a great extent, and even where 
classes and types have been established a broad range is provided for. 

Rating methods used in aviation insurance consists of and are governed by 
such elements and factors as judgment, both underwriting and technical; com- 
petition, both domestic and foreign, and the trial and error method. Competi- 
tion provides a leveling factor and underwriting judgment tends to keep rates 
from becoming inadequate. 

From the foregoing it is readily observed that for the time being and in the 
foreseeable future airplane risks will be necessarily rated as at present on a 
broad base and not by any definite formula. The Aviation Insurance Rating 
Bureau has performed a commendable task in establishing within the realm of 
possibility, some semblance of uniform class, type, and group rating. 

The management and the staff gave your examiner their full cooperation. 

Respectfully submitted. 

HAro_p ROTHBART, 
Associate Insurance Examiner. 
STATE OF New York, 
County of New York, 88: 


Harold Rothbart, being duly sworn, deposes and says that the foregoing sub- 
scribed to by him, is true to the best of his knowledge, information, and belief. 
Haro_p RorTHBART. 
Subscribed and sworn to before me this 24th day of February 1958. 
JOSEPH SMITH, 
Notary Public for the State of New York. 


Qualified in Bronx County, No. 03-9071700; commission expires March 30, 
1958. 
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STATE OF NEw YorE, 
INSURANCE DEPARTMENT, 


Albany, N. Y. 
APPOINTMENT No, 14516 


I, Leffert Holz, Superintendent of Insurance of the State of New York, do 
hereby appoint Harold Rothbart as a proper person to examine into the affairs 
of the Aviation Insurance Rating Bureau, of New York, N. Y., and to make a 
full report to me in writing as to the methods and manner of operating the 
said Bureau. 

In witness whereof I have hereunto set my. hand and affixed the official seal 
of this department at the city of Albany, this 10th day of October 1957. 


LEFFERT Ho1rz, 
[SEAL] Superintendent of Insurance. 
By JAMES G. HEFFERMAN, 
Deputy Superintendent. 


STATE OF NEw York, 
INSURANCE DEPARTMENT, 
New York, August 19, 1958. 
Re Aviation Insurance Rating Bureau. 
Mr. DonaLp P. McHuea, 
Counsel, Antitrust and Monopoly Subcommittee, United States Senate, 
Washington, D. C. 

Dear Mr. McHvueH: As requested, we are enclosing photo copies of the corre- 
spondence in connection with transmittal and filing of the report on examination 
of the above organization dated February 3, 1958. 

We are preparing a listing of various joint underwriting associations or 
pools which probably come under the provisions of section 186 (a) of the New 
York insurance law. The list will also include some domiciled in other States 
which are well known. 

Very truly yours, 
JuLiIus S. WIKLER, 
Superintendent of Insurance. 
By JoserpH F. CoLiins, 
Chief, Rating Bureau. 


MARCH 27, 1958. 
Re report on examination, Aviation Insurance Rating Bureau, dated February 
3, 1958. 
Mr. Haroitp L. WAYNE, 
General Manager, Aviation Insurance Rating Bureau, 
New York, N.Y. 


Dear Sir: Enclosed is a copy of report on examination of your organization 
signed by Harold Rothbart on February 24, 1958. 

In accordance with the provisions of Section 30 of the New York Insurance 
Law, you are hereby notified that your organization is entitled to a hearing 
prior to the filing of the report in this Department, provided such a hearing 
is requested within 30 days after receipt of this notice. 

If no hearing is desired, kindly notify us to that effect so that the report 
may be filed at once. 

Very truly yours, 


Juttus S. WIKLER, 
Superintendent of Insurance. 
By 








Chief, Rating Bureau. 
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AVIATION INSURANCE RATING BUREAU, 
New York, N. Y., March 28, 1958. 


Re report on examination, Aviation Insurance Rating Bureau, dated February 
3, 1958. 
Hon. Jutrus S. WIKLER, 
Superintendent of Insurance, 
Department of Insurance, 
New York, N. Y. 


(Attention: Mr. J. F. Collins, Chief, Rating Bureau.) 


Dear Mr. Cottins: Thank you for your letter of March 27, enclosing a copy 
of this report. 
Pursuant to your request, you are advised that we do not desire a hearing 
on the report and that it will be in order for you to file it at once, 
Yours sincerely, 
H. L. WAYNE, General Manager. 


Aprit 25, 1958. 


Re report on examination, Aviation Insurance Rating Bureau, dated February 
3, 1958. 
Mr. Harorp L. WAYNE, 
General Manager, Aviation Insurance Rating Bureau, 
New York, N.Y. 


Dear Str: We have your letter of March 28 advising us that you do not 
desire a hearing relative to above report. Accordingly, the report has been placed 
on fie as of April 1, 1958. 

Section 31 of the New York insurance law sets forth various requirements 
with respect to filed examination reports. Compliance with said statute shall 
be effected by : 

(1) The reading of the report at the next meeting of your executive 
committee ; 

(2) The furnishing of a copy of the report to each member of the executive 
committee ; and 

(3) Furnishing this office with a transcript from the minutes of the meet- 
ing of the executive committee indicating compliance with the foregoing 
(1) and (2). 

Kindly furnish this office with 25 copies of the report for distribution to the 
5 States where you are licensed and to other State insurance departments, in- 
surance libraries, and other organizations having a special interest therein. 

Very truly yours, 
Jutius S. WIkKLeER, 
Superintendent of Insurance. 


Chief, Rating Bureau. 


AVIATION INSURANCE RATING BUREAU, 
New York, N. Y., May 29, 1958. 


Re report on examination, Aviation Insurance Rating Bureau, dated February 
3, 1958. 
Hon. Jurrus S. WIKter, 
Superintendent of Insurance, 
New York, N.Y. 
(Attention : Mr. Joseph F. Collins, Chief, Rating Bureau.) 


Dear Mr. Cotiins: Following is an excerpt from the minutes of our executive 
committee meeting which was held Tuesday, May 27, 1958: 


“REPORT ON EXAMINATION 


“Under date of May 1, 1958, the Bureau sent copies of the report on examina- 
tion dated February 3, 1958, to the members of its executive committee, and those 
present, including the newly elected members, signified that they had read it. 

“The report was reviewed in detail and the action of the management in not 
having requested a hearing was, on motion duly.made, seconded, and carried, 
ratified and confirmed.” 

Yours very truly, 
JosEPH G. BILL. 
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STATE oF NEW YORK 
INSURANCE DEPARTMENT, 
New York, August 22, 1958. 
Re pools and associations. 
Mr. DonaLp P. McHvueu, 
Counsel, Antitrust and Monopoly Subcommittee, 
United States Senate, Washington, D. C. 


DeaR Mr. McHuGH: When I was in Washington last week you asked me to 
send you a list of the various pools or joint underwriting associations. 

There are variations in the different types of operations. There are no well 
defined patterns. Many of these are not pools in the same degree as in the case 
of the U. 8S. Aviation Insurance Group or the Associated Aviation Underwriters. 
Some are considered primarily as reinsurance pools. 

The following is a list which covers the major groups of underwriting asso- 
ciations or pools in the fire, inland, and casualty fields: 


Associated Aviation Underwriters, 90 John Street, New York City. 
U. S. Aviation Insurance Group, 80 John Street, New York City. 
Mutual Aviation Underwriters, 919 North Michigan, Chicago, Ill. 
Factory Insurance Association, Hartford, Conn. 
Improved Risk Mutuals, White Plains, N. Y. 
Associated Factory Mutual Fire Insurance Cos, Providence, R. I. 
Mill & Elevator Mutual Insurance Cos., Chicago, Ill. 
Building Owners Federation of Mutual Fire Insurance Cos., Chicago, Ill. 
Food Industries Federation of Mutual Fire Insurance Cos., Chicago, Ill. 
Oil Insurance Association, Chicago, Ill. 
John G. Simmonds & Co., Inc., 111 John Street, New York, City. 
Railroad Insurance Underwriters, 55 John Street, New York City. 
Underwriters Grain Association, Chicago, Ill. 
Cotton Fire & Marine Underwriters, Memphis, Tenn, 
Cotton Insurance Association, Atlanta, Ga. 
American Negative Film Syndicate, 99 John Street, New York, City. 
Frick Fine Arts Associated Underwriters, 99 John Street, New York City. 
Kress Fine Arts Associated Underwriters, 99 John Street, New York City. 
Registered Mail Central Bureau, 55 John Street, New York City. 
Furriers Customers Reinsurance Syndicate, 99 John Street, New York City. 
Nuclear Energy Liability Insurance Association, 60 John Street, New York City. 
Nuclear Energy Properties Insurance Association, Hartford, Conn. 
Mutual Atomic Energy Insurance Pool, Chicago, Ill. 
Excise Bond Underwriters, 130 William Street, New York City. 

Very truly yours, 

JOSEPH F’. COLLINs, 

Chief, Rating Bureau. 


STEWART, SMITH & Co., INC., 
New York, N. Y., September 30, 1958. 
Mr. Donatp P. McHuaH, 
United States Senate Committee on the Judiciary, 
Subcommittee on Antitrust and Monopoly, 
Washington, D. OC. 

Dear Mr. McHucH: I have given careful consideration to your letter of Sep- 
tember 16 and have come to the conclusion that there would be very little value 
in giving you a detailed reply to all of the allegations and accusations against 
Aero Associates, Inc., that are contained in the U. 8. A. U. statement to the 
subcommittee. 

I am sure that your own records disclose by now that since Aero Associates was 
created by the American Fidelity & Casualty Co. and ourselves, the U. S. A. U. 
have done everything possible to discredit them, both in this country and in 
London, for the sole purpose of eventually eliminating them from airline com- 
petition. 

Your information will also disclose to you the same hand at work in the secre- 
tive measures preceding Aero’s sudden cessation in the market at the direction of 
the Zurich Insurance Co. It really only remains for me to put on record with 
you a few more facts which I think will illustrate some of the inaccuracies of the 
U. 8S. A. U.’s statement insofar as it concerns the purpose of our relationship with 
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Aero Associates, the business we produced for them, and its relationship to their 
total premium income and record. 
Exuisit A 


Our books disclose the following figures indicating gross premiums paid and 
losses recovered in the years between 1954 and 1957, inclusive: 


Gross pre- Losses Ratio 
miums (percent) 





$1; 187, 863.38 | $799,326.60 
936, 228. 750, 649. 92 

1, 038, 066. 78 387, 253. 12 
812, 483. 32 404, 471. 99 


3, 974, 642. 01 | 2, 341, 701. 63 





Note.—To arrive at Aero’s position, approximately 1214 percent should be deducted from the gross to 
reduce the premium to net. 


The great difference between these results and the results produced by Mr. 
Pilling clearly indicate two things. Firstly, that the proportion of their total 
premium received by Aero from us was approximately 20 percent. Secondly, 
our business in this period produced a credit balance of approximately $1,000,000. 


Exuisit B 


(1) Contents of a letter addressed to.the underwriter of the Aviation & Gen- 
eral Insurance Company, Ltd., of London by Donald Murray Stewart, president 
of Aero, dated August 25, 1953, subject matter “Admission of Aero to the Inter- 
national Union of Aviation Insurers.” 

(2) Statement regarding the premium received by Aero from Stewart, Smith 
from inception up to 1953: 

“Aveust 25, 1953. 

“Deak Linpsay: Thank you for your letter dated the 18th instant. I too am 
disappointed that the U. 8. A. I. G. should persist in their unfriendly attitude. 
It must be quite apparent to them now that we are not going out of business as 
they predicted a year or two ago and to continue this almost childish behaviour 
ill befits them as the oldest and leading American Aviation market. 

“The assertion that Aero Associates is purely an underwriting vehicle for 
Stewart, Smith is very far from the truth and shows that no intelligent or 
indeed any kind of effort has been made to get at the facts. It should be appar- 
ent in the first place that if this office were entirely dominated by Stewart, 
Smith as alleged, other big brokers would not do business with us as they would 
be in constant dread that the terms and conditions of their placings would or 
could be made available to Stewart, Smith & Co. 

“In line with your request, I attach our schedule of our gross writings since 
inception. Of the total amount of $8,365,244.37 gross premium written, Stewart, 
Smith were responsible for $1,654,264, or 19.78 percent. It is, I believe, entirely 
relevant to point out that when Aero was formed in 1949, Stewart, Smith had 
had on their books for 2 or 3 years previously the Braniff and Colonial Airlines 
risks, consequently Aero could not have been a ‘vehicle’ for these two airlines, 
If, therefore, the premium income from these two airlines is omitted, the total 
premium from Stewart Smith to Aero since inception is only $680,577. 

“On the basis of business actually produced because of the existing of Aero, 
here is how the score goes: 


Marsh & McLennan $1, 429, 027 
Associated Agencies 1, 200, 000 
Cauley & Martin 878, 682 
Stewart, Smith ; 680, 577 
Frank B. Hall 530, 150 
Griswold & Co 250, 000” 


6, het FF be PP 
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Exuisir © 
Showing the directors and officers of Aero Associates since 1949: 
1949 
DIRECTORS 


Stanley B. Markel (American Fidelity). 
Samuel R. Feller (counsel to above). 
Converse D. West (Aero employee). 
Donald M. Stewart (Aero employee). 
Gilbert D. Holcomb, Jr. (Aero employee). 


OFFICERS 
Converse D. West, President. 
Stanley B. Markel, Vice President and Secretary. 
Donald M. Stewart, Vice President (Aero employee). 
Mrs. Charlotte Murphy, Treasurer (American Fidelity). 
Frank G. Fausel, Assistant Secretary (Aero employee). 
Miss Emily Huff, Assistant Treasurer (Aero employee). 


1950 


DIRECTORS 

Stanley B. Markel. 

Milton L. Markel (American Fidelity). 

Samuel R. Feller. 

Donald M. Stewart. 

John T. Byrne (Talbot, Bird, representing Eagle Star). 


OFFICERS 

Donald M. Stewart, President. 

John T. Byrne, Vice President. 

Gilbert D. Holcomb, Jr., Vice President (Aero employee). 

Milton L. Markel, Vice President and Secretary. 

Converse D. West, Vice President. 

William 8S. Collins, Vice President and Assistant Secretary (Stewart, Smith 
& Co., Inc.). 

Mrs. Charlotte Murphy, Treasurer. 

Miss Emily Huff, Assistant Treasurer. 


1951 
DIRECTORS 
Stanley B. Markel. 
Milton L. Markel. 
Samuel R. Feller. 
Donald M. Stewart. 
John T. Byrne. 
OFFICERS 


Donald M. Stewart, President. 

John T. Byrne, Vice President. 

Gilbert D. Holcomb, Jr., Vice President. 

Milton L. Markel, Vice President and Secretary. 

Raymond C. Thompson, Assistant Secretary (Aero employee). 
Howard G. Heil, Assistant Secretary (Aero employee). 

Mrs. Charlotte Murphy, Treasurer. 

John H. Hammond, Assistant Treasurer (Aero employee). 


1952 


DIRECTORS 
Stanley B. Markel. 

Milton L. Markel. 

Samuel R. Feller. 

Donald M. Stewart. 

John T. Byrne. 
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1952—Continued 


OFFICERS 
Donald M. Stewart, President. 
John T. Byrne, Vice President. 
Gilbert D. Holcomb, Jr., Vice President. 
Milton L. Markel, Vice President and Secretary. 
Raymond C. Thompson, Assistant Secretary. 
Howard G. Heil, Assistant Secretary. 
Mrs. Charlotte Murphy, Treasurer. 
John H. Hammond, Assistant Treasurer. 
C. Anthony Winser, Vice President (Aero employee). 


1953 


DIRECTORS 
Stanley B. Markel. 
Milton L. Markel. 
Samuel R. Feller. 
Donald M. Stewart. 
John T. Byrne. 

OFFICERS 

Donald M. Stewart, President. 
John T. Byrne, Vice President. 
Gilbert D. Holcomb, Jr., Vice President. 
€. Anthony Winser, Vice President. 
Milton L. Markel, Vice President and Secretary. 
Raymond C. Thompson, Assistant Secretary. 
Howard G. Heil, Assistant Secretary. 
Mrs. Charlotte Murphy, Treasurer. 
John H. Hammond, Assistant Treasurer. 
G. G. MacIntosh, Assistant Secretary (Aero employee), to replace R. OC, 

Thompson. 

1954 


DIRECTORS 
Stanley B. Markel. 
Milton L. Markel. 
Samuel R. Feller. 
Donald M. Stewart. 
John T. Byrne. 
OFFICERS 
Donald M. Stewart, President. 
John T. Byrne, Vice President. 
Gilbert DP. Holcomb, Jr., Vice President. 
C. Anthony Winser, Vice President. 
Milton L. Markel, Vice President and Secretary. 
Howard G. Heil, Assistant Secretary. 
Mrs. Charlotte Murphy, Treasurer. 
John H. Hammond, Assistant Treasurer. 


Notre 1.—It will be seen that with the exception of the year 1950, Stewart, 
Smith had no representation in either the directorate or officers of Aero Associ- 
ates. The reason for the appearance of William Collins in 1950 was because in 
that year there was a personnel disagreement between the incoming and out- 
going President and he was put in for a short period to watch our stockholding 
interest. He was not reelected in the following year when the cause of the 
trouble was eliminated. 

Norte 2.—The above statement might seem to be in conflict with the testimony 
I gave with regard to Stewart, Smith and the management of Aero. I realize 
that if the above facts had been presented, it could have inferred that we had 
no part in the conduct of Aero’s business, which would have been misleading. 
It is factual, however, that we exercised no direction or control in their under- 
writing policy which was worked out by their chief underwriter, Donald 
Murray Stewart, and confined ourselves to matters of finance and the placement 
of their reinsurance contracts which is a specialized part of our own insurance 
operation. 

I think the information contained above is sufficient evidence that our sole 
interest and endeavors were to make a profit for the companies in the Aero 
group and, above all, to preserve them as an independent carrier for American 
airline business. Their sudden exit from the field is a blow to the existence 
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of a gennine competitive market, but we fully intend to make another try to 
reestablish this situation as soon as an opportunity offers itself. 
With best regards. 
Yours sincerely, 


G. J. Stewart, President. 


STaTe oF New York, 
INSURANCE DEPARTMENT, 
New York, March $, 1948. 
To Fire and Casualty Insurers Licensed in New York, Transacting Aircraft Hull 
and Liability Insurance: 


In the past the Board of Aviation Underwriters has been acting as statistical 
agent for this Department in connection with the collection of premium and loss 
experience on aircraft hull and liability insurance. The personnel who per- 
formed this work were employees of the Aero Insurance Underwriters which is 
discontinuing operations. 

We are designating the Company Service Corporation (an organization serving 
the Inland Marine Insurance Bureau and other insurance associations at 99 John 
Street, New York, N. Y.) as our statistical agent to take over the collection of 
these statistics and to make consolidated reports. We are also designating the 
Transportation Insurance Rating Bureau as statistical agent with respect to the 
collection of such experience from mutual and related companies and the 
consolidation thereof for reporting to the Company Service Corporation. 

The aviation statistics are for countrywide experience broken down by general 
groupings of coverage with five or six broad classifications within each of the 
major coverages. Forms and instructions will accompany the Annual Calls. 
Affiliated companies and underwriting groups may report their combined 
experience. 

WaALTer F. MARTINEAU, 
Deputy Superintendent of Insurance. 


Share of net direct premiums written by stock companies in the United States 








{In percent] 
USAIG Associated Aero 

ON tet ee tk Je 35. 03 51. 35 8. 22 
eI RR a RI ER ca 21. 65 53. 79 10. 03 
oe es ee eee) ee 31.11 47.81 9.75 
ce a ee eee ee 27.21 47.27 12. 66 
ee fee a oe 29.73 | 46. 12 16. 00 
eo ee ee ee ee eee 28. 98 | 49. 04 10. 55 

ene | Re SS ON 78. 02 NOS. 

——_____} 
I i eae ie oe Ne 88. 57 


Source: From statistics filed with Company Service, Corp., statistical agent for New York State. 


Share of net direct premiums written by stock companies in the United States 
for scheduled airlines 











| 
| USAIG | Associated | Aero 
44.97 | 48. 46 | 5.56 
14. 12 | 70. 53 | 9. 49 
33. 88 | 56.31 | 7.75 
31. 74 57.18 | 9.92 
39. 34 | 48. 33 | 9.79 
33. 39 | 55. 72 8. 49 


Source: From statistics filed with Company Service Corp., statistical agent for New York State. 
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CoMPANY SERVICE Corp., 
New York, N. Y. 


AVIATION STATISTICS—CLASSIFIED RESULTS ON WRITTEN BasIs, 
Poricy YEARS 1952 To 1956, INCLUSIVE 


Results compiled by the Company Service Corp. as statistical agent for the 
Insurance Department of the State of New York. 

Compilations represent’ the experience of stock companies only. The written 
premiums for the policy year 1956 on the attached statements have not been 
adjusted to an earned-premium basis. The insurance department advises that 
no publication of these figures is contemplated. See separate tabulation in sum- 
mary form which will be released to trade papers. 


All stock companies combined—Policy year experience to Dec. 31, 1956 


SCHEDULE NO. 1 (SUMMARY OF SCHEDULES 1A, 1B)—AIRCRAFT HULL 
(COMBINED) 


Incurred Paid losses 
Net direct losses in- including | Loss reserve, Loss 
Policy year premiums | cluding allo-| allocated | Dec. 31, 1956| ratio 
written cated claim claim ex- 


© 
3 
3 
8 


& 
So 
a 


$167, 293 
938, 248 
647, 135 


SEE 


g 


1, 752, 676 


2 
s 
8 





400 

4, 100 
12, 500 
250, 939 
1, 340, 089 1, 198, 046 


58 


e 


4 
4 
5, 149, 
5, 
5, 


8 


9, 843, 346 1, 465, 985 


1, 216, 394 500 | 
2, 625, 169 2, 359 
1, 043, 385 7, 705 
1, 517, 435 195, 700 
731, 463 601, 412 


| 7,941,522 | 7,133, 846 807, 676 


147, 469 147, 469 
394, 218 394, 218 
268, 997 268, 922 

50, 546 22, 246 
200, 170 152, 370 


1, 061, 400 985, 225 


410, 653 410, 153 
690, 259 689, 959 300 
755, 995 734, 820 21,175 
857, 068 814, 348 42, 720 
836, 503 559, 360 277, 143 


3, 550, 478 3, 208, 640 341, 838 


10, 202, 131 10, 200, 731 1, 400 

9, 148, 451 9, 141, 692 6, 759 

7, 772, 080 7, 563, 332 208, 748 

18, 362, 930 10, 444, 495 8, 988, 588 1, 455, 907 
18, 906, 622 9, 571, 157 | 6, 799, 621 2, 771, 536 


91,866,729 | 47,138,314 | 42, 693, 964 4, 444, 350 | 


%| SISSS 
3|Srsee 
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All stock companies combined—Policy year experience to Dec. 31, 1956—Con. 
SCHEDULE NO. 1A—GROUND COVERAGES 












































Incurred Paid losses 
Net direct losses in- including | Loss reserve, Loss 
Policy year premiums | cluding allo-| allocated Dec, 31, 1956 ratio 
written cated claim claim ex- 
expense pense 
Scheduled airlines: 
Ss sian acsteteinninits erence penalised $2, 334, 366 $460, 653 SE iendncamacagen 19. 73 
RT. dqunanenokneanegiiningnlaed: 2, 136, 078 189, 594 BE Riser, acadieicicene 8 88 
Dh. datinehbbtcocecsdalndlindbee 2, 027, 736 532, 320 476, 232 $56, 088 26. 25 
Sls dudtibebechecaccepdbntdindnes 1, 915, 009 1, 064, 594 899, 037 165, 557 55. 59 
BE seGbbeltbsccecancdtiediidane 2, 091, 973 66, 927 1, 902 65, 025 3. 20 
TF iicbidnst sons) te sles 10, 505, 162 2, 314, 088 2, 027, 418 286, 670 22 03 
1, 645, 554 332, 677 332, 427 250 20. 22 
1, 859, 539 827, 836 Se Bin cccn manners 44 52 
1, 953, 626 707, 822 696, 522 11, 300 36 23 
1, 798, 033 1, 172, 343 1, 127, 154 45, 189 65 20 
1, 677, 577 462, 480 236, 203 226, 227 27. 57 
Re Ocbhbntccccndidh addon 8, 934, 329 3, 503, 158 3, 220, 142 283, 016 39. 21 
Flying services: “i 
ah Do iessisicemcmainaheabilidseme 790, 823 412, 259 CE Tiwavcdenuaucec 52.13 
SE ted a nwawecchaiiinmiiniinna 868, 565 641, 563 SME Tinie ssante pagination 73. 86 
EES Ee ae 813, 212 452, 749 446. 549 6, 200 55. 67 
i danknettiicncessbandibdindedwan 809, 318 442, 741 405, 388 37, 353 54 71 
BU dckibtiebiducskcaschibcebinooss 665, 717 271, 404 214, 018 57, 386 40. 77 
inns ecb inciindpen 3, 947, 635 2, 220, 716 2, 119, 777 100, 939 56. 25 
Manufacturers: — Sa 
i isn, tacnrs ectncininesitinntgmpelieiitinaliesabindetnen 322, 555 86, 945 EE Ris xchaeconewesancene 26 96 
nd cadnbetdsduend maiden 279, 591 387, 912 BE Bicacnenccdumnnn 138 74 
ON lr rn la sg eR a ite 381, 295 78, 689 DE Eon nccwcanees 20. 64 
Bd tidbakienenencdintestioosees 335, 581 10, 527 BEE Bs nnnsancndeciet 3.14 
Be dabcbdlgncccncspdibdewccces 183, 502 157, 678 148, 678 9, 000 85. 93 
Ge sethceccesstbdkdilicnes 1, 502, 524 721, 751 712, 751 9, 000 48 04 
Private pleasure risks: . . a 
I di eaten tetnvtcinegeentdellit dilaton 562, 554 190, 060 189, 560 500 33. 79 
EE aaa RS SE 588, 834 336, 338 336, 038 300 57. 12 
SA ME ks cmmenaneiiaaiiihana: 578, 417 346, 084 340, 409 5, 675 59. 83 
i d+ dibs cecseoprabtibaiiborecs 570, 775 283, 522 269, 293 14, 299 49 67 
St a cbislchitinccncapabiiedlincans 594, 249 171, 758 151, 508 20, 250 28. 90 
bith none sb éieciibeekos 2, 894, 829 1, 327, 762 1, 286, 808 40, 954 45. 87 
All combined: rT nN ™ 
ee 5, 655, 852 1, 482, 504 1, 481, 844 750 26. 21 
Ss di atiilvatibbenpnsdncrioetndiiiesddlinindines 5, 732, 607 2, 383, 243 2, 382, 943 300 41. 57 
i oi le EE oh las ene 5, 754; 286. 2, 117, 664 2, 038, 401 79, 263 36 80 
Ss. tebialiicehonscetiienittindhes 5, 428, 716 2, 973, 727 2, 711, 399 262. 328 54. 78 
dcitn-—ailindhanncidedincebindbes 5, 213, 018 1, 130, 247 752, 309 377, 938 21. 68 
Ns hiki ak onenn ince dae 27, 784, 479 10, 087, 475 9, 366, 896 720, 579 36. 31 
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All stock companies combined—Policy year experience to Dec. 31, 1956—Con. 


Policy year 


Net direct 
premiums 
written 


Incurred 
losses in- 
cluding allo- 
cated claim 
expense 





Scheduled airlines: 
1952 


SCHEDULE NO. 1B—CRASH COVERAGES 


Paid losses 
including 
allocated 
claim ex- 

pense 


Loss reserve, 
Dec. 31, 1956 


Loss 
ratio 





$6, 630, 77 
3, 057, 150 
2, 802, 458 
2, 990, 670 | 
4, 014, 437 | 





2, 474, 772 
2, 987, 122 
3, 196, 280 
3, 811, 842 
4, 303, 936 


1, 024, 674 
1, 216, 336 


1, 818, 102 
1, 351, 635 


_6, 6, 825, $36 


319, 439 
678, 450 
1, 069, 974 
765, 698 
444, 255 


8, 277, 816 


369, 820 
469, 753 
530, 014 


1, 076, 145 


3, 145, 849 


12, 814, 071 
11, 496, 656 
13, 143, 705 
12, 934, 214 
13, 693, 604 





64, 082, 250 


16, 773, 952 | 


1, 114, 589 | 


700, 117 | 


1, 003, 011 
1, 361, 866 


1, 823, 448 
2, 075, 655 


804, 635 
1, 985, 965 
598, 341 


1,061, 471 


353, 921 
409, 911 
573, 546 
664, 745 


8, 719, 537 
6, 765, 208 
5, 654, 416 
7, 470, 768 
8, 440, 910 


1, 542, 193 


Mh hen 173. | 


1, 270, 394 | 





339, «9 


220, 593 | 


2, 222,716 | 


1, 495, 489 


1, 002, 861 
1, 357, 766 
1, 540, 993 
1, 617, 698 
1, 103, 886 


4, 623, 204 


804, 135 
1, 983, 606 
596, 836 | 
1, 112, 047 
517, 445 | 


5, 014, 069 


60, 524 | 


6, 306 
190, 233 | 
11,719 | 

3, 692 | 


72,474 | 





220, 593 | 
353, 921 
394, 411 | 
545, 055 | 
407, 852 | 


1, 921, 832. 


8, 718, 887 a 
6, 758, 749 | 
5, 524, 931 
6, 277, 189 
6, 047, 312 


=e 


“| 


= 


$111, a 
772, 691 
582, 110 | 


4 466, 006 | 


1, 182, 969 
500 
2, 359 | 
1, 505 | 
158, 347 
544, 026 





38, 800 | 


67,175 


15, 500 | 
28,491 | 
256, 893 | 


650 

6, 459 
129, 485 | 
1, 193, 579 | 
2, 393, 598 | 


300, 84 | 











37, 050, 839 


"83, 327, 068 | 


a 
3, 723, 771 
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All stock companies combined—Policy year experience to Dec. 31, 1956—Con. 


SCHEDULE NO. 2 (SUMMARY OF SCHEDULES 2A, 4B, 2C)—AIRCRAFT PASSENGER, 
PUBLIC AND PROPERTY DAMAGE LIABILITY (COMBINED) 
























































Incurred Paid losses 
Net direct losses in- including | Loss reserve, Loss 
Policy year premiums | cluding allo- allocated | Dec. 31, 1956 ratio 
written cated claim claim ex- 
expense pense 
ee air lines: 
$4, 156, 173 $3, 688, 125 $468, 045 83. 80 
2, 567, 520 1, 873, 147 694, 376 49. 11 
3, 043, 029 2, 233, 244 809, 7 64. 78 
6, 184, 018 1, 783, 405 4, 400, 613 106. 50 
4, 578, 419 133, 360 4, 445, 059 172. 48 
20, 529, 159 9, 711, 281 10, 817, 878 87. 93 
} 
214, 922 171, 922 43, 000 15. 91 
555, 514 436, 261 119, 253 32. 97 
2, 082, 236 728, 986 1, 353, 250 109. 75 
643, 515 222, 491 421, 024 27.90 
1, 731, 798 838, 325 893, 473 71. 01 
5, 227, 985 2, 397, 985 2, 830, 000 54. 02 
—|— — ‘meee LSB 
virus ory ices: 
pad ttubbecsacespcabn peebens 1, 517, 220 1, 038, 249 998, 649 39, 600 68. 43 
oe eb elb ncnewnbsdbeduebwes 1, 442, 318 1, 177, 387 833, 247 344, 140 81. 63 
ee Ps | ee 1, 117, 903 522, 079 412, 039 110, 040 46.70 
sede Oe Mi aninniccpd tihninewns 1, 117, 733 587, 189 176, 953 410, 236 52. 53 
a an a tar 1, 127, 141 470, 211 38, 401 431, 810 41.72 
WE ewatredcwacinesuecteaeOe 6, 322, 315 3, 795, 1 115 2, 459, 289 1, 335, 826 60. 03 
Manufacturers 
alicia inintetiriaralpe dteaaiaacienia 218, 581 3, 544 fe 1.62 
ahh iri hciecinniiemwheniiest wienairners 273, 414 30, 540 28, 690 BY 850 11.17 
Sect apsdileiprasioepatiglnests abesnibatadahoniooneeibia 269, 632 10, 671 8, 941 1, 73 3. 96 
I Aalici el nebssitenss nncssestbiieelicnainlaadesla 215, 316 47,117 10, 307 36, 810 21. 88 
DECC Stcscascecs]soupacecaesasee 145, 755 9, 771 7, 321 2, 450 6.70 
a dbadd tbe Stk cneccwees 1, 122, 698 101, 643 58, 803 42, 840 9.05 
Private pleasure risks: 
Si haletbligretatinsetswrwrinerebelicghcelatint 725, 493 161, 292 130, 292 31, 000 22. 23 
Pe helt inc cmmuioddiedaldeures 797, 265 357, 428 306, 378 51, 050 44. 83 
RE ae ee 780, 625 152, 428 139, 860 12, 568 19. 53 
cada GRO lnc eres wirncete lees scr 829, 451 168, 299 79, 297 89, 002 20. 29 
Se eee 1, 018, 676 289, 065 21, 016 268, 049 28. 38 
icaiGindinmpitenasawdea 4, 151, 510 1, 128, 512 76, 843 451, 669 27.18 
All combined 
SR ee ee ee 8, 772, 478 5, 574, 177 4, 992, 532 581, 645 63. 54 
RR ee SE 9, 425, 719 4, 688, 392 3, 477, 723 1, 210, 669 49.74 
ng didn el vbdewncep tiem bunphon 8, 762, 661 5,810, 443 3, 523, 070 2, 287, 373 66. 31 
Se RS aes ee 10, 275, 644 7, 630, 138 2, 272, 453 5, 357, 685 74. 25 
DDG igs iw Sccndscrcedcanccascoed 7 , 882 7, 079, 264 1, 038, 423 6, 040, 841 95. 86 
rie ead cna 44, 621, 384 30, 782, 414 15, 304, 201 14, 578, 213 68. 99 
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All stock companies combined—Policy year experience to Dec. 31, 1956—Con. 
SCHEDULE NO. 2A—AIRCRAFT PASSENGER LIABILITY 
Incurred Paid losses 
Net direct losses in- including | Loss reserve, 


Policy year premiums | cluding allo-| allocated Dec. 31, 1956 
written cated claim claim ex- 


Scheduled airlines: 


$3, 275, 914 
1, 514, 421 521, 249 
1, 940, 042 755, 020 
1, 459, 898 3, 186, 844 
69, 085 2, 344, 796 


8, 250, 360 7, 269, 903 











108, 426 38, 000 
309, 714 100, 878 
618, 142 113, 100 
189, 699 335, 750 
1, 374, 482 810, 562 563, 920 


6, 161, 120 3, 188, 191 2, 036, 543 1, 151, 648 








970, 072 693, 018 682, 518 10, 500 
869), 562 920, 810 626, 560 294, 250 
577, 043 367, 807 320, 932 46, 875 
64, 001 349, 059 63, 907 276, 152 
544, 041 369, 842 1, 745 368, 097 


3, 556, 619 1, 695, 662 995, 874 








85, 961 
77, 374 
70, 121 
40, 990 














4, 658, 491 

3, 563, 927 25, 938, 992 
3, 919, 849 927, 145 
5, 608, 557 7, 3, 871, 359 
4, 317, 248 3, 442, 588 


22, 068, 072 12, 377, 584 9, 690, 488 
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All stock companies combined—Policy year experience to Dec. 31, 1956—Con. 
SCHEDULE NO. 2B—AIRCRAFT PUBLIC LIABILITY 

















Incurred Paid losses 
Net direct losses in- including Loss reserve, Loss 
Policy year premiums | cluding allo- allocated Dec, 31, 1956 ratio 
written cated claim claim ex- 
expense pense 





Schec vled air lines: 















$233, 406 $39, 474 $36, 974 $2, 500 16. 01 
194, 616 141, 794 32, 727 109, 067 72. 86 
242. 640 18, 786 14, 136 4, 650 7.74 
306, 779 1, 141, 063 10, 823 1, 130, 240 371. 95 
131, 705 | ae 999, 032 758. 54 







, 109, 146 2. 340, 149 94, 660 2, 245, 489 | 210. 99 


— 























147, 296 37, 792 32, 792 \ ‘ 

193, 039 28, 364 22, 364 6, 000 14 69 
231, 563 787, 270 66, 270 721, 000 339. 98 
329, 065 55, 755 2, 958 52. 797 16. 94 
328, 170 97, 743 393 97, 350 29. 78 





124, 777 








a ddhekdaticnew ica vds ; 106, 165 }.......-. oe 
iad tied pian dens ~) aka Saab one 267, 486 135, 666 104, 391 31, 275 50.72 
is soe ah get dase arte Nats pete annnst 247, 286 38, 385 5, 385 33, 000 15 52 


RF a 220, 579 83. 846 12, 346 71, 500 38 01 
. 11, 596 














i etndenscasbdewmidee wis 1, 242, 670 238, 873 


























lie di6e 68cshbeS SOS ed Rhee done 61, 661 29 Phin cacneseanens ; 
‘ 65, 128 5, 560 Bi docsnncensaasd 8 54 
68, 927 1, 660 1, 605 55 2 41 
64, 068 9, 749 1,124 8, 625 15. 21 
43, 750 BPO Ioewnewetiawpns 500 1.14 





ae Ubiwenenwabletbiehowns 303, 534 















2 A eee ee 176, 68% 





SEs dip bdbusecccesecebanboncs 194, 794 127, 730 100, 230 27, 500 65. 57 

iin deSeh dkecctnconbune he iheces 196, 338 1, 042 Ee cceccestgenans . 53 

E> ceftedigesneccenipboubeonss 186, 250 20, 855 13, 105 7, 750 11 26 
fedchdadalecuneneheuehtthuene 248, 721 \ d 





peu dtiewneowsbdedediuense 1, 002, 786 284, 643 137, 193 147, 450 28 39 





















871, 088 192, 235 37. 500 

915, 063 439, 114 265, 262 173, 842 | 47 99 
986, 754 847, 143 88, 448 758, 705 | 85 85 
} 1, 106. 741 1, 311, 268 40, 356 1,270,912 | 118 48 
1, 007, 623 1, 210, 902 17, 520 1,.193,382.| 120.17 
2 





PRD ik eicintwnssadeebestsse- 4, 887, 269 4, 038, 162 603, 821 3, 34, 341 82. 63 
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All stock companies combined—Policy year experience to Dec. 31, 1956—Con. 
SCHEDULE NO. 2C—AIRCRAFT PROPERTY DAMAGE LIABILITY 


Policy year 


Net direct 
premiums 
written 


Incurred 
losses in- 
cluding allo- 
cated claim 
expense 


$378, 788 
390, 059 
329, 181 
396, 213 

1, 174, 506 


2, 668, 747 


Paid losses 
including 
allocated 


Loss reserve, 
Dec. 31, 1956 








326, 923 


1, 523, 026 


88, 081 
122, 325 
123, 331 

81, 127 

61,015 


475, 879 


30, 704 
116, 558 
563, 724 

62, 311 
259, 573 


1, 032, 870 


240, 076 
120, 911 
115, 887 
163, 284 

74, 473 





236, 665 | 


210, 976 
102, 296 
85, 722 
100, 700 
25, 060 
524, 754 


3, 492 
23, 003 
7, 259 
9, 183 
7, 321 











193, 271 





31, 891 
31, 945 
25, 307 
42, 498 
13, 217 


144, 858 








685, 351 
1, 043, 451 
710,813 
1, 551, 114 


4, 676, 180 


652, 300 
587, 426 
441, 928 
494, 899 
146, 243 








2, 322, 796 
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All stock companies combined—Policy year experience to Dec. 31, 1956—Con. 


SCHEDULE NO. 3—MISCELLANEOUS 


AVIATION COVERAGES 

































































j oe E 
Incurred Paid losses 
Net direct | losses in- including | Loss reserve | Loss 
Policy year premiums | cluding allo-| allocated | Nov. 30,1957 | ratio 
| written | cated claim claim ex- | 
expense pense 
saa ls eaetaaseit " = -|—_____—_|___ aide 
Airport P. L. and P. D.: 
1952 kedts Stietacidghpoqeriel $659, 874 | $349, 486 $251, 536 | $97, 950 | 52. 96 
1953 pickadid a naslanieceeimeinaadnae 758, 671 | 460, 669 259, 514 201, 155 60. 72 
1954 = Cancel 812,121 | 473, 788 196, 780 | 277, 008 58. 34 
1955 hadhineonasenhal 977, 059 566, 407 174, 864 391, 543 | 57. 97 
a Se Se 929, 333 365, 171 37, 433 | 327, 738 | 39. 29 
RN ae a ee 4, 137, 058 2, 215, 521 920, 127 | ve 295, 394 | 53. 55 
[a =} === = Ss === = 
Products liability: | 
1952 inkee-ateere=peesesesibanel 1, 760, 703 471,095 139, 074 332, 021 | 26. 76 
1953 butetemnadden san sbee | 1, 838, 343 1, 135, 089 139, 239 995, 850 | 61.75 
1954 kik pieiradce ss esl sine neeaiee .| 2, 146, 772 410, 409 | 68, 409 | 342, 000 | 19. 12 
EM i tienes en ete ARN < 1, 887, 276 431, 901 | 61, 774 370, 127 | 22. 88 
1956 ad 1, 615, 981 155, 199 | 11, 289 | 143, 910 9. 60 
(— |— —-— -| |— 
Total ‘i of 9, 249, 075 2, 603, 693 | 419, 785 {_ * 183, 908 | 28.15 
Personal accident (individual and | — = ie ae rs 
group): } | 
1952. 2 3, 851, 224 | 390, 800 | 381, 910 | 8, 890 
1953 4,039, 915 | 1,359,966 | 1,345, 955 14,011 | 
1954 S ecuaiee 3, 852, 821 | 512, 540 | 486, 725 | 25, 815 
1955 : = 4, 579, 940 1, 331, 447 1, 167,779 | 163, 668 
1956 . | 4, 646, 027 he 1, 671, 231 | 917,191 | 754, 040 
Total Stetiasa 20, 969, 927 | 5, 265, 984 ‘ 299, 560 | 96, 424 
Hangar keepers: | “i er | 
1952 op aniaeit 163, 245 | 46,001 | 42, 501 | 3, 500 | 28.18 
1953 ‘jonsinaielaiatianiet 198, 458 65, 168 | 63, 223 | 1, 945 32. 84 
1954 ; 1 gactienmdiad 241, 276 | 39, 135 | 37, 580 | 1, 55£ 16. 22 
1955 ial 264, 246 | 99,178 73, 407 | 25, 77 37. 5 
1956 : 260, 477 | 22, 652 10, 004 | 12, 648 8. 70 
Total 1, 127, 702 | 272, 134 | 226, 715 45, 419 24.13 
Baggage: ‘| 
1952 6, 967 | 60, 752 | 3, 000 915. 06 
1953 26, 283 46, 233 | 3, 250 188. 27 
1954 36, 909 22, 807 32, 700 150. 39 
1955 88, 642 35, 821 25, 980 69.7 72 
1956 8, 864 13, 284 
Total 396, 177 7 252, 691 174, 477 78, 214 
Total, schedule: 
a ; : 6, 442,013 | 1, 321, 134 875, 773 445, 361 20. 51 
195: atte caniohnn ; 6, 861, 670 3, 070, 375 1, 854, 164 | 1, 216, 211 44.75 
1954 Seciepcatentinainchaaiaiad eal 7, 089, 899 1, 491, 379 812, 301 679, 078 21. 04 
Pr a dodanie 7, 797, 163 | 2. 190, 734 1, 513, 645 977, 089 31. 94 
SB lel lA gee . 7, 689, 194 2, 236, 401 984, 781 1, 251, 620 29. 08 
da ee 35, 879, 939 10, 610, 02% 6, 040, 664 4, 569, 359 29, 5 57 
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THE INSURANCE INDUSTRY 


COMPANY SERVICE Corp., 
New York, N. Y. 


AVIATION STATISTICS—CLASSIFIED RESULTS ON WRITTEN BASIS, POLICY YEARS 
1953 To 1957, INCLUSIVE 


Results compiled by the Company Service Corp. as statistical agent for the 
Insurance Department of the State of New York. 

Compilations represent the experience of stock companies only. The written 
premiums for the policy year 1957 on the attached statements have not been 
adjusted to an earned-premium basis. The insurance department advises that 
no publication of these figures is contemplated. See separate tabulation in sum- 
mary form which will be released to trade papers. 

Note as to aircraft passenger liability statistics (scheduled airlines) for the 
policy year 1948: 

By reason of the decision of the Supreme Court in a case arising out of the 
collision of an Eastern Airline DC—4 with a military plane flown by a Bolivian 
pilot, reserves were required to be increased during the year 1953 through 1957 
by a total of $2,106,267. 

The statistical report filed in 1953, showed for the year 1948, net direct pre- 
mium written, $2,605,008 ; incurred losses, $703,154, and a loss ratio 26.99 percent. 
Corrected to reflect the aforementioned increase in reserves the 1948 incurred loss 
figure totals $2,809,421 and the loss ratio becomes 107.85 percent. 

The loss ratio for the 5-year period 1948 through 1952 is also increased from 
64.88 to 76.81 percent for scheduled airlines and from 57.71 to 65.25 percent for 
all aircraft passenger liability combined. 


All stock companies combined—Policy year experience to Dec. 31, 1957 
SCHEDULE NO. 1 (SUMMARY OF SCHEDULES 1A, 1B)—AIRCRAFT HULL (COMBINED) 


Incurred Paid losses 
Net direct losses in- including Loss reserve, Loss 
Policy year premiums | cluding allo- allocated | Dec. 31, 1957 ratio 
written cated claim claim ex- 
expense pense 


Scheduled airlines: 
1953 
1954___ 
1955 
1956 , L i ( f 
1957_ - 9, 494, 5, 018, , 947, 521 | 


Total 7, ; 28, 217, 23, 454, 544 


Industrial aid risks 
1953 
1954 
1955- ! : ' 
1956 _ - ‘ 3, 463, 81! , 242, , 039, 456 
1957. - an , 941, 67: , 068, , 275, 751 


Total - 27, ¥ i b , 637, 332 


Flying services: | 
2, 629, 419 | 
, 043, 899 | 
, 617, 230 
2, 203, 044 

701, 238 | 


Total he ee i , 064, 8, 617, 83: , 194, 830 | 


Manufacturers: 
1953... .-..- - 94, 34! 394, 345 
1954_ : - , 451, b8, 92% | |) ao 
1955... ---- -- - , 244, 38, 606 63, 609 5, 000 
i ahaccinscivecsict 977, 5! , 827, 686 , 827, 689 |....... 
1957...-------- , 00 11, 601 58, 400 
Total -....------------ ---| 5,479, 72% 2,709, 566 | 2, 566, 166 143, 400 
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All stock companies combined—Policy year experience to Dec, 31, 1957—Con. 


SCHEDULE NO. 1 (SUMMARY OF SCHEDULES 1A, 1B) 
(COMBINED)—Continued 


AIRCRAFT HULL 


Incurred Paid losses 


Net direct losses in- including Loss reserve | Loss 
Policy year premiums | cluding allo- allocated Nov. 30, 1957 ratio 


| cated claim 
expense 


written claim ex- | 


pense } } 


Private pleasure risks: 





1953___ $1, 058, 587 | $690, 555 $690, 555 65. 23 
BE dent 1, 108, 025 | 750, 691 740, 016 $10, 675 67. 75 
1955_...- 1, 267, 055 870, 966 862, 492 8, 474 68. 74 
1956__- 1, 660, 239 | 1, 469, 474 1, 363, 201 | 106, 273 88. 51 
1957__- 1, 975, 125 | 977, 370 627, 973 349, 397 | 49. 48 
Total Soave = 7, 069, 031 | 4, 759, 056 | 4, 284, 237 | 474, 819 67. 32 
All combined: | =< 
1953. _- 17, 178, 293 9, 136, 722 9, 136, 613 109 | 53.19 
1954 18, 980, 484 7, 667, 482 7, 613, 025 54, 457 | 40. 40 
1955 18, 587,119 | 10, 296, 283 10, 011, 381 284, 902 55. 39 
1956 24,573,913 | 21,793, 653 19, 812, 006 1, 981, 647 88. 69 
1957. 19, 135, 467 | 9, 088, 395 4, 564, 084 4, 524, 311 47. 50 
Total 98,455,276 | 57,982,535 | 51, 137, 109 


Scheduled airlines: 
1953 


2, 123, 302 | 








SCHEDULE NO. 1A- 


$189, 622 








-GROUND COVERAGES 






6, 845, 426 


58. 89 





$189, 622 8. 93 
1954 2, 047, 820 523, 432 | 485, 955 $37, 477 | 25. 56 
1955 _- 1, 929, 201 | 1, 088, 079 | 1, 048, 594 39, 485 | 56. 40 
1956- 3,050,661 | — 1, 865, 300 1, 402, 189 | 463, 111 | 61. 14 
1957 _ 2, 545, 412 | 1, 929, 499 53, 401 | 1, 876, 098 | 75. 80 

Total. 11, 696, 396 5, 932 | 3, 179, 761 2, 416, 171 | 47. 84 

Industrial aid risks: 
1953 1, 859, 949 | 827, 403 827, 403 | 44. 49 
1954 1, 953, 626 696, 503 | 696, 203 | 300 35. 65 
1955 1, 814, 377 | 1, 173, 118 1, 155, 954 | 17, 164 64. 66 
1956 1, 831, 412 | 646, 021 548, 014 98, 007 35. 27 
1957 1, 534, 337 | 378, 044 238, 861 139, 183 24. 64 
Total_- 8, 993, 701 | 3, 721, 089 | 3, 466, 435 | 254, 654 41. 37 
———< ———! a | — = — = —| —— | ———_— 

Flying services: | 

1953 868, 761 642, 854 642, 854 74. 00 
1954 812, 013 447, 035 445, 035 55. 05 
1955 809, 691 | 447, 204 429, 403 17, 801 | 55. 23 
1956 856, 645 | 470, 179 440, 275 29, 904 | 54. 80 
1957 648, 558 190, 029 170, 288 19, 741 | 29. 30 
Total 3 2, 197, 301 2, 129, 855 | 54. 99 


Manufacturers: 











67, 446 | 


1953 279, 591 388, 039 388, 039 138. 79 
1954 381, 295 78, 689 78, 689 20. 64 
1955 | 350, 699 87, 144 12, 144 75, 000 24. 85 
1956 | 330, 970 150, 092 150, 092 45. 35 
1957 | 213, 967 68, 803 7, 303 61, 500 32. 16 
ea | Snieenennees 

Total_. 1,! 772, 767 636, 267 136, 500 49. 65 

Private pleasure risks: 

1953 588, 835 336, 634 336, 634 57.17 
1954 578, 269 343, 848 | 343, 173 675 59. 46 
1955 ie ; eeKe 570, 240 282, 467 280, 059 2, 408 49. 53 
1956. _ - ee ai 594, 229 369, 130 344, 529 24, 601 62. 12 
1957 _ - ici 678, 140 206, 803 138, 994 67, 809 30. 50 
SR cadiniviaépenawpa } 3,009, 713 | i, 1, 443, 389 95, 493 51. 13 


All combined: 




















1953 ee 5, 720, 438 2, 384, 552 2, 384, 552 | 41. 68 
1954 5, 773, 023 | 2, 089, 507 | 2, 051, 055 38, 452 | 36. 19 
1955 | 5, 474, 208 | 3, 078, 012 2, 926, 154 | 151, 858 56. 23 
1956 6, 663, 917 3, 500, 722 2, 885, 099 | 615, 623 | 52. 53 
1957 5, 620, 414 | 2, 773, 178 | 608, 847 | 2, 164, 331 49. 34 
Total_. 29, 252, 000 13, 825, 971 10, 855, 707 47.27 

| 


2, 970, 264 | 
| 
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All stock companies combined—Policy year experience to Dec, 31, 1957—Con. 


Policy year 


Scheduled air lines: 
Tes cuso« ‘ereaeue 


Total... 


Industrial aid risks: 


Total_. 


Flying services: 


1953. . . 
1054 _ . .- 
1955... 
1956... 
1957... 
Total. 
Manufacturers: 
1953 _.. 
art Sure g 
1955 


Totals. ..- 


Private pleasure risks: 
3063... . 
1954-_- 

1955. _ - 
1956 _ . 
1957... 


Bis ntpccmimincneee 


All combined: 
1953... 


Ce 

1955... abpotiechgell 

1956 _ _ . patakbbesuain 

1957... camistenliiesa 
Total 


Incurred 
losses in- 
cluding allo- 
cated claim 


Net direct 
premiums 


SCHEDULE NO. 1B—CRASH COVERAGES 


: 
Paid losses 


including | 
allocated | 
claim ex- | 

pense 








$6, 105, 623 
7, 287, 585 
5, 821, 153 


| 
| 
| written | 
| expense 
| 


$3, 047, 817 
2, 840, 257 | 
3, 543, 306 | 


047. 817 
2, 836, 957 
3, 519, 462 






































9, 886, 901 10. 100,909 | 8, 976, 427 | 
6, 949, 204 3, 089, 100 | 1, 894, 120 | 
36, 050, 466 22, 621, 389 20, 274, 783 
SE 
| 
| 2, 987, 214 1, 357, 452 1, 357, 452 
3, 195, 976 1, 542, 273 | 1, 541, 073 | 
3, 879, 014 | 1, 771, 290 1, 744, 040 | 
4, 632, 403 3, 596, 610 3, 491, 442 | 
3, 407, 336 1, 690, 045 1, 036, 890 | 
quent see — a —— —_ 
18, 101, 943 9,957,670 | 9, 170, 897 | 
1, 216, 816 1, 986, 674 1, 986, 565 
1, 124, 170 598, 369 | 596, 864 | 
1, 821, 728 1, 263, 711 1, 187, 827 
1, 678, 098 | 1, 817, 471 | 1, 762, 769 | 
1, 227, 536 | 754, 307 | 530, 950 
7,068,348 | 6,420,532 | 6,064,975 
| | 
678, 450 6, 306 | 6, 306 
1, 069, 974 190, 233 190, 233 | 
894, 201 51, 465 51, 465 
646, 5%4 1, 677, 597 1, 677, 597 
633, 992 | 4,298 | 
1, 929, 899 
353, 921 | 353, 921 
406, 843 396, 843 
588, 499 | 582, 433 
| 1, 100. 344 | 1, 018, 672 
1, 296, 985 | 770, 567 | 488, 979 
4,059,318 | 3, 220,174 2, 840, 848 | 
| 11,457,855 | 6, 752, 170 6, 752, 061 
13, 207, 461 | 5, 577, 975 5, 561, 970 
13, 112,911 | 7, 218, 271 7, 085, 227 
17, 929,996 | 18, 292, 931 16, 926, 907 
315, 217 3, 955, 237 | 


13, 515, 053 | 6, 


69, 203,276 | 44, 156, 564 





40, 281, 402 


Loss 


$3, 300 | 


23, 844 
1, 124, 482 
1, 194, 980 


), 606 


1, 200 
27, 250 
, 168 


6, 900 


6, 900 


10, 000 

6, 066 
81, 672 
281, 588 


379, 326 


109 

16, 005 
133, 044 
1, 366, 024 
2, 359, 980 


3, 875, 162 | 


reserve 
Nov. 30, 1957 | 


, 155 | 


Loss 
ratio 


| 
49. 
60. 
102 
44 


62. 7 


103 


58 


42. 


55 
102 
46. 


38. 


. 92 


97 
Si 
. 16 


5. 44 


. 26 


5. 66 


. 64 
60 


. O1 


ead 


-45 


. 93 


76 
. 46 


37 


. 34 
80 
- 46 


» 


ae 


41 
33 


93 
23 
05 
14 
. 73 
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All stock companies combined—Policy year experience to Dec, 31, 1957—Con. 


SCHEDULE NO. 2 (SUMMARY OF SCHEDULES 2A, 2B, 2C)—-AIRCRAFT PASSENGER 
PUBLIC AND PROPERTY DAMAGE LIABILITY (COMBINED) 




































































ee ~ 
Incurred Paid losses 
Net direct losses in- including Loss reserve Loss 
Policy year premiums | cluding allo- allocated Nov. 30, 1957 ratio 
written cated claim | claim ex- 
expense pense 
Scheduled airlines: 
Re Fe Rnd $5, 225, 257 $2, 529, 073 $2, 272, 839 $256, 234 48. 40 
I i lias Bede Sia 4, 973, 087 3, 285, 997 | 2, 797, 037 488, 960 66. 08 
1955 natn seneieons eA 5, 647, 313 6, 739, 291 | 3, 291, 167 3, 448, 124 119. 34 
i -iiucns dt teudeatueetanenne 5, 270, 737 5, 969, 763 1, 202, 820 4, 766, 943 113. 26 
a es ssa a deetste Nah iaecaeta arenes | 2, 760, 207 1, 358, 006 148, 447 1, 209, 559 49. 20 
MDGRE = nesaicchescccamanensee 23, 876,601 | 19, 882, 130 9, 712, 310 10, 169, 820 83. 27 
Industrial aid risks: 
i 1, 685, 188 576, 478 472, 228 104, 250 34. 21 
RS odie ati @eeteetaatanees: 1, 886, 525 2, 011, 260 1, 873, 860 137, 400 106. 61 
1955 a oninigttaamesamimedaia 2, 321, 789 716, 987 523, 128 193, 859 30. 88 
a a aS ae eae 2, 502, 283 | 2, 331, 447 1, 433, 433 898, 014 93. 17 
II cities emi nsiee ated aaheinses Die eek aan 2, 278, 754 | 411, 735 102, 974 308, 761 18. 07 
SR nailiaascr ero seperate eae meaael | 10, 674, 539 6, 047, 907 4, 405, 623 1, 642, 284 56. 66 
, Flying services: | ant 
3 Ns as iota < Boa 1, 441, 426 | 1, 295, 976 1, 122, 386 173, 590 89. 91 
; Sica sdss michigan hae 1, 122, 303 548, 172 | 440, 401 107, 771 48. 84 
L ak 1, 101, 525 713, 006 293, 915 419, 091 64. 73 
5 Re SR RS 1, 415, 430 918, 448 288, 684 629, 764 64. 89 
3 sitap aie didioatiaaetaanaaiedl 860, 789 | 286, 111 63, 131 222, 980 33. 24 
- casas aaa 5, 941, 473 3, 761, 713 2, 208, 517 1, 553, 196 63. 31 
3 Manufacturers: 
iS a a cake ce ed 273, 414 34, 045 32, 195 1, 850 12. 45 
é' a al 269, 631 | 10, 672 8, 942 1, 730 3. 96 
16 ae ck ae 227, 512 72, 395 15, 178 57, 217 31. 82 
‘ NS a a ee a 218, 383 1, 629, 310 260, 795 1, 368, 515 746. 08 
37 NI tds cetainen os ncdnsbvenadenaniataenanpiie 187, 606 28, 299 22, 399 5, 900 15. 08 
‘ eeetrean i- | ee | arent ional 
mes Total anauteledieneaae 1, 176, 546 1, 774, 721 339, 509 1, 435, 212 150. 84 
34 Private pleasure risks: mS oe ; 
80 Re fe cette ceahedees E ata 797, 208 370, 737 315, 087 55, 650 46. 50 
46 Is dy é eatin ein essa | 774, 664 | 161, 038 140, 838 20, 200 20. 79 
22 RO 828, 204 | 151, 065 107, 500 43, 565 18. 24 
41 ES beeen cmen Lapel 1, 009, 823 | 337, 401 | 161, 062 176, 339 33. 41 
= STi trl sae tbe ccovin te Lis rcncesbnanieneniaen a a 1, 092, 039 303, 457 46, 023 257, 434 27.79 
= tino. ccauianenaiigibaatne: 4, 501, 938 1, 323, 698 | 770, 510 | 553, 188 | 29. 40 
» 93 All combined: ik: | 
2. 23 ka a a ee 9, 422, 493 4, 806, 309 4, 214, 735 | 591, 574 51. 01 
5. 05 | 9,026,210} 6,017,139 | 5, 261,078 756, 061 | 66. 66 
2. 14 | 10, 126, 343 8,392,744 | 4, 230, 888 4, 161, 856 82. 88 
6. 73 | 10, 416, 656 11, 186,369 | 3, 346, 794 | 75 107. 39 
a 7, 179, 395 | 2, 387, 608 | 382, 974 33. 26 
3. 81 ostiand —| $$$ |___ ‘dll innancenrnapiatiiaienentitilas tip inndnametil 
ae a ia 46, 171, 097 32, 790, 169 17, 436,469 | 15,353, 700 | 71. 02 
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All stock companies combined—Policy year experience to Dec. 31, 1957—Con. 


SCHEDULE NO. 2A—AIRCRAFT PASSENGER LIABILITY 


Paid losses 





























Incurred 
Net direct losses in- including Loss reserve Loss 
Policy year premiums | cluding allo- allocated Nov. 30, 1957 ratio 
written cated claim claim ex- 
ad expense pense 
Scheduled airlines: | | 
1953..... $4, 634, 516 | $2, 009, 063 | $1, 896, 690 | $112, 373 43.35 
1954_____- 4, 260, 576 | 2, 931, 376 | 2, 490, 710 440, 666 68. 80 
1065... 4, 769, 283 5, 065, 489 2, 584, 125 2, 481, 364 | 106. 21 
1956... 4, 469, 724 | 4, 401, 405 | 850, 819 3, 550, 586 | 98. 47 
1957... __- 2, 255, 927 1, 136, 682 | 48, 123 | 1, O88, 559 | 50. 39 
Total... Be 2, 390, 026, | 15, 544,015 | 7, 87 0, 467 7, 673, 548 76. 23 
Industrial aid risks: 7 “4 
1953... aa 1, 119, 045 446, 688 342, 988 | 103, 700 39. 92 
1954___ | 1, 217, 848 | 738, 497 620, 997 117 500 | 60. 64 
1955_- | 1, 412, 123 566, 832 408, 332 158, 500 40.14 
1956___ | 1, 512, 697 1, 646, 952 1, 213, 077 433, 875 108. 88 
1957... | ¥ , 468, 565 | 299, 506 | 81, 256 218, 250 2. 38 
Total_- | 6, i 731, 278 9, 666, 650 1, ,031, 825 BA. 4 
Flying services: 2 
1053... | 860, 315 | 1, 050, 812 | 913, 812 | 137, 000 122.14 
1954... 580 550 400, 703 | 338, 219 62, 484 69. 02 
1055... 584, 823 423, 313 137, 746 285, 567 72. 38 
1956___ 654, 555 630, 502 | 189, 034 441, 468 | 96. 33 
1057. ..- 461, 180 134, 914 3, 564 131, 350 29. 25 
Total_- 3 141, 423 2 640, 244 1, 58 1, 057, 869 84. 05 
Manufacturers: ' 
1953... 85, 961 127 127 | 15 
1954__. | 77, 375 1, 327 77 | 1, 250 1.72 
1955... 74, 516 | 
1956___ 45, 837 741, 661 114, 911 626,750 | 1,618.04 
1957 _ _. 69, 756 
Total_- 743, 115 115, 115 628, 000 210. 25 
Private on asure risks: a 
1953 _ 387, 375 182, 384 181, 859 525 | 47.08 
1954__. 391, 075 132, 965 114, 065 18, 900 34.00 
1955__. 414, 769 77, 698 51, 397 26, 301 18. 73 
1056___ 497, 114 | 192, 594 86, 321 106, 273 38. 74 
1957__- 562, 117 83, 7ll 10, 311 223, 400 41. 58 
Total 2, 252, 450 "819, 362 | 443, 953 | 375, 399 36. 38 
All combined: | a r rs F es 
1953 _ 7, 087, 212 3, 689, 074 3, 335, 476 353, 598 52.05 
1954__. 6, 547, 424 4, 204, 868 3, 564, 068 640, 800 64. 42 
1055... 7, 455, 514 6, 133, 332 3, 181, 600 2, 951, 732 84. 53 
1956__. 7, 179, 227 7, 613, 114 2, 454, 162 5, 158, 952 106. 03 
MeN aitceeneda 4, 818, 545 | 1, £04, 813 143, 254 1, 661, 559 37. 46 
Total oo . eo 32, 8°8, 622 | 23, 445, 201 12, 678, 560 10, 766, 641 71. 33 
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All stock companies combined—Policy year experience to Dec. 31, 1957—Con. 


SCHEDULE NO. 2B—AIRCRAFT PUBLIC LIABILITY 


| 


Incurred 


—___——} 


Paid losses 














Loss reserve | 
Nov. 30, 1957 


| Net direct losses in- including 
Policy year premiums | cluding allo- allocated 
written cated claim | claim ex- 
expense | pense 
a rr i 
Scheduled airlines: | j 
OO a | $194, 615 $126, 566 | $45, 999 
OS tk ee al 253, 181 19, 052 | 14, 702 
DE eee See ne ecb ncaa oss | 313,117 | —1, 262, 697 | 345, 207 
OE Neutra oc thiaelee cess 257, 622 1, 021, 619 | 3, 719 
IN aa 2 aa | 134, 311 11, 072 | 1, 572 
eee | Ce 1, 152, 846 2, 441, 006 | 411, 199 
Industrial aid risks: g eee ; ce a oe 
a age Soe dO 193, 110 | 25, 056 | 25, 056 
Sa RE RE Ca 230, 273 800, 959 | 799, 959 
DBD net aheey 5 cl het eee 3c 4 333, 331 96, 062 | 80, 962 
BES caret ieee Bee eon as 348, 568 | 255, 886 | £0, 502 
Re eee ne. 283, 508 | 13, 943 382 
TOtMl..W.-nsnoncsncena-enneqgel). GA Laan | 946, 861 
Flying services: | Pere - satket he ic “gre 
OE le a fie Sn 267, 420 | 132, 314 106, 289 
oe BB ie ee 247, 500 | 32, 128 | 9, 128 
IES oes lenn cnc nates prin ceand 218, 388 | 110, 545 30, 795 
eae kK ak tee ee 291, 056 122, 637 17, 647 
NLS 2 ct oe eat eee ere 230, 471 | 45, 163 | 4,213 
SUE sa carotibschtiatiapcaaioalel | 1, 254, 835 | 442, 787 | 168, 072 | 
Manufacturers: Oe ee ae otal | a 
sh te Ae 65, 128 | 6, 932 | 6, 932 
DE  asaick=nssn ta deeenc batons 68, 928 | 1, 660 1, 605 
BARR SER i JO ae 67, 115 | 10, 903 | 5, 403 
OO ee ne 71, 992 | 698, 524 | 114, 374 
1957 i aah al 51, 725 | 1, 300 | 50 
— oo | 
ch ea 324, 888 719, 319 128, 364 
erent tee a a eres —iestinee 
Private pleasure risks: | 
1953 eo eatenos teas uae 194, 768 155, 382 | 101, 282 
UR Leer ar sissy odeaekiciasal 194, 864 | 1, 042 1, 042 
OO as ate utcctdameacin cuskes 186, 012 31,817 | 16, 817 
Sar ae 246, 520 86, 639 33, 791 
She te 255, 168 | 32, 595 | 22, 628 
ee 1, 077, 332 | 307, 475 | 175, 560 
All combined: i t F ; 
EO Se 915, 041 446, 250 285, 558 
oe were carn Sree ee SAL 994, 746 854, 841 826, 436 
ae a 2 1, 117, 963 1, 512, 024 | 479, 184 
te Se oS wee 1, 215, 758 2, 185, 305 210, 033 
= ee 955, 183 134, 073 | 28, 845 
Total 5, 198, 691 1, 830, 056 


5, 132, 493 


Loss 
ratio 


| 
$80, 567 | 
4,350 | 
917, 490 | 
1,017, 900 | 
9, 500 | 


65. 03 
7. 53 
403. 27 
396, 56 
8. 24 


2,029,807 | 211.74 





ae 12. 97 
1,000 | 347.83 
15, 100 | 28. 82 

215, 384 73. 41 
43, 561 | 15. 50 

275, 045 | 37. 28 
26, 025 49. 48 
23, 000 | 12. 98 
79, 750 | 50. 62 

104, 990 | 42. 14 

19. 60 


40, 950 | 





ee AE 10. 64 
5 2. 41 

5, 500 | 16. 25 
584,150 | 970, 28 
1, 250 | 2 51 
590,955 | 221.4 


54, 100 | 
15, 000 | 
52, 848 | 
9, 967 


131, 915 





160, 692 | 

28, 405 | 
1, 032, 840 
1, 975, 272 

105, 228 | 


48. 77 
85. 93 
135. 25 
179. 75 
14. 04 


3, 302, 437 | 98. 73 
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All stock companies combined—Policy year experience to Dec. 31, 1957—Con. 


Policy year 








Scheduled Airlines: 
_ 
1954 


Industrial aid risks: 
aii ccewiases 
ae 
A ee 
xs. pent Dede i 
BEOt wn diniows ; 


. re 


Flying services: 
1953... 





eee 
1956... -- 
1967...- 


Total__--- 


Private pleasure risks: 
BOSB cine one 5 


All combined: 


SCHEDULE NO. 2C—AIRCRAFT PROPERTY DAMAGE LIABILITY 






































| Incurred Paid losses 
| Net direct losses in- including Loss reserve Loss 
| premiums | cluding allo-| allocated | Nov. 30, 1957 ratio 
| written | catedclaim | claim ex- 
expense pense | 
| | 
a $396, 126 $393, 444 $330, 150 $63, 294 | 99, 32 
459, 330 | 335, 569 291, 625 43, 944 73. 06 
; 564, 913 411, 105 361, 835 | 49, 270 72.77 
543, 391 | 546, 739 348, 282 | 198,457 | 100. 62 
369, 969 | 210, 252 98, 752 | 111, 500 | 56. 83 
| 2,333,729] ‘1,897,109 1, 430, 644 | 466, 465 | 81. 29 
373, 033 | 104, 734 | 104, 184 550 | 28. 08 
ie 438, 404 | 471, 804 452, 904 18,900 | 107.62 
576, 335 54, 093 33, 834 | 20, 259 9. 39 
641, 018 428, 609 179, 854 | 248, 75: 66. 86 
525, 681 68, 286 21, 336 | 46, 950 12. 99 
2,554,471 | 1, 127, 526 792, 112 335, 414 | 44.14 
eS SS eee = SS — 
313, 691 | 112, 850 102, 285 | 35.97 
294, 253 115, 341 | 93, 054 | 39. 20 
298, 314 | 179, 148 125, 374 | 60. 05 
469, 819 165, 309 82, 003 35.19 
169, 138 | 106, 034 | 55, 354 50, 680 62. 69 
| 1, 545, 215 678, 682 458, 070 | 220, 612 | 43. 92 
SS eS —=—= |= = = = 
122, 325 | 26, 986 | 25, 136 1, 850 | 22. 06 
123, 328 7, 685 7, 260 425 | 6. 23 
85, 881 | 61, 492 | 9,775 | 51, 717 71. 60 
100, 554 | 189, 125 31, 510 | 157,615 | 188. 08 
66, 125 | 26, 999 | 22, 349 | 4, 650 83 


Sn Side bittiedneedgoue 


1954... 


BBs Sete atinisecenes 





46 


8, 213 


215, 065 
188, 725 


227, 423 | 


266, 189 
274, 754 


1, 420, 240 
1, 504, 040 
1, 752, 866 
2, 020, 971 
1, 405, 667 


8, 103, 784 


1, 172, 156 


312, 287 | 


32, 971 | 
27,031 | 
41, 550 | 
58, 168 | 
37, 151 | 
196, 871 





670, 985 
957, 430 
747, 388 


1, 387, 950 | 


799 


(ae 


440, 


4, 212, 475 





96, 030 


31, 946 | 


25, 731 | 


39, 286 
40, 950 
13, 084 


150, 997 | 


593, 
870. 
570, 
682, 
210, 


701 
574 
104 
599 


875 


2, 927, 853 


1, 025 | 

1, 300 
2, 264 
17, 218 
24, 067 
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All stock companies combined—Policy year experience to Dec. 31, 1957—Con. 



























































SCHEDULE NO, 3—MISCELLANEOUS AVIATION COVERAGES 
Incurred Paid losses 
ne Net direct losses in- including | Loss reserve Loss 
fe Policy year premiums | cluding allo- allocated Nov. 30, 1957 ratio 
0 written cated claim claim ex- 
| expense pense 
Airport P. L. and P. D.: 
i Oe al kt i a tan $746, 428 $474, 836 $364, 731 $110, 105 63. 61 
a ih a a ein 801, 028 410, 914 267, 477 143, 437 51.30 
ee Ue SAR LL ce See ad Seno 996, 872 631, 485 327, 847 303, 638 63. 35 
pe RTE EAT aan 987, 938 573, 894 232, 949 340, 945 58. 09 
4 “TSG OR eee | 1,108, 822 | 304, 813 57, 311 | 247, 502 27, 49 
1 99 SE iwc sdebsek=serdanaeon sien 4, 641, 088 2, 395, 942 1, 250, 315 1, 145, 627 51. 62 
= Products liability: 
ete. eee 1,838,343 | —-1, 476. 733 1, 212, 383 264, 350 80. 33 
tee), Sees 5 Jee a | 2,144. 923 296, 355 86, 155 | 210, 200 13. 82 
i. SEE er 1, 946, 545 924, 953 124, 953 800, 000 47, 52 
TN 2. 406, 558 421, 001 59, 531 361, 470 17. 49 
RE tee we ee 2, 013, 136 212, 206 1, 706 210, 500 10. 54 
sd: tte bicictee cctiiixecas | 10,349, 505 3, 331, 248 1, 484, 728 1, 846, 520 | 32.19 
oy; Personal accident (individual and | 
. group): | 
: > a a DO nln ae ciias 4,039,915 | 1, 346, 705 1, 345, 955 750 33. 33 
ar ie cc ndeas beens ee 3, 852, 982 488, 80:5 487, 803 1, 000 12. 69 
19 BRS onda had 5 4, 675, 253 1, 313, 414 1, 199, 552 | 117, 862 28. 09 
+ RR ell ott ere : 5,691,870 | 1, 803, 664 1, 582, 264 221, 400 31. 69 
7” a . | 5, 031, 684 834, 047 364, 039 470, 008 16, 58 
. 92 Total.......- sss saccehlelll” Seeman 5, 786, 633 4,975, 613 | 811,020 | 24.84 
06 Hangar keepers: 
o 1953 _- 198, 458 | 66, 059 64, 114 1,945 | 33. 29 
= 1954. _ - 228, 647 40, 238 38, 958 | 17. 60 
4 1955... 278, 030 98, 526 83,151 | 35.44 
08 1956... 272, 869 68, 492 61, 717 | 25. 10 
8 1957 232, 708 54, 415 18, 879 | 35, 536 | 23. 38 
68 WGA 3 cde deen 1, 210, 712 | 327, 730 | 266, 819 60, 911 | 27.07 
33 Baggage: | | } 
- 1953 26, 283 48, 558 | 48, 558 |_.- 184, 75 
32 1954. 36, 909 33, 618 | 23, 118 | 10, 500 91. 08 
on 1955_. 88, 643 | 61, 925 | 43, 594 | 18, 331 69. 86 
85 1956__- 240, 164 38, 825 | 21, 020 | 17, 805 16. 17 
& 1957. _- 19, 095 14, 287 | 7, 593 | 6,694} 74.82 
80 Total .. 411, 094 | 197, 213 143, 883 | 53,330 | 47.97 
o4 Total, schedule 4: | | 
. 1953... _. 6,849,427 | 3,412,891 | 3, 035, 741 | 377, 150 | 49. 83 
6 1954_ 7, 064, 489 1, 269, 928 | 903, 511 | 366, 417 17. 98 
= 1955__. 7,985,343 | 3,030,303 | 1,775,097 | —1, 255, 206 | 37.95 
8 1956___- eee. 9, 599,399 | 2,905,876 | 1, 957, 481 | 948, 395 30. 27 
92 | NRG ELE ieuaeaee 8,405,445 | 1, 419, 768 449, 528 | 970, 240 16, 89 
98 Meade 6 IC sort 39,904,103 | 12,038,766 | 8,121,358 | 3,917,408} 30,17 
} | 1 
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[Extracts from New York State Insurance Law] 


§ 42. Requirements for foreign or alien insurer's license 

1. Before issuing a license to do business, except by way of a renewal license, 
to any foreign or alien insurer the superintendent shall require it to submit 
for filing a certified copy of its charter, and of its by-laws, if any, currently in 
force, and such other documents as may be necessary to show the kind or kinds 
of business which it is empowered or authorized to do, and also a full statement 
verified by two officers or responsible representati\es in such manner as the 
superintendent shall prescribe, showing its assets, liabilities and financial condi- 
tion. The superintendent may also require a full statement of its income and 
disbursements, business done, and other facts required to be shown in the annual 
statement of such an insurer. Before issuing any such license the superintendent 
may make an examination of the affairs of such insurer at its principal office 
within the United States, or he may accept in lieu thereof a report of an ex- 
amination made by the insurance department or other insurance supervisory 
official of any other state or of any government outside the United States. Before 
issuing any new or renewal license to any foreign or alien insurer hereafter 
applying for the same, the superintendent may require satisfactory proof, either 
in the charter of such insurer or by an agreement evidenced by a duly certified 
resolution of its board of directors, or otherwise as the superintendent may re- 
quire, that such insurer will not engage in any insurance business in contra- 
vention of the provisions of this section, nor any insurance business which it is 
not empowered or authorized to do by its charter. 

2. The superintendent shall issue a rencwal license to any foreign or alien 
insurer if he shall be satisfied, by such proof as he may require, that such an 
insurer is not delinquent with respect to any requirement imposed by this chapter 
and that its continuance in business in this state will not be hazardous or 
prejudicial to the best interests of the people of this state. 

3. No foreign insurer shall be licensed to do in this state any kind of insurance 
business, or combination of kinds of insurance business, which are not permitted 
to be done by domestic insurers hereafter to be licensed under the provisions of 
this chapter. No foreign insurer shall be authorized to do business in this state 
if it does in this state or elsewhere any kind of business, other than an insurance 
business and such business as is necessarily or properly incidential to the kind 
or kinds of insurance business which it is licensed to do in this state. 

4. No alien insurer shall be licensed to do in this state any kind of insurance 
business, or any combination of kinds of insurance business, which are not per- 
mitted to be done by domestic insurers hereafter to be licensed under the pro- 
visions of this chapter. No alien insurer shall be authorized to do an insurance 
business in this state if it does anywhere within the United States any kind of 
business other than an insurance business and such business as is necessarily 
or properly incidental to the kind or kinds of insurance business which it is 
authorized to do in this state. 

5. Except as otherwise specifically provided in this chapter no foreign insurer 
and no United States branch of an alien insurer shall be or continue to be au- 
thorized to do an insurance business in this state if it fails to comply substan- 
tially with any requirement or limitation of this chapter, applicable to similar 
domestie insurers hereafter to be organized, which in the judgment of the super- 
intendent is reasonably necessary to protect the interests of the people of this 
state. 

No foreign insurer and no United States branch of an alien insurer which 
does outside of this state any kind or combination of kinds of insurance busi- 
ness not permitted to be done in this state by similar domestic insurers hereafter 
organized, shall be or continue to be authorized to do an insurance business in this 
state, unless in the judgment of the superintendent the doing of such kind or 
combination of kinds of insurance business will not be prejudicial to the best 
interests of the people of this state. 

This subsection shall not be deemed to affect the requirements of section forty 
or of subsections one and two of section one hundred ninety-three. 

6. Notwithstanding the provisions of subsection three, any foreign insurance 
company which has been licensed to do the business of life insurance in this state 
continuously during a period of twenty years next preceding the effective date 
of this chapter may continue to be licensed, in the discretion of the superin- 
tendent, to do the kind or kinds of insurance business which it was authorized 
to do immediately prior to the taking effect of this chapter. 

a * 7. am s 














THE INSURANCE INDUSTRY 901 





§ 141. Withdrawal of approval of policy forms 


Whenever by the provisions of this chapter the superintendent is authorized 
to give his approval of any form of insurance policy, fraternal benefit certifi- 
eate or annuity contract, he may, after notice and hearing given to the insurer 
which submitted such form for approval, withdraw an approval previously 
given, if the use of such form is contrary to the legal requirements applicable 
to such form at the time of such withdrawal, or in the case of any such policy 
form pertaining to accident or health insurance, or any application, rider or 
endorsement to be used in connection therewith (1) if the benefits provided 
therein are unreasonable in relation to the premium charged, or (2) if it con- 
tains provisions which encourage misrepresentation or are unjust, unfair, un- 
equitable, misleading, deceptive, contrary to law or to the public policy of this 
state, or in the case of any such policy or certificate form pertaining to life in- 
surance, or any application, rider or endorsement to be used in connection there- 
with, if in his judgment the use of such form would be prejudicial to the in- 
terests of its policyholders or members, or it contains provisions which are 
unjust, unfair or inequitable. Any such withdrawal shall be effective at the 
expiration of such period, not less than ninety days after the giving of notice 
of withdrawal, as the superintendent shall in such notice prescribe. The action 
of the superintendent in withdrawing approval of any such form shall be sub- 
ject to judicial review. As amended L. 1946, c. 689, § 1; L. 1957, ¢, 149, § 1; 
L. 1949, c. 637, § 1, eff. April 16, 1949. 

- * * * ea % * 


§ 154. Approval of life, accident, health and annuity contracts 

1. No policy of life insurance, industrial life insurance, group life insurance, 
accident or health insurance, group or blanket accident or health insurance or 
non-cancellable disability insurance, no fraternal benefit certificate or other evi- 
dence of any such insurance contract, and no annuity or pure endowment con- 
tract or group annuity contract shall be issued or delivered in this state unless 
a copy of the form thereof shall have been filed with the superintendent. No 
application form shall be used with, and no rider and no endorsement, except 
as stated in subsection three, shall be attached to or printed or stamped upon 
such policy, certificate or contract unless the form of such application, rider or 
endorsement has been filed with the superintendent. No individual certificate 
shall be used in connection with any such group or blanket insurance policy or 
group annuity contract unless the form thereof has been filed with the superin- 
tendent. None of the aforementioned policies, contracts, certificates or other 
evidence of any such insurance contract shall be delivered or issued for delivery 
in this state and no applications, riders and endorsement shall be used in con- 
nection therewith unless approved by the superintendent as conforming to the 
requirements of this chapter and not inconsistent with law. The superintendent 
may disapprove any such policy or certificate form pertaining to life insurance 
for delivery or issuance for delivery in this state, including any such issued by 
a cooperative life and accident insurance company or fraternal benefit society, 
and any application, rider or endorsement to be used in connection therewith, if 
in his judgment its issuance would be prejudicial to the interests of its policy- 
holders or members or it contains provisions which are unjust, unfair or inequi- 
table. The superintendent may disapprove any such policy form, contract, cer- 
tificate or other evidence of any such insurance contract pertaining to accident or 
health insurance for delivery or issuance for delivery in this state including any 
such issued by a cooperative life and accident insurance company or fraternal 
benefit society, and any application, rider or endorsement to be used in connection 
therewith (1) if the benefits provided therein are unreasonable in relation to the 
premium charged, or (2) if any such form contains provisions which encourage 
misrepresentation or are unjust, unfair, inequitable, misleading, deceptive, con- 
trary to law or to the public policy of this state. The superintendent shall, within 
a reasonable time after the filing of any form requiring approval, notify the in- 
surer filing the same of his approval or his disapproval of such form. The action 
of the superintendent in disapproving such form shall be subject to judicial 
review. 

2. If any policy or certificate of individual accident and sickness insurance is 
issued by an insurer domiciled in this state for delivery to a person residing 
in another state, and if the official having responsibility for the administration 
of the insurance laws of such other state shall have advised the superintendent 
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that any such policy or certificate is not subject to approval or disapproval by 
such official, the superintendent may by ruling require that such policy or cer- 
tificate meet the standards set forth in subsections two and three of section one 
hundred sixty-four. 

3. The provisions of this section shall not apply to any special rider or en- 
dorsement on any such policy, certificate or contract, which relates only to the 
manner of distribution of benefits or to the reservation of rights and benefits 
under such policy, certificate or contract and which is used at the request of the 
individual policyholder, contract holder or certificate holder. 

4. The superintendent may disapprove any such policy or contract, application, 
rider, endorsement, certificate or other evidence of any such insurance contract, 
if he finds that the same contains any provision, or has any title, heading, backing 
or other indication of the contents of any or all of its provisions, which is likely 
to mislead the policyholder, contract holder or certificate holder. The superin- 
tendent may also disapprove any policy, contract, application, rider, endorsement, 
certificate or other evidence of any-such insurance contract of a domestic life 
insurer, cooperative life and accident insurance company or fraternal benefit 
society for delivery outside the state, if in his judgment its issuance would be 
prejudicial to the interests of its policyholders or members. 

5. The superintendent shall not approve the issuance of any policy or certificate 
or life insurance or industrial life insurance containing any war or travel exclu- 
sion or restriction unless such policy or certificate shall have printed or stamped 
across its face in red and in capital letters not smaller than twelve point type 
the following: ‘Read your policy (certificate) carefully. 

“Certain (war, travel) risks are not assumed. (State which or both.) 

“In case of any doubt write your company (society) for further explanation.” 

6. The superintendent shall not approve the issuance of any policy, certificate 
or contract, of life insurance, industrial life insurance, or any annuity or pure 
endowment contract, which policy, certificate or contract is subject to the pro- 
visions of section two hundred and eight, two hundred and eight-a or four 
hundred and fifty-eight-a, unless a detailed statement of the method used by the 
insurer in calculating any cash surrender value and any paid-up non-for- 
feiture benefit shown in the policy, certificate or contract is stated therein or 
in lieu thereof a statement that such method of computation has been filed 
with the insurance supervisory official of the state in which the policy, certifi- 
cate or contract is delivered, and unless a statement of the method to be 
used in calculating the cash surrender value and paid-up non-forfeiture benefit 
available under the policy, certificate or contract on any policy, certificate or 
contract anniversary beyond the last anniversary for which such values and 
benefits are consecutively shown in the policy, certificate or contract is included 
therein. 

7. Each insurer shall file with the superintendent of insurance its forms of 
policies, certificates, applications and other forms pertaining to credit insurance 
together with its premium rates for policies of credit insurance to be issued 
to any policyholder, and the same shall be subject to his approval. Without 
limiting his other powers and duties under this section, the superintendent shall 
not approve any such forms or premium rates if such premium rates are un- 
reasonable in relation to the benefits provided. As used in this subdivision, the 
term “credit insurance” means insurance on a debtor in connection with a spe 
cific loan or other credit transaction to provide payment to the creditor in the 
event of the death of the debtor or indemnity to the creditor for the installment 
payments on the indebtedness becoming due while the debtor is disabled as de- 
fined in the policy. 

The superintendent shall from time to time prescribe, in writing, official regu- 
lations which, among other things, shall require that, in the event of the 
termination of the insurance prior to the scheduled maturity date of the in- 
debtedness or the last maturing instalment thereof, there shall be an appro- 
priate refund by the insurer to the policyholder of any amount collected from 
or charged to the policyholder for such terminated insurance, and an appro- 
priate refund or credit by the policyholder or creditor to the debtor of any 
amount collected from or charged to the debtor for such terminated insurance, 
if such refund amounts to one dollar or more. 

e 7 * * 
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§ 164. Individual accident and sickness policy provisions 

1. Definition of accident and sickness insurance policy. The term “policy 
of accident and sickness insurance” as used herein includes any policy or con- 
tract covering the kind or kinds of insurance described in paragraph three of 
section forty-six. 

Whenever in this chapter the terms “policy of accident and health insurance” 
and “policy of accident or health insurance” appear, they shall be deemed.to 
include a policy of accident and sickness insurance. 

2. Form of policy. (A) No policy of accident and sickness insurance, in- 
cluding non-cancellable disability insurance, except as provided in subsection 
six, shall be delivered or issued for delivery in this state until the rate manual 
showing rates, rules and classifications of risks for use in connection with such 
forms of policies or with riders or endorsements thereon has been filed with the 
superintendent. The term “indemnity” as used in this section means benefits 
promised. 

(B) No policy of accident and sickness insurance shall be delivered or issued 
for delivery to any person in this state unless: 

(1) the entire money and other considerations therefore are expressed 
therein ; and 

(2) the time at which the insurance takes effect and terminates is ex- 
pressed therein; and 

(3) it purports to insure only one person, except that a policy may insure, 
originally or by subsequent amendment, upon the application of an adult 
member of a family who shall be deemed the policyholder, any two or more 
eligible members of that family, including husband, wife, dependent children 
or any children under a specified age which shall not exceed nineteen years 
and any other person dependent upon the policyholder and provided further 
that any such family policy providing hospital or surgical expense insurance 
(but not including such insurance against accidental injury only) shall pro- 
vide that in the event that such insurance on any person, other than the 
policyholder, is terminated because he is no longer within the definition of 
the family, as set forth in the policy, but before such person has attained 
the limiting age, if any, for coverage of adults specified in the policy, such 
person shall be entitled to have issued to him by the insurer, without evi- 
dence of insurability, upon application therefor and payment of the first 
premium, within thirty-one days after such insurance shall have terminated, 
an individual policy of hospital and surgical expense insurance. The pre- 
mium for such individual policy shall be that applicable to the class of risk 
to which such person belongs, to the age of such person and to the form and 
amount of insurance therefor. Such individual policy shall provide, on a 
basis specified in the family policy reimbursement of at least (1) hospital 
room and board expense benefits of ten dollars per day for a maximum dura- 
tion of twenty-one days; (2) miscellaneous hospital expense benefits of a 
maximum amount of one hundred dollars; (8) surgical operation expense 
benefits according to a two hundred dollars maximum benefit schedule; but 
in no event, need the benefits provided under such individual policy be in ex- 
cess of the benefits provided for such person under the family policy nor 
need such individual policy provide maternity benefits. The benefits pro- 
vided under such individual converted policy shall become effective upon the 
date that such person was no longer eligible under the family policy. The 
individual converted policy may exclude any condition excluded by the fam- 
ily policy for such person at the time of the termination of his insurance 
thereunder. The individual converted policy shall not exclude any other 
pre-existing conditions, but the hospital and surgical benefits paid under 
such individual converted policy may be reduced by the amount of any such 
benefits payable under the family policy after the termination of such per- 
son’s insurance thereunder and during the first policy year of such converted 
policy the benefits payable under the policy may be reduced so that they are 
not in excess of those that would have been payable had such person’s insur- 
ance under the family policy remained in force and effect. No insurer shall 
be required to issue an individual converted policy required by this sub- 
paragraph if it appears that the person applying for such policy shall have 
at that time in force another insurance policy or hospital service or medical 
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expense indemnity contract providing similar benefits or is covered by or is 
eligible for coverage by a group insurance policy or contract providing simi- 
lar benefits or shall be covered by similar benefits required by any statute or 
provided by any welfare plan or program, which together with the converted 
policy would result in overinsurance or duplication of benefits according to 
standards on file with the superintendent of insurance relating to individual 
policies. The individual converted policy may include a provision whereby 
the insurer may request information at any premium due date of the policy 
of the person covered thereunder as to whether he is then covered by an- 
other policy of hospital or surgical expense insurance or hospital service or 
medical expense indemnity corporation subscriber contract providing similar 
benefits or is then covered by a group contract or policy providing similar 
benefits or is then provided with similar benefits required by any statute or 
provided by any welfare plan or program. If any such person is so cov- 
ered or so provided and fails to furnish the details of such coverage when 
requested, the benefits payable under the converted policy may be based on 
the hospital surgical or medical expenses actually incurred after excluding 
expenses to the extent they are payable under such other coverage or pro- 
vided under such statute, plan, or program. 

(4) the style, arrangement and over-all appearance of the policy give no 
undue prominence to any portion of the text, and unless every printed por- 
tion of the text of the policy and of any endorsements or attached papers is 
plainly printed in light-faced type of a style in general use, the size of which 
shall be uniform and not less than ten-point with a lower-case unspaced 
alphabet length not less than one hundred and twenty-point (the “text” shall 
include all printed matter except the name and address of the insurer, name 
or title of the policy, the brief description, if any, and captions and subcap- 
tions) ; and 

(5) the exceptions and reductions of indemnity are set forth in the policy 
and, except those which are set forth in subsection three of this section, are 
printed, at the insurer’s option, either included with the benefit provision 
to which they apply, or under an appropriate caption such as “Exceptions”, 
or “Exceptions and reductions”, provided that if an exception or reduction 
specifically applies only to a particular benefit of the policy, a statement of 
such exception or reduction shall be included with the benefit provision to 
which it applies; and 

(6) each such form, including riders and endorsements, shall be identified 
by a form number in the lower left-hand corner of the first page thereof ; and 

(7) it contains no provision purporting to make any portion of the charter, 
rules, constitution, or by-laws of the insurer a part of the policy unless such 
portion is set forth in full in the policy, except in the case of the incorpo- 
ration of, or reference to, a statement of rates or classification of risks, or 
short-rate table filed with the superintendent; and 

(8) there is prominently printed on the first page thereof or there is 
attached thereto a notice to the effect that during a period of ten days 
from the date the policy is delivered to the policyholder, it may be sur- 
rendered to the insurer together with a written request for cancellation of 
the policy and in such event the insurer will refund any premium paid 
therefor including any policy fees or other charges, provided however that 
this paragraph shall not apply to single premium nonrenewable policies in- 
suring against accidents only or accidental bodily injuries only; and 

(9) the age limit or date or period, if any, after which the coverage pro- 
vided by the policy will not be effective or the age limit, date or period after 
which the policy may not be renewed is stated in a renewal provision set 
forth on the first page of the policy or as a separate provision bearing an 
appropriate caption on the first page of the policy or in a brief description 
in not less than fourteen point bold face type set forth on the first page of 
the policy. Nothing herein contained shall limit or restrict the right of 
the insurer to continue the policy after the age or period so stated. 

8. Accident and sickness policy provisions. (A) Required provisions. Except 
as provided in clause (C) of this subsection each such policy delivered or issued 
for delivery to any person in this state shall contain the provisions specified in 
this clause (A) in the words in which the same appear in this subsection; 
provided, however, that the insurer may, at its option, substitute for one or more 
of such provisions corresponding provisions of different wording approved by 
the superintendent which are in each instance not less favorable in any respect to 
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the insured or the beneficiary. Such provisions shall be preceded individually 
by the caption appearing in this clause (A), or, at the option of the insurer, by 


such appropriate individual or group captions or subcaptions as the superintend- 
ent may approve. 


(1) A provision as follows: 

Entire Contract; Changes: This policy, including the endorsements 
and the attached papers, if any, constitutes the entire contract of in- 
surance. No change in this policy shall be valid until approved by an 
executive officer of the insurer and unless such approval be endorsed 
hereon or attached hereto. No agent has authority to change this 
policy or to waive any of its provisions. 

(2) A provision as follows: 

Time Limit on Certain Defenses: (a) After two years from the date 
of issue of this policy no misstatements, except fraudulent misstatements, 
made by the applicant in the application for such policy shall be used to 
void the policy or to deny a claim for loss incurred or disability (as de- 
fined in the policy) commencing after the expiration of such two year 
period. 

(The foregoing policy provision shall not be so construed as to affect any legal 
requirement for avoidance of a policy or denial of a claim during such initial two 
year period, nor to limit the application of subsection three (B), (1), (2), (8), 
(4), and (5) in the event of misstatement with respect to age or occupation or 
other insurance.) 

(A policy which the insured has the right to continue in force subject to its 
terms by the timely payment of premium (1) until at least age fifty or (2) in 
the case of a policy issued after age forty-four, for at least five years from its 
date of issue, may contain in lieu of the foregoing the following provision (from 
which the clause in parentheses may be omitted at the insurer’s option) under 
the caption “Incontestable” : 

After this policy has been in force for a period of two years during the 
lifetime of the insured (excluding any period during which the insured is 
disabled), it shall become incontestable as to the statements contained in the 
application.) 

(b) No claim for loss incurred or disability (as defined in the policy) 
commencing after two years from the date of issue of this policy shall be 
reduced or denied on the ground that a disease or physical condition not ex- 
cluded from coverage by name or specific description effective on the date 
of loss had existed prior to the effective date of coverage of this policy. 

(3) A provision as follows: 

Grace Period: A grace period of ~~--..----_--_- (insert a number 
not less than “7” for weekly premium policies, “10” for monthly pre- 
mium policies and “31” for all other policies) days will be granted for 
the payment of each premium falling due after the first premium, during 
which grace period the policy shall continue in force. 

A policy in which the insurer reserves the right to refuse renewal shall have, 
at the beginning of the above provision, 

Unless not less than thirty days prior to the renewal date the insur- 
er has delivered to the insured or has mailed to his last address as 
shown by the records of the insurer written notice of its intention not 
to renew this policy beyond the period for which the premium has been 
accepted, 

Furthermore such a policy, except an accident only policy, shall also 
provide in substance, in a provision thereof, or in an endorsement there- 
on or in a rider attached thereto, that the insurer may refuse renewal of 
the policy only as of the renewal date occurring on, or nearest its first 
anniversary, or as of an anniversary of such renewal date, or at the 
option of the insurer as of the renewal date occurring on or nearest the 
anniversary of its date of last reinstatement. 

(4) A provision as follows: 

Reinstatement: If any renewal premium be not paid within the time 
granted the insured for payment, a subsequent acceptance of premium 
by the insurer or by any agent duly authorized by the insurer to accept 
such premium, without requiring in connection therewith an application 
for reinstatement, shall reinstate the policy; provided, however, that 
if the insurer or such agent requires an application for reinstatement 
and issues a conditional receipt for the premium tendered, the policy 
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will be reinstated upon approval of such application by the insurer or, 
lacking such approval, upon the forty-fifth day following the date of such 
conditional receipt unless the insurer has previously notified the in- 
sured in writing of its disapproval of such application. The reinstated 
policy shall cover only loss resulting from such accidental injury as may 
be sustained after the date of reinstatement and loss due to such sick- 
ness as may begin more than ten days after such date. In all other re- 
spects the insured and insurer shall have the same rights thereunder as 
they had under the policy immediately before the due date of the de- 
faulted premium, subject to any provisions endorsed hereon or attached 
hereto in connection with the reinstatement. Any premium accepted 
in connection with a reinstatement shall be applied to a period for which 
premium has not been previously paid, but not to any period more than 
sixty days prior to the date of reinstatement. 


(The last sentence of the above provision may be omitted from any policy 
which the insured has the right to continue in force subject to its terms by the 
timely payment of premiums (1) until at least age fifty or, (2) in the case of a 
policy issued after age forty-four, for at least five years from its date of issue.) 


(5) A provision as follows: 


Notice of Claim: Written notice of claim must be given to the insurer 
within twenty days after the occurrence or commencement of any loss 
covered by the policy, or as soon thereafter as is reasonably possible. 
Notice given by or on behalf of the insured or the beneficiary to the 
eer as... (insert the location of such office as the insurer 
may designate for the purpose), or to any authorized agent of the in- 
surer, with information sufficient to identify the insured, shall be 
deemed notice to the insurer. 


(In a policy providing a loss-of-time benefit which may be payable for at 
least two years, an insurer may at its option insert the following between the 
first and second sentences of the above provision: 


Subject to the qualifications set forth below, if the insured suffers loss 
of time on account of disability for which indemnity may be payable 
for at least two years, he shall, at least once in every six months after 
having given notice of claim, give to the insurer notice of continuance of 
said disability, except in the event of legal incapacity. The period of 
six months following any filing of proof by the insured or any payment 
by the insurer on account of such claim or any denial of liability in whole 
or in part by the insurer shall be excluded in applying this provision. 
Delay in the giving of such notice shall not impair the insured’s right 
to any indemnity which would otherwise have accrued during the 
period of six months preceding the date on which such notice is actually 
given. ) 


(6) A provision as follows: 


Claim Forms: The insurer, upon receipt of a notice of claim, will 
furnish to the claimant such forms as are usually furnished by it for 
filing proofs of loss. If such forms are not furnished within fifteen days 
after the giving of such notice the claimant shall be deemed to have 
complied with the requirements of this policy as to proof of loss upon 
submitting, within the time fixed in the policy for filing proofs of loss, 
written proof covering the occurrence, the character and extent of the 
loss for which claim is made. 


(7) A provision as follows: 


Proofs of loss: Written proof of loss must be furnished to the insurer 
at its said office in case of claim for loss for which this policy provides 
any periodic payment contingent upon continuing loss within ninety 
days after the termination of the period for which the insurer is liable 
and in case of claim for any other loss within ninety days after the 
date of such loss. Failure to furnish such proof within the time required 
shall not invalidate nor reduce any claim if it was not reasonably possible 
to give proof within such time, provided such proof is furnished as soon 
as reasonably possible and in no event, except in the absence of legal ca- 
pacity, later than one year from the time proof is otherwise required. 


(8) A provision as follows: 


Time of Payment of Claims: Indemnities payable under this policy 
for any loss other than loss for which this policy provides any periodic 
payment will be paid immediately upon receipt of due written proof 
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of such loss. Subject to due written proof of loss, all accrued indem- 
nities for loss for which this policy provides periodic payment will be 
paid ———————- (insert period for payment which must not be less 
frequently than monthly) and any balance remaining unpaid upon 
the termination of liability will be paid immediately upon receipt of 
due written proof. 

(9) A provision as follows: 

Payment of Claims: Indemnity for loss of life will be payable in 
accordance with the beneficiary designation and the provisions respect- 
ing such payment which may be prescribed herein and effective at the 
time of payment. If no such designation or provisions is then effective, 
such indemnity shall be payable to the estate of the insured. Any 
other accrued indemnities unpaid at the insured’s death may, at the 
option of the insurer, be paid either to such beneficiary or to such estate. 
All other indemnities will be payable to the insured. 

(The following provisions, or either of them, may be included with the fore- 
going provision at the option of the insurer: 

If any indemnity of this policy shall be payable to the estate of the 
insured, or to an insured or beneficiary who is a minor or otherwise 
not competent to give a valid release, the insurer may pay such in- 
demnity, up to an amount not exceeding $———————_ (insert an amount 
which shall not exceed $1000), to any relative by blood or connection 
by marriage of the insured or beneficiary who is deemed by the insurer 
to be equitably entitled thereto. Any payment made by the insurer 
in good faith pursuant to this provision shall fully discharge the 
insurer to the extent of such payment. 

Subject to any written direction of the insured in the application or 
otherwise all or a portion of any indemnities provided by this policy 
on account of hospital, nursing, medical, or surgical services may, at 
the insurer’s option and unless the insured requests otherwise in 
writing not later than the time of filing proofs of such loss, be paid 
directly to the hospital or person rendering such services; but it is not 
required that the service be rendered by a particular hospital or person.) 

(10) A provision as follows: 

Physical Examination and Autopsy: The insurer at his own expense 
shall have the right and opportunity to examine the person of the 
insured when and as often as it may reasonably require during the 
pendency of a claim hereunder and to make an autopsy in case of death 
where it is not forbidden by law. 

(11) A provisions as follows: 

Legal Actions: No action at law or in equity shall be brought to 
recover on this policy prior to the expiration of sixty days after 
written proof of loss has been furnished in accordance with the re- 
quirements of this policy. No such action shall be brought after the 
expiration of three years after the time written proof of loss is required 
to be furnished. 

(12) A provision as follows: 

Change of Beneficiary: Unless the insured makes an irrevocable desig- 
nation of beneficiary, the right to change of beneficiary is reserved to the 
insured and the consent of the beneficiary or beneficiaries shall not be 
requisite to surrender or assignment of this policy or to any change of 
beneficiary or beneficiaries, or to any other changes in this policy. 

(13) A provision under the caption “Conversion Privilege” which shall 
set forth in substance the conversion privileges and related provisions re- 
quired of certain policies by paragraph (B) (3) of subsection two of this 
section. 

(The first clause of this provision, relating to the irrevocable designation of 
beneficiary, may be omitted at the insurer’s option. ) 

(B) Other provisions. Except as provided in clause (C) of this subsection, no 
such policy delivered or issued for delivery to any person in this state shall con- 
tain provisions respecting the matters set forth below unless such provisions are 
in the words in which the same appear in this subsection ; provided, however, that 
the insurer may, at its option, use in lien of any such provision a corresponding 
provision of different wording approved by the superintendent which is not less 
favorable in any respect to the insured or the beneficiary. Any such provision 
contained in the policy shall be preceded individually by the appropriate caption 
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appearing in this clause (B) or, at the option of the insurer, by such appropriate 
individual or group captions or subcaptions as the superintendent may approve. 
(1) A provision as follows: 

Change of Occupation: If the insured be injured or contract sickness 
after having changed his occupation to one classified by the insurer as 
more hazardous than that stated in this policy or while doing for com- 
pensation anything pertaining to an occupation so classified, the insurer 
will pay only such portion of the indemnities provided in this policy as 
the premium paid would have purchased at the rates and within the 
limits fixed by the insurer for such more hazardous occupation. If the 
insured changes his occupation to one classified by the insurer as less 
hazardous than that stated in this policy, the insurer, upon receipt of 
proof of such change of occupation, will reduce the premium rate ac- 
cordingly, and will return the excess pro-rate unearned premium from 
the date of change of occupation or from the policy anniversary date 
immediately preceding receipt of such proof, whichever is the more re- 
cent. In applying this provision, the classification of occupational risk 
and the premium rates shall be such as have been last filed by the insurer 
prior to the occurrence of the loss for which the insurer is liable or prior 
to date of proof of change in occupation with the state official having 
supervision of insurance in the state where the insured resided at the 
time this policy was issued; but if such filing was not required, then 
the classification of occupational risk and the premium rates shall be 
those last made effective by the insurer in such state prior to the oc- 
currence of the loss or prior to the date of proof of change in occupation. 

(2) A provision as follows: 

Misstatement of Age: If the age of the insured has been misstated, 
all amounts payable under this policy shall be such as the premium paid 
would have purchased at the correct.age. 

(3) A provision as follows: 

Other Insurance in This Insurer: If an accident or sickness or acci- 
dent and sickness policy or policies previously issued by the insurer to 
the insured be in force concurrently herewith, making the aggregate 
indemnity for (insert type of coverage or cover- 
ages) in excess of $ (insert maximum limit of indemnity or 
indemnities) the excess insurance shall be void and all premiums paid 
for such excess shall be returned to the insured or to his estate, 

or, in lieu thereof: 

Insurance effective at any one time on the insured under a like policy 
or policies in this insurer is limited to the one such policy elected by the 
insured, his beneficiary or his estate, as the case may be, and the insurer 
will return all premiums paid for all other such policies. 

(4) A provision as follows: 

Insurance With Other Insurers: If there be other valid coverage, 
not with this insurer, providing benefits for the same loss on a provision 
of service basis or on an expense incurred basis and of which this in- 
surer has not been given written notice prior to the occurrence or com- 
mencement of loss, the only liability under any expense incurred cover- 
age of this policy shall be for such proportion of the loss as the amount 
which would otherwise have been payable hereunder plus the total of 
the like amounts under all such other valid coverages for the same loss 
of which this insurer had notice bears to the total like amounts under 
all valid coverages for such loss, and for the return of such portion of 
the premiums paid as shall exceed the pro-rata portion for the amount 
so determined. For the purpose of applying this provision when other 
coverage is on a provision of service basis, the “like amount” of such 
other coverage shall be taken as the amount which the services rendered 
would have cost in the absence of such Coverage. 

(If the foregoing policy provision is included in a policy which also contains 
the next following policy provision there shall be added to the caption of the 
foregoing provision the phrase “—-Expense Incurred Benefits”. The insurer may, 
at its option, include in this provision a definition of “other valid coverage”, ap- 
proved as to form by the superintendent, which definition shall be limited in sub- 
ject matter to coverage provided by organizations subject to regulation by insur- 
ance law or by insurance authorities of this or any other state of the United 
States or any province of Canada, and by hospital or medical service organiza- 
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tions, and to any other coverage the inclusion of which may be approved by the 
superintendent. In the absence of such definition such term shall not include 
group insurance, automobile medical payments insurance, or coverage provided 
by hospital or medical service organizations or by union welfare plans or em- 
ployer or employee benefit organizations. For the purpose of applying the fore- 
going provision with respect to any insured, any amount of benefit provided for 
such insured pursuant to any compulsory benefit statute (including any work- 
men’s compensation or employer’s liability statute) whether provided by a gov- 
ernmental agency or otherwise shall in all cases be deemed to be “other valid 
coverage” of which the insurer has had notice. In applying the foregoing policy 
provision no third party liability coverage shall be included as “other valid 
coverage’’.) 
(5) A provision as follows: 

Insurance With Other Insurers: If there be other valid coverage, not 
with this insurer, providing benefits for the same loss on other than an 
expense incurred basis and of which this insurer has not been given 
written notice prior to the occurrence or commencement of loss, the only 
liability for such benefits under this policy shall be for such proportion 
of the indemnities otherwise provided hereunder for such loss as the like 
indemnities of which the insurer had notice (including the indemnities 
under this policy) bear to the total amount of all like indemnities for 
such loss, and for the return of such portion of the premium paid as 
shall exceed the pro-rata portion for the indemnities thus determined. 

(If the foregoing policy provision is included in a policy which also contains 
the next preceding policy provision there shall be added to the caption of the 
foregoing provision the phrase ‘“—Other Benefits”. The insurer may, at its 
option, include in this provision a definition of “other valid coverage”, approved 
as to form by the superintendent, which definition shall be limited in subject mat- 
ter to coverage provided by organizations subject to regulation by insurance law 
or by insurance authorities of this or any other state of the United States or any 
province of Canada, and to any other coverage the inclusion of which may be 
approved by the superintendent. In the absence of such definition such term 
shall not include group insurance, or benefits provided by union welfare plans 
or by employer or employee benefit organizations. For the purpose of applying 
the foregoing policy provision with respect to any insured, any amount of benefit 
provided for such insured pursuant to any compulsory benefit statute (including 
any workmen's compensation or employer's liability statute) whether provided 
by a governmental agency or otherwise shall in all cases be deemed to be “other 
valid coverage” of which the insurer has had notice. In applying the foregoing 
policy provision no third party liability coverage shall be included as “other 
valid coverage’”’. ) 

(6) A provision as follows: 

Relation of Earnings to Insurance: If the total monthly amount of 
loss of time benefits promised for the same loss under all valid loss 
of time coverage upon the insured, whether payable on a weekly or 
monthly basis, shall exceed the monthly earnings of the insured at the 
time disability commenced or his average monthly earnings for the 
period of two years immediately preceding a disability for which claim 
is made, whichever is the greater, the insurer will be liable for only 
such proportionate amount of such benefits under this policy as the 
amount of such monthly earnings or such average monthly earnings 
of the insured bears to the total amount of monthly benefits for the 
same loss under all such coverage upon the insured at the time such 
disability commences and for the return of such part of the premiums 
paid during such two years as shall exceed the pro-rata amount of the 
premiums for the benefits actually paid hereunder; but this shall not 
operate to reduce the total monthly amount of benefits payable under 
all such coverage upon the insured below the sum of two hundred 
dollars or the sum of the monthly benefits specified in such coverages, 
whichever is the lesser, nor shall it operate to reduce benefits other 
than those payable for loss of time. 

(The foregoing policy provision may be inserted only in a policy which the 
insured has the right to continue in force subject to its terms by the timely 
payment of premiums (1) until at least age fifty or, (2) in the case of a policy 
issued after age forty-four, for at least five years from its date of issue. The 
insurer may, at its option, include in this provision a definition of ‘‘valid loss 
of time coverage”, approved as to form by the superintendent, which definition 
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shall be limited in subject matter to coverage provided by governmental agencies 
or by organizations subject to regulation by the insurance law or by insurance 
authorities of this or any other state of the United States or any province of 
Canada, or to any other coverage the inclusion of which may be approved by 
the superintendent or any combination of such coverages. In the absence of 
such definition such term shall not include any coverage provided for such 
insured pursuant to any compulsory benefit statute (including any workmen’s 
compensation or employer’s liability statute), or benefits provided by union 
welfare plans or by employer or employee benefit organizations.) 
(7) A provision as follows: 

Unpaid Premium: Upon the payment of a claim under this policy, 
any premium then due and unpaid or covered by any note or written 
order may be deducted therefrom. 

(8) A provision as follows: 

Cancellation: Within the first ninety days after the date of issue, 
the insurer may cancel this policy by written notice delivered to the 
insured, or mailed to his last address as shown by the records of the 
insurer, stating when, not less than ten days thereafter, such can- 
cellation shall be effective. In the event of cancellation, the insurer 
will return promptly the pro rata unearned portion of any premium 
paid. Cancellation shall be without prejudice to any claim originating 
prior to the effective date of cancellation. 

(Nothing in this subdivision shall be construed to prohibit an insurer from 
granting to the insured the right to cancel a policy at any time and to receive 
in such event a refund of the unearned portion of any premium paid, computed 
by the use of the short-rate table last filed with the state official having super- 
vision of insurance in the state where the insured resided when the policy was 
issued. ) 

(9) A provision as follows: 

Conformity With State Statutes: Any provision of this policy which, 
on its effective date, is in conflict with the statutes of the state in which 
the insured resides on such date is hereby amended to conform to the 
minimum requirements of such statutes. 

(10) A provision as follows: 

Illegal Occupation: The insurer shall not be liable for any loss to 
which a contributing cause was the insured’s commission of or attempt 
to commit a felony or to which a contributing cause was the insured’s 
being engaged in an illegal occupation. 

(11) A provision as follows: 

Intoxicants and Narcotics: The insurer shall not be liable for any 
loss sustained or contracted in consequence of the insured’s being in- 
toxicated or under the influence of any narcotic unless administered on 
the advice of a physician. 

(C) Inapplicable er inconsistent provisions. If any provision of this sub- 
section is in whole or in part inapplicable to or inconsistent with the coverage 
provided by a particular form of policy the insurer, with the approval of the 
superintendent, shall omit from such policy any inapplicable provision or part 
of a provision, and shall modify any inconsistent provision or part of the provi- 
sion in such manner as to make the provision as contained in the policy con- 
sistent with the coverage provided by the policy. 

(D) Order of certain policy provisions. The provisions which are the sub- 
ject of clauses (A) and (B) of this subsection, or any corresponding provisions 
which are used in lieu thereof in accordance with such clauses, shall be printed 
in the consecutive order of the provisions in such clauses or, at the option of 
the insurer, any such provision may appear as a unit in any part of the policy 
with other provisions to which it may be logically related, provided the resulting 
policy shall not be in whole or in part unintelligible, uncertain, ambiguous, ab- 
struse, or likely to mislead a person to whom the policy is offered, delivered or 
issued. 

(BE) Third party ownership. The word “insured”, as used in this section, 
shall not be construed as preventing a person other than the insured with a 
proper insurable interest from making application for and owning a policy 
covering the insured or from being entitled under such a policy to any indemni- 
ties, benefits and rights provided therein. 

(F) Filing procedure. The superintendent may make such reasonable rules 
and regulations concerning the procedure for the filing or submission of policies 
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subject to this section as are necessary, proper or advisable to the administration 
of this section. This provision shall not abridge any other authority granted 
the superintendent by law. 

4. The acknowledgment by any insurer of the receipt of notice given under 
any policy covered by this section, or the furnishing of forms for filing proofs 
of loss, or the acceptance of such proofs, or the investigation of any claim there- 
under, shall not operate as a waiver of any of the rights of the insurer in defense 
of any claim arising under such policy. 

5. If any such policy contains a provision establishing, as an age limit or 
otherwise, a date after which the coverage provided by the policy will not be 
effective, and if such date falls within a period for which premium is accepted 
by the insurer or if the insurer accepts a premium after such date, the coverage 
provided by the policy will continue in force subject to any right of cancellation 
until the end of the period for which premium has been accepted. In the 
event the age of the insured has been misstated and if, according to the correct 
age of the insured, the coverage provided by the policy would not have become 
effective, or would have ceased prior to the acceptance of such premium or 
premiums, then the liability of the insurer shall be limited to the refund, upon 
request, of all premiums paid for the period not covered by the policy. 

6. After two years from its date of issue or the date of its last reinstatement 
and before the attainment of the age limit, or date or the expiration of the 
period, if any, stated in the policy in accordance with the provisions of para- 
graph (B) (9) of subsection two of this section, no insurer shall refuse to renew 
a policy of hospitalization or surgical or medical expense insurance or refuse 
to renew any other policy in which one-third or more of the total premium is 
allocable to hospital, surgical or medical expense benefits, or any combination 
thereof, except for one or more of the following reasons: fraud in applying for 
the policy or in applying for any benefits under the policy, moral hazard, over- 
insurance or duplication of benefits according to standards on file with the 
superintendent of insurance, discontinuance of a class of policies, and such other 
reasons, including but not limited to, the filing of false or improper claims, as 
the superintendent of insurance may approve; however after such two year 
period in no event shall any insurer refuse to renew any such policy because of 
a change in the physical or mental condition or the health of any person covered 
thereunder. Furthermore, after such period no insurer shall require as a con- 
dition for the renewal of any such policy any rider, endorsement or other 
attachment which shall limit the nature or extent of the benefits provided 
thereunder. In the case of an individual converted policy such two year period 
shall commence from the date the insurance as to such person became effective 
under the policy from which conversion was made. The superintendent may 
require every insurer to file with him such documents, statistics or other infor- 
mation regarding the refusal to renew permitted by this subsection as he may 
deem necessary for the proper administration of this subsection. 

7. This section shall not apply to or affect (1) any contract of noncancellable 
disability insurance which is governed by or excepted from section one hundred 
fifty-eight; or (2) any policy or contract of reinsurance; or (3) any policy or 
group or blanket insurance which is governed by section one hundred sixty-two; 
or (4) any policy providing disability benefits pursuant to article nine of the 
workmen’s compensation law; or (5) any policy of a cooperative life and acci- 
dent insurance company except as provided in section two hundred thirty-seven ; 
or (6) life insurance, endowment or annuity contracts, or contracts supple- 
mental thereto which contain only such provisions relating to accident and 
sickness insurance as (a) provide additional benefits in case of death or dis- 
memberment or loss of sight by accident, or as (b) operate to safeguard such 
contracts against lapse, or to give a special surrender value or special benefit 
or an annuity in the event that the insured or annuitant shall become totally 
and permanently disabled, as defined by the contract or supplemental contract. 

8. Any person, partnership or corporation willfully violating any provision 
of this section, regulation or order of the superintendent made in accordance 
with this section, shall forfeit to the people of the state a sum not to exceed 
one hundred dollars for each such violation, which may be recovered by a civil 
action. The superintendent may also suspend or revoke the license of an 
insurer or agent for any such willful violation. 


+ * * * 
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§ 186-a. Joint underwriting or joint reinsurance 


1. Every group, association or other organization of insurers which engages 
in joint underwriting or joint reinsurance, shall be subject to regulation with 
respect thereto as herein provided, subject, however, with respect to joint under- 
writing, to all other provisions of this article and, with respect to joint reinsur- 
ance, to sections one hundred eighty-seven and one hundred eighty-eight of 
this article. 

2. If, after a hearing, the superintendent finds that any activity or practice 
of any such group, association or other organization is unfair or unreasonable 
or otherwise inconsistent with the provisions of this article, he may issue a 
written order specifying in what respects such activity or practice is unfair or 
unreasonable or otherwise inconsistent with the provisions of this article, and 
requiring the discontinuance of such activity or practice. 

3. Every such group, association, or other organization of insurers shall be 
subject to examination by the superintendent as often as he may deem it 
expedient. Added L. 1948, c. 618, § 23, eff. July 1, 1948. 


ARTICLE 9-D, New YorK UNFAIR TRADE PRACTICE ACT 


278. Procedures as to unfair methods of competition and unfair or deceptive 

acts or practices which are not defined 

1. Whenever the superintendent shall have reason to believe that any person 
engaged in the business of insurance is engaging in this state in any method of 
competition or in any act or practice in the conduct of such business which is not 
defined in section two hundred seventy-three, that such method of competition 
is unfair or that such act or practice is unfair or deceptive and that a proceeding 
by him in respect thereto would be to the interest of the public, he may issue and 
serve upon such person in the manner provided by section twenty-two of this 
chapter, a statement of the charges in that respect and a notice of a hearing 
thereon to be held at a time and place fixed in the notice, which shall not be less 
than ten days after the date of the service thereof. At the time and place fixed 
for such hearing such person shall have an opportunity to be heard in person 
or by counsel. Upon good cause shown the superintendent shall permit any 
person to intervene, appear and be heard at such hearing in person or by counsel. 
The superintendent shall, after such hearing, make a report in writing in which 
he shall state his findings as to the facts, and he shall cause a copy thereof to be 
served upon such person and any intervenor. 

2. If such report charges a violation of this article and if such method of 
competition, act or practice has not been discontinued, the superintendent may, 
through the attorney-general of this state, at any time after the service of such 
report cause an action to be instituted to enjoin and restrain such person from 
engaging in such method, act or practice. In such action the court may on 
motion and affidavits grant a preliminary injunction and interlocutory injunction 
upon such terms as may be just; but the people of the state shall not be required 
to give security before the issuance of any such injunction. A certified transcript 
of the proceedings before the superintendent including all evidence taken and the 
report and findings shall be received in evidence in such action. 


APRIL 20, 1956. 
Mr. PETER LANGMEAD, 
General Secretary, International Union of Aviation Insurers, 
London, E.C. 3, England, 

DEAR PETER: I managed to slip away recently for a 10-day holiday in Florida 
and, as a result, have fallen slightly behind in my correspondence. I am now 
around to your letter of March 29 and your memorandum attached. As usual, 
your memorandum amply portrays the overall situation. 

A book could be written on the pros and cons of the points you touch on, and 
finally it all resolves itself into the proposition that the union, as a trade organ- 
ization, must be conducted for the benefit of the members collectively. I know 
that is an oversimplification. 

Let me say that I have a feeling that the establishment of the present secre- 
tariat has already accomplished much in bringing members a little closer to- 
gether and in stimulating interest in the union. Certainly that is true in our 
case. 

As I explained to Per Hansson about a week ago, I cannot spare the time and 
expense to attend the meetings in Brussels next month, and I am sure he and 
you both understand my position. I have already expressed myself with regard 
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to items (@) and (b). As to (d), which is not touched on in your memoran- 
dum, from where I sit I would think that very little could be accomplished, and, 
too, there is also the question of the resultant expense to be considered. 

Hitting a few of the high spots in your memorandum, I think it would be a 
great mistake to attempt any semblance of rating agreements. Members would 
be most reluctant to enter rating agreements in which a large segment of their 
competitors were not bound. Take the situation here, my rule of thumb is that 
the premiums from our own domestic business probably produce something in 
the neighborhood of two-thirds of the entire world volume, and we are the only 
American members writing perhaps 30 percent of the domestic business. It does 
not seem a logical assumption that underwriters at Lloyd's could be persuaded 
to enter rating agreements, and we have our problems of Lloyd’s competition, 
and the rest of the world market has the same problems. Rates alone mean 
little in this business, and there are so few large risks written on the same form 
that it may be said no two large risks carry the same insurance, all of this 
notwithstanding our antitrust laws. 

I have always argued in favor of the interchange of broad statistics among 
the members beyond the present summary Government statistics, which are of 
very little use. I caution against any thought of the union attempting to estab-’ 
lish and maintain a record of registered aircraft. We tried this many years 
ago through our puncheard, at a time when there were fewer than 30,000 
licensed aircraft in the United States. We were obliged to give it up as a very 
time-consuming and expensive undertaking. 

You and some of the members may feel that I am warped on the subject, but 
I do feel that progress can be made in the matter of agreements on many broad 
principles of underwriting, through the setting up of a sort of code of the things 
we will not do because they are unsound things for all concerned. I do feel 
that there has been improvement in London recently which comes under this 
broad heading. For example, the agreement against excess of loss reinsurance 
on individual hulls. That was a tremendous step in the right direction. I 
understand there are some segments of the Lloyd’s market that have not gone 
along, but this will probably always be the case. Nevertheless, the improvement 
which has resulted from the present agreement in London is noticeable here. 

To give you one illustration of the extent to which practices degenerate in the 
absence of any form of agreement, one of our principal competitors has been 
pushing the writing of industrial aid risks for a 3-year term, at a premium 2% 
times the annual rate, but with an arrangement that the premium shall be paid 
in 3 annual installments. Then, on top, for no additional premium, they throw 
in unearned premium insurance. If that makes sense, I am a Chinaman. 

In summary, I am afraid I cannot suggest anything that would be more impor- 
tant in the long run than an endeavor to bring about agreement in matters of 
principle. Effective agreement in such matters would, in my opinion, go a long 
way toward guiding this young branch of the insurance business in the right 
direction. It would be a legacy for those of us who have, in a sense, pioneered 
the business, to leave behind for the younger fellows who are coming along when 
we put down our pens. 

I wish you all success at the forthcoming subcommittee meetings. 

Sincerely yours, 


A. J. SMITH. 


Xx 





